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FOREMIED
 

The Industrial Development Centr 1 in Zaria has been established 
by the joint effort of the former Goverment of Northern Nigeria and 
the United States Agency for International Development (USAID) for 
the developrent and promotion of indigenous small manufacturing 
industries, This is in recognition that small industries can contri
bute substantially to the economic growth of Nigeria. 

In my views the nee.ds for accelerating the development and pro
motion of indigenous small industries in Nigeria have become more 
urgent than ever before. In order to effect modern and efficient 
operations of the industries, the managerial and technical sklls of 
the indigenous managers and supervisors must be up-graded, an effect
ive financLal control will need to be adopted, and adequate and inform
ative marketing and 4ales advisory services provided. For some time 
nowp this Centre has embarked on a series of programmes designed to 
render such assistance to the indigcnous small manufacturing enter
prises. Mr. R. F., Bruckart, an Industrial Development Advisor of 
the United States Agency for Intermntional Development, has made a 
contribution to this programme utth this book describing modem 
record-keeping systems applicable to small manufactufacturing enterprises 
in Nigeria. The guidance the system. provide are pertinent and 
needed. They are easy to understand and administer. Paper work has 
been reduced to the minimum. Profit realized is easily ascertained 
and figures for production cost analysis are readiLy obtainable, 

This book vdl serve as a useful companion to Mr. Bruckart's 
earlier "Handbook of Management Principles for the small shop" which 
we have used extensive3y and successfully in management training 
courses for the indigenous managers and supervisors of small industries 
throughout the industrial areas of the six States of Northern Nigeria. 

I believe this publication will meet the record-keeping require
ments of Nigerian entrepreneurs of small industries and therefore 
I do not hesitate to commend it to them. 

M. 0. OYEIDHUNNU 
DIPECTCR,
 
INDUSTRIAL DE1ELOPWh CENTRE,
 
ZARIA.
 



PREFACE 

Mare thar a year has passed since management development 
prMs for small-scale industry in Northern Nigeria were begun 
by the Industrial Developmnt Centre in Zaria and the United 
States Agency for International Development. The numerous manage
ment training programs that have been presented by the Centre in 
that time have provided an opportunity for extensive study of the 
needs of indigenous snall industry. 

First-hand observation has shown that striking opportunities 
are available to local managers of small industries fcr improving 
their managunent through the use of simple but effective records 
of their enterprise affairs. 

It is understandable why this should be so, for small industry 
in Nigeria is typical of small enterprises in the earlier stages 
of development in any industrially developing courtry. Much 
experience is now available on the fundamental methods those managers 
have successfully employed to assure profitable operation of their 
businesses. Effective record-keeping, we find, is one of these 
fundamentals. 

The basic record-keepirg methods introduced in this book are# 
therefore, similar to those that managers of small industries 
throughout the world have found useful. Local managers who adopt 
such procedures can follow in the footsteps of their counterparts 
in other developing countries, who have experienced and have over
ccme the same types of problems that local managers now face. 

A successful achievement of better managemcnt in the small 
industries of Nigeria should benefit not only the managers 
of those industries but also their communities, which depend on 
them for their services and employment. 

It is hoped that this book win make a small contribution to 
that effort.
 

R, F, Bruckart 
Zarla 
May, 1968 
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An Introduction to Record Keeping in the 
SmaU Enlterprise 

*THE UIVIRSAL UAR OF THE SMALL 1fTIMPRISE 

Small onterprises in doveloping countries are all very much alike. 

They have oharacteristics that are highly similar, despite any signi

ficant cultural or ethnic differences that way otherwise exist among 

the countries in which they are found. 

The operator of a small manufacturing business is a free-enter

priser. He enjoys the concept of having the freedom to operate his 

own business and to enjoy tho profits therefrom- and he is Ailing 

to face the difficulties of trying to suprort Idmself on the return 

from his efforts azd initiative. In endeavoring to make his business 

a viable undertaking, the man,-r:er xperiencos problems that ill be 

recognized by his counterpart in any other dlveloping country. And 

these problems are many. 

For example, such a small-enterpriser has problems of capital-

which is inevitably in short sup,,ly. He may have problems in 

securing raw materials of the qu-ality or quantity that he requires, 

or can afford to buy. He experiences difficulties in selling his 

products or servio,,s. He has production problems. Ho has super

visory problems. He has problems of quality control. Furthermore 

his prices are frequently too high for economically-minded customers, 

and he sometimes finds himelf in the uncomfortable position of 

having to bargain about the sales prices of his products.
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The 	need to negotiate prices in order to maintain a satisfactory 
oustomer relationship is a potentially rishy, procedure for the small
enterpriser, for 	frequently he keeps fo r if 	 any records and mer have 
only a sketchy idea of how well he is doing in his management, Is he 
making a profit': Sometimes he 	is not sure. If he is making a profit, 
how much is he !-.aking? This he frequently does not laIow. Could he do 
better? And 	 if so, hov? For the manager of the nmall enterprise these 
questions have a universal occurrence, no 	matter what the nature of the. 
industry or 	what typec of services are being rendered.
 

The keeping of records 
 in a systematic manner appocrxs off-hand to 
be a logical ansuer to many of those qust:ions, and is frequently
 
proposed 
as 	a first step to solving other related problems of small
 
business. 
 Yet 	 record-keeping does not invariably have as much appeal
 
to the srll-business manager 
as 	might be imagined, and 	frequenty he 

does not keep records.
 

'11 	 RECORDS ARR NOT LZV
 
The interested analyst finds various 
rebsons why records ar'e not
 

kept in sniall enterprise. 
Some of these are rather obvious: the
 
manager may 	have started his operation in such a small way that few
 
if any records 
 then appeared necessary. He 	 my think that they are 
still unnecessary, even tho.,h his operations hv.ve expanded rridely. 
In other oases the manager simply does not Imou how to set up 
records or 	how to keep them when they arc established., Furthermore, 
in developing countries the 	small-entarpriser may have a limited 
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literacy and must depend on others to perform this service. Sometimes 
his son or some reliable associate dll keep the accounts for him. 

Aside from these easy-to-detaot reasons for not keeping records, 

one reason is occasionally observed that is more subtle, What it
 
amounts to is 
 simply that the manager does wantnot to have the facts 

of his operation in a written form. The reason for this feeling is 
very real in his mind, but it constitutes a barrier to the adoption 
of modorn methods of managing his enterprise. The reason he does not 
want to see his activities recorded is that he is uncertain about who 

might secure some information from these records that could be used
 

against his best interests.
 

No easy or immodate 
 solution to this obstacle to better manage
ment is in sight. But whatever his rcasons 
 for not having records
 

may beg the manager must be convinced that benefits he realizes by
 

having them 
surpass the potential dangers created when his "secrets" 
are revealed to public offioiaIs or other legitimately interested
 

persons. 
 Somehow he must be assured that the dangers of o-en 

operation are sonot serious as he might imagine. Consideration of 
the nature of a good record-keeping procedure and what must be done 

to maintain it may assist in convincing him. 

TIHE CIUAACTISTICS OF A GOOD RCORD-KL.PING PROCEDUME
 

Ono of the difficulties experienced in 
 assuring the small-enter

priser of the value of good record-keoping is that he is unlikely to 
understand the procedure used. Will it require much paper worc? 
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Will it be expensive to maintain? Does it really have any usefulness
 

to him? Unless he is assured of its value, he is inclined to be
 

skeptical. So an explanation of the nature of suitable records for
 

his use is in order.
 

A few of the important oharaoteristics of a good record-keeping
 

procedure are: 

I. The records are as simple in design and operation as the 

nature of the processes they are reporting will pormit. Records in 

the small enterpriso need not be complex, and in many oases must not 

be, if there is to be any hope that they Aill be maintained. 

2. The records arc inexpensive to set up and maintain. To
 

establish any but an inexpensive rccord-ke.ping procedure in a small
 

business would be highly unrealistic. The sinll-enterpriser cannot
 

and vill not support financially any complicated, oxponsive system.
 

Nor should he be asked to.
 

3. The records provide pertinent information in a manner that is 

readily undorstandable. Clarity is a basic requirement. The need 

to avoid unnecessary detail, to oone ntrato on useful information, 

is another fundamental of a p-actical sot of records. 

WHAT MLUST BE DONID TO SET 1)? SUCH RIEORDS? 

Now the manager nay ask: How can I set up a useful record-keeping 

procedure? 'Uhat is required? 
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A few of the most basic requirements are noted below: These are: 

i1 Records must be kept up-to-date daily and entries must be 

accurate and completo. Incomplete or inaccurate records are a real 

danger to the manager, as he may be misled into making decisions that 

are as wrong as the figures on which they are based. This could be 

a serious matter, 

2. The manager must be interested in having all the critical 

information about his operation. He should not fear that others will 

learn his shop "secrets". Few shops really have secrets. Also, he 

must have the courage to face up to the facts that his records bring
 

to light, no matter what their nature* 

3. The manager must provide a clerk or assistant who is able and
 

regularly available to record all shop transaction, in case he does
 

not do it himself. This job oarinot be done haphazardly. 

4. The mantcagr must be Ailling and able to act on any information 

a record-keeping system wi11 roveal. Records can point the way toward, 

improved productivity and efficiency, but only if the manager is in a 

position to do %,at the records show shotild do will they beho of 

much use to him. 

5. The information summaries provided by the records must be 

compiled promptly, when they are still useful. The manaGor benefits 

little if vital information draim from his records is several months 

out-of-date. It should be avcilable soon enough so that he con act 

promptly on any unfavorable conditions the rocords reveal. 
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The manager who is prepared to introduce a set of records ful

filling these requirements will have taken an important step in up

grading the operating efficiency of his business. The importance of 

doing this should be, but is not always, understood. 

WHY RECORDS ARE IMPORTANT 

Although the small-enterprise manager will never experience the 

highly complex and numerous record-keeping requirements of the large com

pany, his operations are sometimes more complicated than is commonly real

ized. His small enterprise may frequently employ 10 to 15 workers
 

engaged in doing work on an average of eight to ten orders of varying
 

kinds. The scheduling of his work and the maintenance of a harmonious,
 

organized operation then becomes a more challenging task than is always
 

apparent. So the records are a necessity if the manager is to have
 

an organized approach to the handling of his affairs.
 

Sales, purchases, and all types of financial transactions are also
 

more numerous than can conveniently be handled without some semblence of
 

written records. In fact, details of the many things that happen
 

daily in a small shop are commonly too numerous for the small enterprise
 

manager to remember completely. He finds that facts too often tend to
 

slip out of his mind, even under the best of conditions. The records
 

the shop keeps, therefore, aid the memory of the manager. They are his
 

tools of management, and are as important to his shop as the tools he
 

uses to process materials or to render services to his customers.
 



(7)
 

In some 0ases, in fnct, his records of shop operation may be more 

important to him than the hand tools his workers use, for if ho lacks 

the management tools he needs to Icef:p his businoss advancing properly, 

he may have little use for the other tools. On the other hand, if he 

manages viell by using his reoords for planning and guiding his opera

tions, his enterprise should be capable of growth and he should enjoy 

a prosperous business. 

TIM XIRDS OF R2CORDS TIC, MWIAGIP SHOULD -P 

The manager of the small enterdorso vill need to consider what 

kinds of records are most appropriate for his nceds. t7hat records 

should be kept? The nature of these, of course, varies ith the work 

done, although certain basic records are comionly required by all 

manufacturing or service enterprises that operate ;rith efficiency and 

do their buiness in an organized maner. 

The first of these is a record of the daily financial transactions 

that occur. No manager can afford to risk the loss of money through 

unrecorded financial activities. So a careful record of his sales,
 

purchases, receipts, expendituros, pcenmcnts of rent, taxes and 

utilities, payrcnt of wages, and all similar transactions is required 

for good operation. 

Monthly and annual summaries then may be prepared, to wich the 

manager may refer in m0cing plans for future opraticns. 

The second required type of record is a production schedule that 

can be used to systematize the manufacturing; operations of the enter

pr se. The manager uses this record to plan the work to be done by 
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his employees, thereby avoiding unnecessary delay, confusion and 

missed delivury dates. 

A third form of record provides information on the quantity of 

materials and supoliGs the ma-arer kecps on hand. In small shops in 

developing countries, materials Erc a major portion of the total cost 

of most fabricated products, and moreover, imported high-quality 

raw-mtcrials are invariably very expensive. 

If such items are lost through caroloss handling, pilferage, poor 

storage or through other means,- and there are no records of the 

quantitics on hand-- further waste and unnecessary expense are certain. 

Planning for future operations is oasier ,hen the quantities of 

material and supolios on hand are known, and shorta-!:cs will occur less 

frequently. Therefore such records also are vital to the small enter

priser. 

A fourth type of record is one that analyzes the quality of the 

product produced by the small enterprise. A uonsistent quality can 

be maintained most readily .,;hen records of quality performance are 

on hand* The manger should not overlook the need for koping such 

records. 

A fiftk and final typo of rccord is one rolatvd to the workers 

and their job perform.nce. How, productive are the workers? How do 

thoy use their time? Time is one of the basic resources of the small 

shop, and it must be put to use just as effectively as other valuablo 

resources are, as a loss of time is an undesiraIblo expense for tho 

small enterprise. 
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Those five types of records should exist in some respect in near3y 

every businoss. Sometimes they are needed only in the most elementary 

form, and normally they should not be extended. beyond the immediate 

needs of the establishment. But, however they are set up, they must 

be useftil records. Proposed designs of such records are explained, 

and typical applications found in small enterpris.-i are illustrated 

in the following sections of this book. 

The first of these records, discussed in Section II, concerns
 

daily financial transactions.
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(n) 
Recording Daily Transactions 

THL fIPORTANCh. OF FI hNCIAL RLCCRDS 

Every small enterprise needs an orderly means of accounting for its 

financial transactions. Even the smallest business should have an account

ing system of some kind that -All reflect the results of operations and 

provide some measure of the financial pcsitien of the enterprise. 

If a suitable accounting of inccme ard expens es is provided, the manager 

of the small business will know the financial status of his company, as wel 

as the degree of balance or unbalance existing among his wages, prices and 

profits. 

A surprisingly large number cf financial transactions occur in a small 

enterprise. Goods are purchased, products are sold; raw materials are 

purchased and received; credit is asked for or extended; blls are paid; 

invoices are sent and payment is received; and many other activities 

occur regularly. 

Thus it would appear obvious that ke ping records of such daily trans

actions is one of the mcst basic requirements of a small enterprise if it 

is to be operated efficiently. Yet it is one that is commonly regarded 

as unimportant or treated with little consideration in developing 

countries. Many conditions lead to this attitude towards the recording 

of financial transactions. 

In some instances the financial sums involved are small, and the 

manager regards them as too unimportant to bother with. In other cases, 

a fixed routine has not been established for recording the transactions, 
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and they are overlooked or forgotten. Sanetimes the manager merely writes 

on a scrap of paper how much money changed hands in the transaction and
 

consolidates this with other notes of the same kind when the occasion arises
 

and time is available. Unfortunately, too often these notes are incomplete 

and sometimes are lost before they have been recorded, thus defeating the
 

manager's efforts to keep up vith his operations. Of course, many small 

enterprises do keep records, but too frequently they keep them in a way
 

that does not permit important aspects (f business activity to be summarized.
 

So the question arises: how may useful records be kept of daily activities?
 

knd what are the requiremcnts of such a record-keeping system? These
 

questions are very pertinent, because many small enterprises are criticaaly 

in need of such information. 

THL RLZAjUIRE TTS OF T.IBACTIM RECORDSR DAILY 

A few fundamental record-keeping requirements have been noted in thc pre

vious section of this book# in which simplicity of the system was cited as
 
a basic need. The necessity for keeping 2cmplete records was also stressed, 

as was the limitation of a modest financial investmcnt to set up and min

tain the records. In addition to these, other requiremcnts also arise in 

respect to record-keeping of daily financial transactions. Several of these
 

requirements ares 

1. The record keeping system used for recording daily financial trans

actions should provide three kinds of information: a) daily records of 

all transactions of a financial nature ; b) month suraries of all activ

ities occurring during the month; and c) annual reports of the same data. 
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2. The record keeping system used should be fitted to the kind of 

financial transactions that occur in the particular enterprise. The most 

critical aspect of this requirement is the question of whether business 

is done entirely through cash transactionsp or whether some form of credit 

is involved. In small businesses in developing countries, purely cash 

transactions are very comnon. In some instances, unfortunately, the 

manager finds himself in a position in which he is required to pay cash 

for all his purchases but is at the same time expected to offer credit 

terms to his custmers. This undesirable condition tends to strain his 

financial resources, and is one of the many difficulties of doing busi

ness in a developing eountryp where fully established credit negotiations 

are unconmon, latever the circumstances, however, the reccrds must be 

designed for prevailing conditions. 

3. The records should consolidate all item of information and pre-

Tent their being lost or misplaced. Small enterprises generally camot 

be expected to have filing cabinets or other formally established means 

by which notes on scraps of paper or business forms may be protected. 

Cempanies in industrially advanced countries have generally moved away 

from the practice of recording financial activities in large ledgers 

or other books designed for permanent storage. Yet the small enterprise 

in the developing country commonly finds it desirable to keep his records 

in such account books or ledgers, because doing so consolidatcs all items 

in a single book, and there is less likelihood that such a book will be 

lost or misplaced than that loose forms or notes will be. For the sake of 
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simplicity and safety, therefore, the use of ledgers or account books is 

recon end ed. 

Ot course, there am other require.mnts in record keeping, such as the 

necessity of having a reliable clcrk for raking the notations, and the need 

for devotedly accounting for all financial activities that occur. 

The smll enterprise that meets these requirements in setting up its 

accounting procedures should be able to enjoy many benefits that will come 

from such good management. 

I1hat are suitable ways in which such records may be kept? 

RECOR7D KLPIi r, SYST}L FOP. THL SIVLL EfIDLRPRfSL 

In an earlier, related publication, explanation was provided of the 

"Minimun Record System", which is a simple but effective means of record

ing financial transactions in a small enterprise. 

This record-keepirg piocedure may be applied in two different fcrms: 

a) as a method of recording transactions where only cash activities occur, 

and b) for those enterprises that do business on credit, as well as for 

cash. For purposcs of identification, these are referred to here as: 

a) the 1linimum Record System (Cash); and b) the klinimum Record System 

(Credit and Cash). 

The first of these, the Minimum Record System (Cash) has been cpplied 

widely in Northern Nigeria to the food-milling industry, including rice 

mills, cassava mills, corn mills., and in similar food processing establish

$" "Handbook of Managememt Principles for the small shop", It. F. Bruckart, 
Industr.al Development Centre, 3,967, p. 51ff. 

http:Industr.al
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ments, 

Adoption of these prccedures has been stimulated by a training program 

for entrepreneurs entering the field of food processing, who received 

technical and managerial training at the Irdustrial Development Centre in 

Zaria in the operation of their newly purchased milling equipment. The 

folowing example illustrates an application of the 14inimum Record System 

(Cash) to a Grain Mll, for which only the simplest type of accounting is 

required. 

AN EXAPllI OF THL MINDfI RECORD SISTEM (CASH) 

The manner in which business is done in such a Min establishes the way 

the records are kept. Every day dozens of village women cane to the 14i1. 

with sm.-U quantities of grain to be ground (generally several pounds). 

The Mill operator grinds each lot of grain separately, and returns it to 

the customer in the sae container in which it mas brought to him. Common

ly a wooden or metal box is kept in the shop, and the mill operator gathers 

the coins earned during the day in this box. At the end of the days the 

operator of the Mill will have accumulated coins from several dozen custo

meres, all of whose payments are individually very small. 

Obviously, it would be impractical to record each and every trans

action that occurs. Instead, a single notation at the end of' the day 

indicates the total money received for all milling operations of that day. 

Record-keeping is simplified in this way, so that unnecessarily detailed 

accounts are avoided, 
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The Minimum Record System (Cash) is most appropriate for such Mills,
 

as it permits all entries to be made on a single page of a record book,
 

and the design of the form minimizes the probability of incorrect
 

classification. An example of notations made during a one-month operation
 

of a typical Mill doing business for cash only is shown in Figure 2-1 

(Page 16).
 

The form used is largely self-explanatory. Col,mns 1, 2 and 3 

provide space for recording the date, rature of the item involved in the 

transaction, and name of the person or company with whom business is 

done. Columns 4, 5 and 6 provide spaces for noting the amount of 

money received or spent in the transaction. 

In the column headed MATERIAL OR SUPPLIES is listed all expenditures 

other than wages. In operating a Mill, these may include such things 

as purchases of lubricating oils or grease; the cost of grinding 6r 

boring mill-plates; the cost of spare parts of any kind; and materials 

used for repair of the building. WAGES include all payment for work 

done by regular or part-time employees. SALES include all income 

received from milling services.
 

The notations made in the DAILY RECORD FORM illustrated in Figure
 

2-1 are readily understood. For example, on February 1, the total of
 

all coins collected during the day for grinding grain was % 1.10.4.
 

This amount is entered for the date of February 1 under the SALES 

column. Every working day of the month has a similar entry of income 

from that day's activities.
 

Throughout the month various other financial transactions occur
 

in this mill. On the Third of February and on the Tenth, diesel oil was
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DAILY RECOID FORM
 

AlJnji Saadu Chibado Mill
 

MhTE ]T~m PERSON or SLJffl~U WAVGES 3IALES 

2 
orOMIANY 

T 
sd 

/oil_2___4' 
ts.d 

£" '
sd 

February I Daily Grinding 1.10.4 
" 
" 

2
3 " N 

2. 1.0 
1,15.4 

N 

3 
4 

Bought Diesel Oil 
Daily Grinding 

Malam A. 0. 8.0. 
2. 1.0 

44 Repairs to Buildin Malam B. 0.10.0 i.0.0. 
" 5 Daily Grinding 2.10.1 
" 5 Wages Operator 0.18.0 
" 5 Wages Small Boy 0.10.0 
" 5 Chop Money Small Boy 0, 3.0 
" 
" 
" 

5 
6 
7 

Chop Money
Daily Grinding 
Daily Grinding 

Operator 0. 3.0 
2. 4.6 
1.15.9 

" 8 Daily' Grinding 2. 3.8 
" 8 Bored Plates Malan C. 0.10.0 
" 9 Daily Grinding 2.10.5 
" 10 Daily Grinding 1.15.9 
" 10 Bought Diesel Oil Malam A. 0. 8.0 
" 10 Bought Paddy Malam D. 4. 0.0 
N 11 Daily Grinding 2. 0.0 
" 12 Sold Hulled Rice Halam E. 6, 00 

n 20 Daily Grinding 2. 6.4 
" 20 Mechanic Checked 

I.achine Malam F. 1. 0.0 
" 21 Daily Grinding 2.13.4 
" 21 Spare parts for 

min Local Store 0.15.0 
" 22 Daily Grinding 1. 5.6 
" 23 Daily Grinding 2. 3.4 
" 
" 

24 
25 

Daily Grinding
Daily Grinding 

1. 1.4 
1. 5.2 

N 26 Daily Grinding 1. 9.3 
" 
" 

26 
26 

Wages 
Wages 

Operator 
Small Boy 

0.18.0 
0.10.0 

" 
" 
" 
" 

26 
26 
27 
28 

Chop Money 
Chop 11oney 
Daily Grinding 
Daily Grinding 

Small Boy 
Operator 

0. 3.0 
0. 2.0 

1. 2.5 
2. 4.3 

TOTALS 10.4.0 b6.16.0 1 62.4.3 

Figure 2-1 
Illustration of the Dily Record Form used fur
 

Corn Mill Transactions 
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bought for W.8.O from Malam A. and this item was entered under the colubm 

headed MATIRIAL OR SUPI LIES. Entries also were made in this column on the 

8th of February, when the manager paid Malam C. W.10. for boring his 

mill-plates; on the 10th when he bcugkt soric paddy for t4.0.0. and on the 

21st for the purchase of spare parts. 

On the Fifth of the month, and weekly thereafter, the payment of wages 

is recorded. These include wages paid to the Operator and "Small Boy", as 

well as a three-Shilling allowance to each of them for "Chop loney". All 

entries of labor payment appear under the column headed ,.AGES. 

Totals made of each of these three columns at the end of the month 

provide a complete record of the financial transactions for the period. 

Daily transactions, therefore, when reccrded on a simple form of this 

kind, provide the basis for deriving monthly and annual summaries of the 

profitability of the mill. 

MONTHLY AND ANILL SRAMPJES 

The mill ovier is encouraged to nake monthly sumiaries of his finan

cial condition, in order that a continuing record of how well he is dolng 

is readily available. The practical measure of hmi wen he is doing is 

the level of profits he has earned during the month. In the training pro. 

gram at the Indastrial Development Centre, the mill order receives the 

following instructions for calculating his monthly profits: 
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At 	the end of tke month: (Reference l'o 	figure 2-1) 

1. 	 Total all items in Column 4 headed 1%TERAL OR SUPILIES 

2. 	 Total all items in Column 5 headed WAGES 

3. 	 Total all items in Column 6 headed SALES 

4. 	Add the totals of Columns 4 and 5. The sum of MTERIAL OR 

SUPPLIES and VAGES is the total cost of running the mill for 

the 	month.
 

5. Subtract the total in Item 4 (which is the tot al cost of running 

the mill for the month) from the total of Item 3 (which is the
 

total income for the month.)
 

6. The difference between these two items is the profit for the 

month.
 

Calculations far the Nill operation shown in Figure 2-1 are as follows:
 

1. 	 The sum of the items in Column 4 PTERIAL OI SUPPLIS is: 1O.4.O 

2. The sum of the item in Column 5 lAG'S is: L6.16.0 

3,. The sum of the items in Column 6 SALES is IM2.4.3 

4. The sum of Columns 4 and 5 is: 217.0.0 

5, The difference between the total of Column 6 SALES and the total cf 

Item 4 TOWiL EIXPLSLS is: W5°4.3. This is the operating profit for 

the month. 

An Annual Summary is readily established by keeping systematic 

accounts of monthly totals, as well as a cumulative total of the profit 

earned to date for the year. Figure 2-2 (Page 19 ) illustrates the 

method.
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Alhaji Saadu Chibado Mill
 

IONTHLY AND AFU UL S-IARY
 

MOTH MO'ThRIk.L WAGES TCTAL
TOTAL UONIX ANNUh L 
OR COST SALLS EROFITS PROFITS

SUWLILS (Col 2 + (Col 5 (Total ct
 
Col, 3) Col 4) Co. 6)

12 3 4 5 6 7 

JANUARY & 8.0.0 6.16.o Id4.16.O 262.5.9 107.9.9 107.9.9
 

FEBPUCRY 
 10.4,0 6.16.0 17.0.0 62.4.3 45.4.3 82.14.0 

Figure 2-2
 
Mlonthly and Annual Summar7 for a 
 Fcod-Processing Hill 

The item entered in Column 2 through Column 6 in Figure 2-2 are the sums 

calculated In the manner just described. The February totals the areon form 

those just determined, and Column 7 is a cumulative total of Ml profits earned 

to date curirg the ye r. Thus, through the month of February, a total of 

M.14.0 has been earned b7 this Mill. 

A FURTHER S3-LIFICATION 

The question is sometimes raised as to why It is necessary to separate 

total cost of wages from the total cost of material or supplies, as combining 

these would st.ll peri.t the profit to be calculated vey readily. To do this, 

it is suggested, would further simplify the procedures just described, 

This is quite true, and a modification of tke system already explained has 

becn adop-ed by the Small Industry Credit Scheme, This etiploys a form designed 
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as shown below. 2 Here financial transactions are reported merely as "Money 

Paid Out" and "Money Paid In". 

DAILY RECOTD FORM 

DATE ITEM PLR 
OR 

COL.PAI'ly 

IIOIWY PAID 
OUT 

LYOIX 
IN 

AID 

Jan. 
1 100 

6 

pounds 
fibre 
mats 

Ma.lam M. 

I4allhm S. 

1 5 

1 9 

Labor Mallam T. ti. 2 

Utter simplicity cf this sort can be very useful, especially for those 

operators i*hose primary interest is a set of records that reveals the extent 

of the nonthly profit, and for whom further cost analyses are of little 

interest. An example of such enterprises w:ould be a corn rill or a rice 

mill, of a very small size. For those enterprises where more complete 

studies of the distribution of the costs of operation are important, how

ever, the usefulness of separating the two item of expense (material or 

supplies, and labor) should not be overlooked, for the following reasons: 

a) A tendency for one or the other of thcse two costs to get out of 

line can be more readily detected if they are reported separately; 

b) It is good fundamental bookkeeping practice to separate the costs 

of i.ages from the costs of matcrial or supplies, because if eventually the 

enterprise should grow and require more precise record-keeping procedures, 

2 	 "Small Industries Credit Scheme Fund", Brochure, Mimeographed, undatcd, 
11inistry of Trade and Industry, Kaduna 
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the transition will be simpler; ard 

c) the manager will be more aware of the importance of his labor costs 

if they are reported separately. 

Those are benefits that can be enjoyed for little aditional investmcnt 

in time and no important increase in the complexity of keeping the records. 

For these reasons, it is recomended that except for the very simplest 

industrial operations, the procedure described earlier be employed. 

This completes the description of the Minimum Record (Cash) procedure. 

The recommendation for small enterprises that do business for credit 

as well as for cash is the Hinimum Record System (Credit and Cash) which 

is similar in principle to the accounting method already described. 

THE M UIURECORlD SYSTLH (CRLDIT LID CASH) 

The Kinimum Record System (Credit and Cash) is slightly more detailed 

than the procedure just explained but is by no means complex to install or 

to use. 

In this accounting method, two separate records are kept of financial 

transactions. These records are: 

1, INCOME AMD ACCOUNTS RECLIVAHLE 

2, COSTS, EXPLNSLS 1N ACCOUCNTS PAYABLE 

In the first of these records is recorded all receipts for cash sales, 

and all amounts of money owing to the enterprise for goods sold on credit. 

The second form provides a record of all cash payments for goods or 

materials purchased, as well as a record of all sums stillnwing to suppliers 

for goods and materials purchased. In Nieeria, these two accourts are commor

ly referred to as the "Debtor's Acgount" and the "Creditor's Account" res

pectively.
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Figure 2-3 (below) illustrates the design of these two forms,
 

and identifies the notations required by these two sets of records.
 

INCOME AND ACCOUNTS RECEIVABLE Month 

Sales Other Invoice
 
Date i v Cash Received from whom
Date Cash Receivable eceived for what Date Date
 

t.s.d t.s.d b.s.d Sent Paid 

2 3 4 5 6 7.2..
 

7,J
 

COSTS, EXPENSES AND ACCOUNTS PAYAbrE Month 

Materjll or
 
Invoice
Wages Supplies Other 

Date Cash -Paid to whom for what -

Cash Payable Paid Date Date 
t.s.d .s.d -t.s.d %.s.d Rec Id Paid 

Design of two forms used for recording daily financial 

transactions in the Minimum Record System (Credit and 6asj) 

The two forms are alike in design. The INCOME AND ACCOUNTS RECEIVABE 

form notes the date of the transaction, in Column 1; and the amount of
 

money involved, to be recorded in Columi 2 if for cash, and in Column 3
 

if for credit. In Column 4 is recorded the amount of cash received in
 

payment for credit sales of previous months; in Column 5 is the name of 

the company or person concerned and what the transaction was for. The 
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date the invoice was sent, and the date payment was received, are re

corded in Columns 6 and 7.
 

In the COSTS, EXPENSES AND ACCOUNTS PAYABLE form, the date of the
 

transaction is noted in Column 1; wages are recorded in Column 2; and
 

expemditures for purchases of material or supplies are recorded in
 

Column 3 if for cash, and in Column 4 if bought for credit. In Column
 

5 is recorded the amount of cash paid for bills incurred in previous
 

months on a credit basis. In Column 6 is the information as to which
 

person or company was involved in the transaction. The date the invoice
 

was received is noted in Column 7 and the date it was paid is writtcn in
 

Column 8.
 

An example of how these two forms are used is provided below.
 

AN EXAMPLE OF THE MINIMUM RECORD SYSTEM (Credit and Cash)
 

An example of the Minimum Record System (Credit and Cash) applied to
 

a leather-products enterprise is illustrated in Figures 2-4, 2-5, and
 

2-6 (Pages 25, 28 and 30).
 

1. Income and Accounts feceivable
 

In Figure 2-4, items of cash income and receivable items have been
 

entered for activities of the month of December. The transactions are
 

relatively simple. For exemple, on December 2, Malam Abdu paid ' 10
 

cash for&aldether jacket that had been tailored for him, and an entr-j of
 

t 10 is seen in Column 2, the "Cash" column.
 

On December 4, Mr. Brown ordered a pair of shoes, and gave an ad

vance of 1 2. He promised to pay t 2 more on delivery of the shoes. The
 

entry then made in the record appeared as shown on the followinp pare.
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INCO14E AND ACCOUNTS RECEIVABTE 

Sales Other 
 Invoice
 
Cash Received from whom
Date Cash Receivabli Received for what Date Date
 

s. d ts.d '.s.d Sent Paid
 

2,3_ 5 6 

Dec. 4 _t 2 t 2 Mr. Brown 1 pair of shoes 

That is,t 2 Cash was received, as noted in Column 2, and t 2 is 

owing as recorded in the Receivables Column, Column 3.
 

A similar transaction occurred on December 6, when M. Ahmadu ordered
 

two pairs of shoes, for which he paid t 2 in advance, and owned 3
 

more.
 

On December 11, 
Mr. Brown's shoes were finished, and he came into the
 

shop to pay the remaining ' 2 owing to the enterprise. The % 2 entered
 

earlier in Column 3 as Receivable was crossed out, and an entry was made on
 

December 11 for t 2 Cash, thus showing that theltransaction was complete.
 

The date "December 11" was written in Column 7 (Date Paid Column) on
 

the December 4 entry line to designate the date payment was made.
 

On December 12, t; 3.10.- was received from Mr. Smith in final payment
 

for a purchase he had made in November, and which had not been paid. 
This
 

entry is placed in Column 4, "Other Cash Received".
 

On the 13th of the month, Trader Sani ordered 20 pairs of sandals, ad

vancing t 20, and promising to pay the remaining t 10 on delivery.
 

7 
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Malam PhIkWUXEATHER PRODUCTS
 

INCOME AND ACCOUN4TS RECEIVAB'L
 

Month: December
 

Sales Other Invoice 

Date Cash .s dy CashReceived Received from whom for what DDateI Date 

Csh R.di.s.d Sent Paid 
- - | - - .I 

1 2 3 4 5 6 7 

Dec 2 t 10 M. Abdu- Leather Jacket 

Dec 4 2 Mr. Brown- One pair of shoes Dec 11 

Dec 6 2 M. Ahmadu- Two plair of shoes Dec 2C 

Dec 11 2 Mr. Brown- Final Payment 

Dec 12 3.10.- Mr. Smith- Final payment for 
November purchase -

Dec 13 20 10 Trader Sani- 20 Pairs of sandal. 

Dec 14 5 10 Art Shop- 12 poufs 

Dec 20 3 N. Ahmadu-. Final payment 

Dec 21 28 Craft Sales- 25 pairs sandals Dec 21 

Dec 24 4 Mrs. Jones- One hand bag 

Dec 26 24 M. Bala- Final payment for 
November purchase 

Dec 27 5 Mr. Thompson- Suit Case Dec 27 Dec 

Dec 31 10 Mr. Thompson- Full payment 

Dec 31 10 20 Kraft Centre- Variety products 

Total t 73 t 68 = 20.10.- Total Sales income for the month: A 141.-.-

Figure 2-4
 
The Income and Accounts Receivable form used in a leather-products
 

enterprise
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The 	same kind of transaction is noted on the 14th of the month; 
a
 

small cash sale was made on the 20th; and on the 21st, Craft Sales 

Company ordered 25 pairs of sandals to be delivered from stock imm

ediately. An invoice was sent on the same day (noted in Column 6) and 

the 	t 28 owing is recorded in the Receivable Column. The remaining
 

transactions of the month are 	similar to those already described.
 

2. 	 Costs, Expenses and Accounts Payable 

Financial activities involving expenditures and accounts payable are 

equally as simple to record as those just described. Transactions
 

arising in the same leather products enterprise during the month of Decem

ber 	are noted in Figure 2-5 (Page 28). 

In this example, the first transaction occurred cn December 1, when 

M. Paiko bought camel-hide lenther for t 5 cash from the leather-supply
 

compa-ny. The entry is shown on the first line under the "Cash, Material 

or 	Supplies" column, Column 3 of Figure 2-5.
 

The second entry of December 3 is also a cash payment and is recorded
 

in the same way. The entry of December 8 involves both cash and credit.
 

M, Paiko contracted with M,, Musa to paint the inside of the shop for a
 

total of t 6, of which t 2 was paid in advance, the remaining 4 4 to be
 

paid when the job was finished. The entry for this transaction then
 

appeared as shown on the following page.
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COSTS, EXPENSES AND ACCOUNTS.._.XABLE 

Material or Invoice
 
Sunpp Other
 

Date Wages Cash a Paid to whom for what Date Date
Payable 

.sd s~d =s.d t..d A Rec'd. PaidCash Payab e Paid. 

Dec _t_2_4 M. Musa- To paint shop 

On December 10, payment was made of the wages due the workers in the
 

enterprise. The Manager paid himself t 15, and two journeymen, an app

rentice and a watchnight were paid varying sume for their work during 

the month. These items of expense were entered under Column 2, as they
 

were payments for wages.
 

Ont ieu3th of December a bill for t 17 for leather bought in Novem

ber from the Leather Supply Company was paid. 

A tax bill for t 12 was received from the Internal Revenue Department 

on the 17th. 

On the 22nd day of December a quantity of sole leather was ordered by 

mail from the Leather Supply Company for t 20, and an invoice for this 

amount was received frorm the Company on the 29th. These last two items 

have not yet been paid, and be'th are considered "Material or Supplies". 

On the 28th, M. Musa was paid the remaining ' 4 for painting the shop, 

a job which he had just completed. The ; 4 payable entry was then X'ed 

out and the date December 28 was written in Column 7, on the line of the 

December 8 entry. On the 29th of December a bill of t 8.10.6 for October 

purchases was paid. 
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MALAM PAI:tO LEATHER PRODUCTS
 

COSTS, EXPENSES AND ACCOUNTS PAYABLE
 
Month: December
 

Material or Invoice 
Supplies Other 

Date Wages Cash Payabl Cash Paid to whom for what Date Date 
t.s.d t.s.d t.s.d Paidt.s.d Rec'd. PaidRcd.Pi 

2 3 4 5 6 	 7 
Dec 1 5 	 Leather Supply Co.

Camel-hide leather
 

Dec 3 3 	 Sales Commission-

Trader Ahli 

Dec 8. 	 M. Musa to paint shop Dec 22
 

Dec 10 15 Salary of Manager 

Dec 10 16 Salary of two F 
- journeymen 

Dec 10 4 Salary of apprentice
S--._ 	 . __ . , 

Dec 10 6 	 Salery of watchnight
 

Dec 13 17 	 Leather Supply Co. for
 
leather bought in Nov.
 

Dec 17 12 	 Internal Revenue for
 
Tax Dec 17
 

Dec 22 20 	 Leather Supply Co. for
 
sole leather Dec 29
 

Dec 28 4 M. Musa, painterg full 
.- .payment 

Dec 29 8.10.6 Leather Supply Co. for
 
...... .... various supplies- Oct.
 

Dec 30 3 5 	 -leather Supply Co. for
 
-, _____reptile 	 , skins 
 _ 

Total t 41 *G17 - 37 t 25.10.6 Total Cost: ' 95 

Figure 2-5
 
The Costs, Exoenses and AccountsPayable form used in a leather-products
 

enterprise
 

8 
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On the 30th, the manager ordered some reptile I skJ~ur, for which b3 was 

paid in advance and L5 was owirg, These entries were also "Materials or 

Supplies". 

1ith these transactions the month ended. 

The totals of aU the trnsactions were written at the foot of the fcrm* 

These are: Total Ccets: t95, of vhich 637 was still owing; expenses clasdi

flied as Material or Supplies: VA; and Wages: ig4*. Other Cash: :6 25.10.6 

3. The Monthly and Annual Sumnary 

The figures recorded on the Monthly and Annual Smuanary are identical 

in nature to those recorded in the systen previously described for cash 

tv sacticns. Determining the figures to be entered on this form to cal

culate the profits requires more computations tkan before, however. The 

needed calculations are noted below, and the figures derived fr this 

leather products enterprise are also listed, thereby denonstrating how 

the December figures on the MONTHLY AID ANNUAL SUi*IMRY were determined. 
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CALCUIATION OF DATA FOR MONTHIJ, AND A11WAL SU10ARY 

To 	determines 

1, 	Total expenditure s for Material
 
or Supplies
 

2. 	 Total expenditures for
 
Wages
 

3, 	 Total of all expenses. 

Leather Products example
1. 	 COSTS, LMPLS AD ACCOUNrS PATABU (Figure 2-5) 

a) 	 Total all items in Col. 2 (Wages) b 41 

b) Total all items in Col. 3 (Cash, Material or
 
Supplies) 17
 

c) Total all open (not XIed out.) items in Col. 4
 
(Payablej, Material Supplies)
or 	 37 

d) Fid the sum of Col. 3 and Col. 4 totals. This
 
is the total cost dt Material or Supplies. 54
 

e) Find the total of Wages (Item a) and Material
 
or Supplies (Item d). This is the total of
 
Expenses. 
 95 

To 	detemine:
 

1. 	 Total Sales 

2. 	 Monthly Profit 

2. 	 INCOME AND ACCOUNTS RECEIVABLE Leather Product example 

a) Total all items in Col. 2. This is the total 
of cash sales. 73 

b) Total all items in Col. 3. This is the total 
of all receivable items still due at the 
end of the month. 68 

c) Find the sum of these two totals (2a + 2b).
This is the total of all sales for the 
month. 
 1i441 



d) Subtract the total expenses for the
 
month (Item le) from the total sales
 
for the month (Item 2c). This is the
 
profit for the month. 1 46
 

To find the Arnual Profit to date: 

3. INTHLY AND ANNUAL SUMARY 	 (Reference Fig. 2-6) 

a) Enter the total from Item Id in
 
Column 2 54
 

b) Enter the total from Iten la in
 
Column 3 41
 

c) Enter the total from Item le in
 
Column 4 95
 

d) Enter the total from Item 2c in
 
Column 5 141
 

e) Enter the total from Item 2d in
 
Column 6 46
 

f) Total Column 6. Record this
 
figure in Column 7. This
 
is the Annual Profit to
 
date, 	 63%5,1O.3 

MfALAM 1A IKO W, TR PRODIUTS 

Z4ONTI AND ANNUAL SLNORY 

TOTAL M13THLY AIJUhL 

MONTH MATRIL CR MGS EXPENSE SALES M OFIT ER OIT
 
SUPPLIES (Col. 2 + (Col. 5 (Total
 

Col. 3) -Col.4) Col. 6)
 

1 2 	 3 4 5 6 7 
4JANUARY 140 J t 1 U1 6115 Jj34 I34 

"=-.' =, . " , ~.. 	 .,.,,-=. j.... , ........... 	 _.
 

OCTOE R 46.5.5 41 - 87 5 5 1185.5 36 2210 3 

NOVEOMU 32.10.- 41 70.- 122 4 ,to 269,10.3 

DEChXMR 54 	 41 _ 95 141 46 303.10.3 

Figure 2-6
 
Monthly ard Annal Suwrvir7 

as Applied to a Leather Products Enterprise 
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Other Cash Received and Other Cash Paid
 

Items of "Other Cash Received" or "Other Cash Paid" 

refer to payments for credit transactions of previous months, and 

therefore are not included in the totals of the current month. 

Credit sales or purchases are considered income or expenses of the 

month in which they were incurred, and therefore cannot be included a 

second time if they are carried forward to, and paid in a following 

month. They will be reflected, of course, in the amount of cash the
 

manager has received or has paid during the month, aside from his
 

current-month transactions.
 

A Study of Accounts Receivable and Accounts Payable
 

The manager raay wish to study closely the trends in his Accounts
 

Receivable and Accounts Psyable activities. So that he may know the
 

current status of each customer's account, periodic summaries of the
 

sums owing to him from important or especially active customers may be 

compiled from his records. In all cases, the manager will be well ad

vised to review frequently and follow-up actively all unpaid bills.
 

It is also well for the manager to preserve the credit status
 

of his enterprise by an occasional review of his outstanding debts,
 

and to make a continuing effort to keep such obligations to a minimum.
 

Periodic summaries or analyses may be readily prepared from his
 

records of unpaid debts, and will usually suffice to inform him
 

of his current financial condition.
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IABOPTION OF A REC'D-KLEPING SYSTEm! 

One of the two types of accounting practice described shculd generally be 

applicable to every small enterprise, whatever its products or services may 

bo. 

The manaer will fird it much easier to do his business uith reasonable 

efficiency when he uses a system ca accounting for his financial transactionsp 

and the two procedures presented represent a minimum requirement that mill 

fulfill the needs of even the smallest shop. The simplicity of these two 

systems recommends them for practical application and use. 

Ho'mver, it will be observed that the very elementary design of record

keeping described here may be modified to provide more detailed information 

if desired. For example, instead of a general listing of "Sales", one 

,iUt list saler under several headirgs according to types of products sold, 

PRles areas, or other variationsi Similarly, expenses may be broken down 

into a variety of headings, according to the wishes of the mrger. The 

procedures outlined here, however, have stated in the simplest basic terms 

how a minimum record-keeping system may be established. Further detail 

and more precision can be secured readily, of course* One way to acquire 

more precise figures is by the adoption of a more elaborate bookkeeping 

system. The "Double Entry Bookkeeping System" is typical of the pro

cedures available to the business manager. 

THE DOUBLE LNTPY BOOKKIMPL!NG SYSTEm! 

The level of operation pursued by the enterprise for .hich this book 

was written rarely should require a set of records more fornal or precise 
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than those described here. 

The Small Industry Credit Scheme, however, has presented a double

entry bookkeeping pro cedure for thos e whose operations are or might be

come sophisticated encugh to require the type of bookkeeping typical of 

more developed industry , and of larger manufacturing organizations. 

For purposes of records a description c" the double-entry bookkeep

ing system suggested by S.I.C. is provided in Appendix C of this book
 

and may be referred to for study or application if desired,
 

SUIARY OF RECOd) KUEEIM AND FIMNCI L TI.SACTIOU'
 

Keeping records of financial transactions is one of the fundamental 

znods of every manufacturirg or service establishment, no matter what its 

size. The need for simplicity in the acccurting system of a sull busi

bess is however.apparent, The two simple ofsystem record that-keeping 

have been presented should fill the needs of tho small enterprise whether 

it is engaged in manufacturirg or in some service activity. Progress in 

developnent and expansion of the enterprise will require such records, 

on which a study of the efficiency of operations may be based. The 

adoption of such pmcedures is, therefore, most Importayt. 

In the following section of this book is presented another form of 

record, which is used for recording and controlling the production process 

This, it will be found, is also a much needed adlition to the manage

ment operations of many small enterprises. 
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(III) 

Planning and Controlling Production 

TECORDS FOR PLANNING AND CONTROLIm3 PRODUCTION 

Records of busLness affairs supply information needed by all persons
 
who participate in directing the production process. 
 The usefulness of
 

such records is very apparent to those who are familiar with modern
 

industrial management. 

Yet very comnonly the small manufacturing enterprise in the develop

ing country keeps few records useful for plaming and controlling product
ion. The Manager of such an enterprise usually gives orders to his workmen 

on the basis of Jcb operations as he finds them at the moment. This quick 

assessment of operating conditions is generally made without the assist

ance of records of past performance or of the current status. We have
 

learned from experience, however, that management decisions made without
 

the guidance of such recorded are
data not necessarily the best. Usually
 

more effective programs can be adopted when 
 reliable performance figures
 

are available for reference.
 

So the manager wishing to 
manage well, usually finds it advantageous 

to establish records appropriate for his short-term planning of product

ion, and for assuring that such plans are carried out. The efficiency 

of his operations may be greatly improved if he uses his records proper

ly. 
Of course, often the manager does not readily recognize how such
 

records can help him, and he may not initially be very enthusiastic 

about the thought of keeping more records than the few he already has. 

And it is very correct that the manager should not be overloaded with 
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Tecord-keeping responsibilities. Understandably, any records of production 

planning and coitrol he adopts must be useful to him and practical for his 

particular circumstances.
 

Hal CANT PRODLETION PECORDS BE USEFUL? 

Many a small-enterprise manager may be found who will confidently 

assure one that production records are unnecessary in his business. Yet 

only a few questions put to him on the operation of his affairs will 

usually be sufficient to reveal how urgently he is in need of such assist

ance. We may ask him the simplest of questions: What orders do you have 

on hand? What is the condition of these orderis-are they on time, ahead 

of snhedule,, or are they behind schedule? Will the orders being worked 

on today by your workers be canpleted by their scheduled delivery dates? 

How much work has been done on each order? And when is the order expect

ed to be ccnpleted? The mr,,ager may regret his inability to provide 

ready answers to these questions. Or answers, if given, will be fragment. 

of memory, and not infrequently most inaccurate. 

Records used in the small enterprise should primarily answer the most 

obvious questions. First, what orders are on hand? The manager should 

have readily available some simple record of the orders he has ahead of 

him. What are the orders that are being worked on, and whet orders are 

available for future processing? Secondly, he will want to know: how 

well am I doing? That is, what is the progress on the orders being 

worked on at this ttime? He will wish to determine which orders, if any, 

need to be expedited and which can conveniently be postponed for some 
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time. Thirdly, he will want to know on the basis of the first two
 

answers: how should I srhedule my workers? 
 He will wish to assign
 

his workers to jobs in a way that will permit him to meet 
his comit

ments mot effectively. Which workers, he will want to ask himself,
 

should be doing which jcbs?
 

'Ihen the operato- of the small enterprise asks such questions of
 

himself, he embraces fully the 
 important responsibilities of a pro

fessional manager. Such 
a manager makes management decisions based 

on facts. rather than on opinion or guesswork. So he is a manager who 

has some assurance of being successful in the operation of his enter

prise. 

Three basic records are reconmended here for use in the small 

business, whereby reliable answers to the managerts schedulirg problems 

may be provided, 

These records are: 

1. The Order List 

2. The Production Record 

3. The V;orkers Schedule
 

Descriptions of these forms and 
 explanations of their use in the 

small business are provided in the following pages. 

I. THE OPDMT. LIST 

One of the most important sets of facts the manager needs for his 

planning is a systematic record of the orders he has on hand. The 

record the manager uses to accomplish this is the Order List. The 
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Order List provides writt an information on each order as to what must be 

produced; by what date it is required; and the quantities in which it 

must be made. It is possible to me quite an uncomplicated design of 

Order List and still acquire highly useful guidance. For example, the 

simple Order List shown in Figure 3-1 (Page 39 ) illustrates a typical 

application for an artisan making leather products, 

In this examples the entries needed to complete the form are: The 

Order Number; the customer s Purchase Order Number, if any, and customerlS 

name; the item ordered; the promised date of final delivery; the promised 

date of partial delivery, if any, and the delivery date of the balance; 

also the date the order was inVoiced after completion. 

Thus, in Figure 3-1, Mrs. Brown ordered a leather bag (Order 

NuzMbr 65) for delivery on October 15. The bag was completed and a bill 

submitted on October 17. 

On Order Number 66 , Kano Craft Shop placed its Purchase Order 

Number 264 for 24 pairs of sandals. Partial delivery of cne dozen of 

these sandals was promised by October 20, and the balance by November 1. 

The order was completed on time and an invoice was submitted on November 3. 

The remaining entries on the Order List are similar in nature to 

those described, and are the open orders on which the enterprise is 

working or will soon be working. 

Having a list of prondsed delivery dates before him is a great 

assistance to the manager in schedulirg his workers to meet his product

ion camitments.
 



ORDER LIST 
Alhaji Saadu Leathor Shop 

ORDER 

No. 

CIJSTOIP S: 

Mr.-~"~a 
IIDelivery 

Item Ordered 

I()WISED DATE 

Delivery I rir-

OF: 

Ba1la.nc 

Daita of 
Invoica 

65 Urs. Brotm Lcathor BiC Oct. 15 Oct. 17 

66 264.+ duna Craft 3hop 24 pairs sandcals Oct. 20 Nov. I Nov. 3 
I dozen 

67 Alh. uhn- cd-r.dcr 12 brief cascs Nov. 8 

68 92 University Shop 10 brief casos Nov. 15 

69 alan PAudu Trader 12 ladics handbags Nov. 15 Nov* 25 
- 6 bags 

70 
71 

Mr. Smith 
, r~s. Jonos-.xport 

2 pairs shocs 
8 suit cascs 

Nov. 
Nov. 

12 
10 

72 72J Trader Ahli 1 oufnoufs No 14,,_N--. 

Figure 3-1 
Order List as .pplicdto a small loathor-rToduots ostablishoent 

(As it appocrs on Novcmbor 4) 
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Furthermore, the Order List not only provides a running record of all 

orders on hand but also is a record of orders already ccmpleted, vhich 

makes it even a more useful document. In fact, only short experience in 

using an Order List is generally enough to convince the mmger that this 

wu of doing things is preferable to manipulating mentally the many item 

of order information relating to his enterprise. 

Adoption of the Order List in a IsimU enterprise therefore, a
 

practical first-etep towards more 
 systematic management of production 

operations.
 

29 THE PRODUCTION RECOIL 

But it is no more than a first step. Having established what orders
 

are on hand# the manager will also wish to have a record of how well
 

ewdetl currently baing worked on are progressing. Are delivery dates 

likely to be me with production proceeding at the present rate? Are 

any orders falling behind? If so, can other-orders be delayed while 

extra efforts are made to bring the late orders. up to date? These 

questions are more readily answered when the manager has at hand a 

record of where his production efforts stand on any given day. The form 

used to provide him with these answers is the ProductionRecord. The 

importance of establishing the. Production Record may be readily exnlaln

ed,
 

Practical experience of those who have thpcbserved operation of. 

many small enterprises reveals that unless he has a record of his current 

productiOM Qtw. tba wnager 1.3 41moot certain t~o Zavq g9Uv gr 9 
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hand that will not be completed by their scheduled dates, (as well as some 

others that may be finished earlier than necessary.) The whole production 

situation is often quite confused when the manager relies entirely on his 

memory to establish where his operations stood at the moment. And this can 

be a serious matter, for many managers lose orders because their delivery 

comitme.A-s are not kept. Customers will simply not buy from an enter= 

prise whose deliveries are consistently late. In fact, unreliability 

is one of the most harrassing deterrents to small enterprise profitability. 

CAMPIL. OF IRODUCTION PICMD 

An example of a Production Record applied to the operation of a craft 

shop making leather products is shown in Figure 3-2 (Page 42 ) (The Order 

List for this same enterprise was illustrated in Figure 3-1, (Page 39). 

Provision is made on the Production Record for notirig 

the Order Number; the item to hich it refers; the daily and total 

production to date for each day of the month; and the day each order is to 

be completed. By daily comparison of the quantity produced to date and 

the total required as of a specified date, the manager can readily recognize 

which orders need to be given special attention in order to meet his delivery 

obligations.
 

In Figure 3-2, for example, Order Number 67 calls for 12 brief cases 

to be made by November 9. This is designated by the number "12" written 

in the "Total" line on the fth day of November. Starting on November 

Second, two brief cases were made on each day for six days, and the order 

was completed on time on the Eighth of November. These entries are noted 



ORDER 
NUtLBMI 

67 

' i 

12 Brit 
Caco 

PRODttCTI(O 

____ 

DAILY 

TOTA 

PRODUCTION 

Alhx-OLSadu 

12 3 4 

0 2 2 21 -
0 2 

RECORD 

Lcathor Shop~ 

Novembcr 1966 
t

5 6 17 89 '10 12 

2 2 1~ 
-8to 12 

-

- -

14'1 16 

-

68 

10 Briof 

Casco- -

DILY 

-TOTAL - ' - - -
I 
------12 

1 1 1 

4 

1 

5 

2 

7 
-

70 

6 
DAILY 

12 Th'zdbags 

TOTAL 

DAILY 
2,P ses-

TOTAL 

-p 

- ! 

12 

I1 

22 

0 0 

2 

r 

0 

I 

2 

1 

3 

71 8 Suit 
DAILY 

TOMA 

2 
21, 

1 

3 

1 1 

72 10 Pou s . 2 

Picumz 3-2Production Record cap. lLie to a loathcr-prOducts outablishnont 
(Asc it apoared on Novoribor III 
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in ,,he "Daily" production and 'tTotal" production lines. 

Order Number 68 for 10 brief cases is progressing, and seven have 

been made by the 11thp thus suggestirg that the delivery date of the 

15th can be met vithout difficulty, 

Order Number 69 for 12 handbags is on schedulep or a bit ahead of 

schedules 

Order Number 70 for two pairs of shoes was completed several days 

earlier than was necessary to meet the required delivery date, 

Order Nimber 71, however, has fallen behind. Only five of the 

eight suit cases on order were completed by the. 10th of Novenber,9 and 

one more was done on the 11th. Special attention to canpletig this 

'Job is now required. 

Similarly, Order Number 72 is late, Only eight poufs have been 

completed on an order for 10, due on the 10th. At least two days wil 

be lost on this order. 

The manager who has before him a record of this kind can more 

readily determine the most appropriate actions required of him to keep 

his production in balance with his delivery dates. In some instances 

he may hold up the starting dates of new orders if other orders are 

Wfaling behindp and concentrate his efforts on completing the late 

orders.
 

In other oases he may delay continuing production of items already 

on schedule or ahead of schedule, so that orders behind schedule may 

be brought up to date. 
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In instances where his capacity is already fully utilized, and he is 

still net able to keep up ith his orders, the manager may wish to employ 

temporary labor in order that the scheduled deiivery dates may be kept. 

Under such circumstances, new orders may be given delivery dates extended 

further into the future than is usual, in order tt. avoid continued delays 

in conpleting existing orders6 

.hatever types of action are implied by the conditions existing in
 

his enterprise, 
 the manager will be guided by the systematic provision 

of reliable records. In fact, he is unlikely tb wish to operate his 

business without this kind of recordh after he has learned to use it 

effectively. 

Furthermore, the applicability of ihis kind of planning record is
 

very wide. It can be adopted usefully by many kinds bf siall enter

prises, 
 including: carpenters, tailors, metal-workers, craftsmen bf LWny 

kinds; shoemakers; and bakers. The list of manufacturers who can use 

this type of record with benefit is, actually, almost endless. Also it 

will be especially useful to those managers who are endeavoring to 

expand their establishments, or to widen the scipe of their operations, 

THE PRODUCTION PECORD FOR MXPANDIMf ENTRPRPISkS
 

Small enterprises that have made efforts to expand 
their sales and 

enlarge their scope of activity will usually acquire modern machines 

capable of faster and more accurate operations than the hand-methods 

previously used. W4hen this happens, the manager finds that his pro
duction capability will be greatly increased. He may, in the same 
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amount of time, be able to do several times the quantity of imrk done 

before, or, conversely, may be able to do the same amount of work as 

done before, in a fraction of the time originally required. 

Inasmuch as the procurement of machinery generally implies that a 

loan has been negotiated, there is usually a need for the fullest utili

zation of the machines throughout the day, so as to secure the greatest 

possible return from them, and thereby facilitate re-payment of the loan 

as rell as to increase the level of profitability of the enterprise. 

The practical meanirg of this requirement is that the manager must 

somehow increase the number of orders for his products, or, preferably, 

secure orders for larger quantities of production runsor lorger of the 

type of products he is accustomed to making, 

The manager finds, however, that when he undertakes to produce large 

quantities of products, rather than the one-at-a-time, small-volume 

production he has been accustomed to, he must also change his production 

methods to fit the nes, conditions caused by tha use of faster, more 

accurate machines and by the larger orders he is handling. 

The usual effect in manufacturing large quantities of products is 

that a "Component Production" method is required, rather than the "Unit 

Production" method used before, 

COMPONLNT PRODUCTION ,, WIT PRODUCTION 

That is, in the Unit Production method, a worker uil- undertaike to 

fabricate or process a product completely from the first operation to 

the last. He will do all operations required, and other vorkers also 
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making similar production item will also do all required operations. 

For small-volume production, this is an adequate and satisfactory method 

production. For larger volume output# however, the manager finds it 

advisable to adopt the Component Production methods whereby different
 

workers perform different operations on the compenent pats of the product.
 

That is, the product is analysed in terms of the unit operations 

required to fabricate or process its,. and these operations are divided into
 

balanced units of work among several workers who continue to produce unit 

parts of the product until all components required by the order are 

completed. Then additional workers concentrate on the final assembly or
 

finishing fabrication of the completed components, and brirg it into its
 

final form. 

When. the production method changes, so, Laso, mtst the method of 

keeping the Production Recrd of that performance.
 

Far example, when an order is received for a product to be manufact

ured in relatively large quantities, the manager must plan his product

ion procedures in somewhat greater detail than is normal when complete 

products are made one at a time.
 

The first step the manager undertakes in these conditions is to 

list all required operations in the production of the item. These 

operations are then broken down into groupings depending on the number
 

of workmen to be employed on fillirg this order, and on the urgency of 

completing the order. That is, generally the more workers put on the 

job, the quicker it will be finished. 
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An explanation of how these plaming steps are performed is provided 

by an example taken from a wood-working shop. 

EDAMPML OF PJ.AI.IIG FMR CCIFONDIT PR.ODUCTION 

An example of Conponent Production is illustrated by the manufacture•
 

of a wooden stool, produced in rather large quantities by a small company. 

The appearance of this stool is suggested by Figure 3-3, (Page 48 ). 

It is assumed here that this small woodworking company has received 

"Order Number 126" for 200 "Easy-Rest wooden stools", an item typical of 

the standard lUne of wioden products produced by this small enterprise. 

The purchaser asks eor delivery no later than three weeks from the accept

ance of the order. 

The manager of the small business, therefore, undertakes to establish
 

how his product will be produced and what the requirements will be to
 

meet the requested delivery date.
 

First, using a simple form identified here as a "Production Estimate", 

the manager lists all operations required to fabricate this product, using 

modeim wood-working machinery capable of high-speed and accurate operation. 

His workers are well-trained in the use of this equipment. 

In Figure 3-4 (Page 49 ), the Production Estimate is illustrated, with 

the eleven distinct operations the manager has listed. These are the
 

required steps in making this stool. 

The 11 operations have been divided into four groups. Three workers
 

will work simultaneocusly on the first nine operations, making the compo

nei'ts of the stools. The manager estimates 20 completed sets of cmponents 
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per day per man as a reasonable expectation. 

All components must be completed by the same day, so that the final 

assembly and finishirg operations may begin without unexpected delays. 

Having established the expected production capacity for the components 

of the product, the manager may estimate the completion date and determine 

for cost purposes the anticipated man-hours required for each stool manu

factured. 

In the Production Estimate illustrated, the units of work to be done 

are identified by the letter symbols A. B, C, and D, and individual 

workers perform each of these groupings of operati or. 

Figure 3-3 

/ Sketch of Easy-Rest wooden
stool made in a woodworking'shop 



Product Easy Rest :ooden Stool PRODUCi'ION ESTDAA-Quantity of Order 200 Order Number 126 

OPRATICIS Symbol 
_rouco 

it 
_-Ptc Man Days r1u4re%I 

1. 

2, 

3. 

Dress Luribr- Pl-ne to 
3/4* thiclmess 

Saw to aipproximate length 

Joint Edges 

A 20/day/ban 10 

Black OfCar. lumbcr in 
?lanlcs 1" x 12l, Tro 

stools are made per 
plank. 

5. 

Rip to width 

Joint Ippod edGO 

6. 

7. 

ark not size and cut to 
finished length by bcnd srw0 

Rout edcs 

8. 

9. 
&nd surfaces 

W-rk and dril 
asscmb33r holos 

pilot and C 20/dnq/z= 10 

i0. Asscmble -. th sCrcWZ 

D 40/a; /rn5
1IIFinish surfaco corlctce 

Production 3timcto made on 
Fi~ure 3-4 oponc t production ce a wroodon 

stool In Q woodworkina shop 



THE PRODUCTION RECORD IN COHPOIMNT PRODUCTON 

Day-to-e~.y reports of component Production a Aitered on a Product

ion Record in a manner similar to that described earlier for Unit Product

ion methods., 

Notations on the. Report must, however, be made. by component groupings 

of operations, in the same manner as the work was done by the several 

workers. 

For the wcoden-etool example described, the appearance of these 

notations on the Production Record Is illustrated in Figure 3-5, 

(Page 51 ). It is observed that a standard production of 20 items per 

day ,er man has been maintaimd for each of the.three early component 

operations, permitting this production to be ended by June 9. The 

assembly and finishirg operations have begun several days before the 
components were all completed, thus sayii some time and providing the 

possibility of finishirg the job by the 11th of June. 

When Component Production methods are used as described here, it is 

preferable to have production continue withoat irterruption from other 

jobs of shorter duration. The ski~ls the w .ker develops in usirg 

modern machines are most effective when parts are produced in an un

broken sequence without unnecessary delays cr charge-overs. The 

continuous schedulirg for production of the wooden stool in this manner 

is reflected in the Production Record shown in Figure 3-5. 



PRODUCTION RECORD o 

NO0lDA 1 2 3 4. 5 6 7 8 9 10 11112 13 

A 

D 20 

6o 

20 

80 

20 

100 

20 

20 

20 

1+0 

20 

160 

20 

180 

20 

200 

126 

______ 

126 C 

:D20 

IT 60 

D0 
-2 

I o 

20 20 20 

80 100 120 
- - -

0 20120 
-

80 100 120 

20 

1_20 
1 

-

20 

-. 

140 

20 

20 
6 

-

20 

160 

20 

20 200 
180 200 

- 1200 

20 2 

~Q 004 
18020 

__ _ 

_ 

_ -4__ 

126 D 
D 

1 -T 
404040 

10 80 120 

4 

160 
200 
----1120 

_ 

1 \ 

PiL'zro 3-5 
]l=13plc of a Production Rocord ap'lied to tho
rcporting of componont production of a woodon 
stool it- a vmod-worlcing ontorpriso 
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THE SERVICE ENTERPISE APPLICATION 

The small enterprise that provides servicesm as well as tQe one that 

Examplesmanufactures products, is also in need of such planning records. 

of typical enterprises include services such as radio-repair, automotive 

repair, cycle repair, painting, and tanning. The Order List already des

cribed can readily be modified to fit the needs of such service enterprises. 

An example of an adaptation of the Order List to a radio-repair shop is 

illustrated in Figure 3-6 (Page 53 ). Similar information is provided on 

this form as on the Order List already described, (Figure 3-1), and no 

further explanation is required here of this adaptation& 

In addition to the Order List, however, the serviceshop manager will 

also require a means of noting the progress of the wcrk on his orders, 

just as is true of the manufactiring enterprise. In his case, however, 

a weekly record of progress, isthet than a daily reports is usually suffi

cient. An example of such a Weekly Service Record for tadio repair is 

illustrated in Figure 3-7 (Page 54). Here the number of each order being 

worked on at the end of the week is listed aiA a graphic means is provided 

for noting the extent to which each Job has been completed. In this example 

a small "X" is placed opposite the Order Number indicating the manager's 

best estimate of how nearly complete the jcb is. The starting date and the 

planned completion dates are listed also, as well as notes comenting on 

the status of each order, 

For example, the Weekly Service Record for Order Number 122 shows that 

this order, as of the week-ending July 18, is approximately 3/4 complete 



ORDER LIST 
MalaM Sani Radio Repair Shop 

ITJR XuoIs SERVC mO ZSED TE DATE OF 

122uu 
CUSO1.U? NMEOF DELIVERY 114VOICE 

-

123 

124 

Malam Tukur 

Malam Husa 

Replace Sp oker 

Check Volume Control 
July 28 

Jl 1 

126 

125.......U..... 

Malam Umaru 
ReplaceTransformer 

Check Circuit 

July 19 

July 23 
127 Mala= Mohaamedu Check Circuit July 20 

I-

Figure -t
An Order List applied to a radio-wepair enterprise 



1MThKLY SERVICE ITAMDWekEdn uYI 
Mala= Sani Radio Repair" 

ORDER HO' IUCH OF TIC JOB 3B STARTING PIAIM D DATE 
KM-MRI COGIPfrMD? DATE (P COIIMON NOTES 

122 1 July 12 July 20 On time 

123 X ? July 28 Waitirg for spare parts 

124 X July 4 July 18 Delayed-worker absent 

125 X July 15 July 19 Completed 2 days 3te 

126 X July 17 July 23 Ahead of schedule 2 days 

127 X I July 6 July 20 Need to expedite 

Figure 3-7
 

A Weekly Servic e Record as applied in a radio service enterprise 
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(as 	shown by the X placed at the 3/4 mark,) The order was begun on the 

12th 	and is expected to be completed by the 20th. 

Work on Order 123 has not yet begun because of a delay in securing 

apare parts, An X is placed at the "0" mark indicating that nothing has 

yet been done on the order. Other orders are ccnpleted in varying degrees 

as shown by the notations. 

A study of Figures 3-6 and 3-7 shows that the two sets of information 

on these forms are closely related; and by using these two documcnts the 

manager makes it easier to have his orders completed with the least delay 

and 	in a proper sequence for delivery to his customers. 

3. 	 'IIEWCKLRS SCIDULL 

Even in the small enterprise, however, whether it is a manufacturing 

establishent or a service organization, the manager needs to make plans 

for his workers and decide which workers are to work on uich jobs on 

each day. Under unorganized conditions, this "work plan" is comonly a 

spur-of-the-4m Tnent decision made at the instant a worker needs to be 

placed on a job, The need for good managerert, however, suggests that it 

should be a considered decision if the most logical arrangement of workers 

and 	jobs is to be secured. Even if the manager tries mentally to visualize 

what his schedule should be for the next few days, he will find it a complex 

and annoying task, uhich can be performed much more readily if a detailed 

reference record is available for his guidance. Adoption of the two 

records already discussed for production planning leads icgically to the 
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development and use of a third form by which a work plan may readily be 

devised. This is the "Workers Schedule". 

The V'orkers Schedule is prepared by the manager at the end of each 

week to plan the work to be done in the week ahead. Figure 3-8 (Page 57), 

illustrates the use ct such a form. 

The wcrkers' names are listed on the schedule as well as the dates of 

the 	working days of the forthcoming week. After reference to t he Order 

List and Production Record (or Service Record) the number of the order to 

be worked on is written opposite the name of each worker for each day of 

the 	week. In this way the manager allocates jobs to the workers in a 

sequence permitting him to finish the job on time. 

For examplej in Figure 3-8 we nt e that the manager scheduled Order 

Number 122 to be completed on the 20th day of July, after %hichthe 

worker (Malam A) is scheduled to ork on Order Number 124 for the rest 

of the week. Malam B is scheduled to vork on Order Number 128 al week. 

Malam C will work on Order Number 127 on the 20th and 21st, then change 

to Order Number 126 on the 22nd and 23rdp then to Order Number 130 for 

the 	rest of the week. 

As the week proceeds, occasional revision of the work plan may be 

required. These changes can be mrde readily, however, by crossing 

out the planned Order Numbers and writing into the spaces the substituted 

Order Numbers. To make changes in an existing plan, of course, is far 

superior to not having a systematic plan of vork in the first place. 



vWom; 'Rimy SCHEDULE 

Mal= S..i I. idto 1iopLfr iook Idin . July 25 

amo/ateJuly!7brers 

!kdlz2A 

Un1,n C 

IS.rnm D 

20 21 22 23 24 25 

122/12l4 121+ 121. 121.. 124 124 

128 128 128 128 128 128 

127 127 126 120/30 130 130 

125 125VI31 131/132 132 132 132/133 

Yi(curo 3-8 

ihc orkor, W'e kly Sohodulo as appliod to w.4io
 
ropair. (Tho numbors 122, '0241+ 128 etc. refer
 
to Order Nuzmbors of opon orders)
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The Workers Schedule, therefore, presents the manager with a Lwans of 

recording important planning information. If the Vlcrkers Schedule is to 

be valuablep however, the manager must keep the Order List and the Product

ion Record up-to-date and complete. The Workers Schedule is dependent on 

the accuracy of these two other documents for its usefulness. The manager 

may wish to post the Vorkers Schedule in the shop for ready reference by 

the workers, and thereby simplify his supervision. 

SW']lIKRY OF PRODUCTION COMTROL RECOPI) KILPIW, 

The manager of the small enterprise, whether engaged in production 

operations or service activities, requires certain basic plaming inform

ation. 

He needs particularly to have three types of records: 

a) he needs to know what open orders he has on handi 

b) he needs to know how well he Is doing with the orders 

currently being worked on; and
 

c) he needs to plan his workers' time so as to meet his
 

caumitments and get his orders cmpleted on time.
 

Three forms have been suggested to provide ready answers to the questiom 

that arise when the manager uni ertakes to plan and control the operations 

of his enterprise. If he uses these records, the manager stands a better 

chance of operating efficiently and profitably, than if he relies on his 

aemory in making the necessary management decisions. 

The manager can almost be guaranteed to step up his operating perform

ance by using these planning tools if he has never kept such records before. 
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Additional records equally useful to the mnger are described in
 

Section IV, the following section of this book. These concern materials
 

control,
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(Iv) 

Records of Material or Supplies 

THE NEED FOR RECORDS OF MATERIAL OR SUPPLIES 

In small manufacturing enterprises in developing countries, the 

raw materials from which products are manufactured are likely to be 

a major expense item. They frequently constitute a greater portion 

of the cost of making the product than the labor and overhead invest

ment combined. Yet commonly few if any records of material or 

supplies are kept by such enterprises, and records that are Kept are 

often inadequate for the degree of control that the value of the 

material justifies. 

Large manufacturing companies in industrially developed countries 

have found it desirable to set up precise records for controlling their 

materials, to insure that economic quantities are kept on hand- not 

too much, yet not too little. In contrast to that condition) the 

record-keepirg procedures needed in a small enterprise in developing 

countries are very elementary. Nevertheless the requirement cannot 

be overlooked completely. The importance of keeping correct records 

of critical raw materials on hand is, in fact, easily recognized. 

If too little material is available, the manager of uhe enter

prise sometimes unexpectedly runs out of stock and finds himself un

able to continue hii production operations. Then a production shut

down occurs for the period needed to procure a new supply of the 

material. If the procurement timc is short, little time will be 

lost; but if a long time is required, serious interruption to the 



(61)
 

Production plans of the enterprise occur.
 

On the other hand, 
 having too much raw material on hard also Is 

a problem. Than the manager finds himself with his working capital 

tied up in supplies that are not immediately useful t o him, and
 

which may lose their value a
over period of time through deterioration 

or obsolescence, or from other causes. 
This :19 a form of unnecessary
 

waste that he wishes to avoid.
 

DETERMOINING TIM CRITICAL MATERIALS
 

In order to avoid this l(ss, the manager must first determine
 

which of his raw materials are critical to his 
continued operation.
 

These "critical" materials are those that are fundamental and with

out which he would be unable to continue his production. In a small 

t-epii, thnoo critical materials are likely to be relatively few, 
thus easing the requirmczat of maintaining the records needed to 

control such items. In a bakery, for example, critical materials
 

include such items as flour, yaist and sugar. 
In a shoe-manufacturing
 

shop, critical materials include the several kinds of leather needed
 

to make shoes. 
In a radio-repair shop, (a service organization),
 

critical materials include certain electronic components used fre

quently in making repairs; wire; solder; and like items necessary
 

for continued operation of tr enterprise. 

The nature of these critical materials varies, of course, with the
 

type of business, and is different even among busine3ses of a given 

type. Each managr, therefore, must make his own list of critical 

materials as a first step in establishing a control over their avail
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abilty. With this step, the manager decides which and how many of 

his mterials he should control thrcugh his records. As a second 

step, he should study his production records and determine how much 

of each of these materials he uses annul y, as a guide to the 

purchasing and record-keeping procedures he will set up. 

Having determined the kinds and quantities of critical materials 

he uses, the manager next must consider whether his present storage 

facilities for these materials are adequate. 

KEEPING CRITICAL MATERIALS 

One of the frequently found characteristics of the small enter

prise is that little attenti on is given to the careful storage of its 

raw materials. Expensive materials too often are left scattered on 

the ground or are jumbled together with other supplies or scrap 

parts. This condition makes it quite difficult to know what material 

is available or how much there is of it. Consequently having made 

a list of the items of material that are critical to his operation, 

the manager should now undertake to provide suitable storage facil

ities for such items, For example, if he uses sheet steel, the 

sheets should be stored on shelves or on racks in a sheltered area 

that is protected from the dargers of pilferage and weather. If 

the raw material is in bags, these should be stored on a wooden 

platform on the floor to avoid deterioration from drt or water. 

If the raw materials are parts of a small size, they should be kept 

in a series of wooden bins or boxes aid arranged on racks or shelves, 
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vwlh appropriate labels identifying the items. There are many other 
eommplee, and it is an easy caelusion to reach that material records 
Will have their greatest usefulness to the manager who uses systema 


atic means of storing his 
critical materials. Moreover, recognizing 

that his list of critical materials is likely to be fairly short, the 
manager will need to make only a small investmcnt to accomplish this, 

and in many cases the savings that result will more than compensate 

him for any expenditure needed to set up adequate storage facilities. 

THE PRINCIPLES OF MATERIAIS CONTROL 

The effect of using supplies of available materials is like 
spending personal money: the more we use, the less we have. And if 

we continue using cur resources without replacing them) we will 

eventually be withaihd rxa'-ces, whether money or materials. The 
fma) tn*,erprise that has no systematic means of knowing how much
 
of any critical material should be kept 
on harnd, or when new supplies 

should be procured, faces a danger of running out of such materials 

and temporarily going out of business until additional supplies are
 

available.
 

The natural question that arises a
from study of this effect is: 
how will the manager know when to order a new supply so as to minimise 
the possibility of running out of material, yet avoid overloading him

self with unnecessary supplies? 

Two factors that affect this decision are: a) How much time is 
required to purchase a new supply of the material? (This time is 

referred to as the "lead time") and b) haw much of the material is 
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used during the lead time? 

The effect these two factors have on the point at which a new order 

should be placed may be expressed as two simple principles: 

a) the longer the time required to purchase quantitites of a given 

material, the more must be kept on hand to avoid running out of stock; 

b) The more material that is used during the lead time, the more 

must be kept on hand to avoid running out of stock. 

This means that each critical material will have a different 

orderirg point from any other material. That is, it is unlikely that 

any two materials will have the same lead time we)J theas as same 

usage during that time. Each critical material, therefore, must be 

ildivlduil]y considered. 

Of course, the manager can use simple arithmetic to calculate an 

approximation of his stock needs. Fr example, if he knows that 

critical item "A" is used in quantities of approxmately 10 per week, 

and the time to secure new supplies of this raw uaterial is 1 month 

(4 1/3 weeks) then he knows he ell use 43 item during the period 

needed to get a new supply. That is the "usage during the lead time". 

But if there is a delay in procurement, or other purchasing difficult

ies arise, an additional "safety stock" will be needed. 

Having no means of determining what this level of safety stock 

should be, he would have to do some guesswork, and still would not be 

sure that he was guessing correctly. 

This problem has been equally trcublesmne throughott the years 

for large manufacturing companies, as well as the small ones, as their 
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qmantities of stock on hand and usage are great, and the losses result

ing from being out of stock could be very high. Fortunately for the 

small-enterprise manager, he 
can benefit from the work that has been
 

done to solve this problem for the large companies, and ready 
answers 

are now available to this question.
 

The procedures used by progressive companies have employed statisti

cal calculations to establish the appropriate re-order points under 

varying conditions. 
The re-order points have been calculated with a
 

mathematically determined probability that stock will be on hand at
 

all times based on an established level of usage and a known lead 

time.
 

The small-enterprise manager will have no particular interest in 

the derivation of these figures but can adopt them freely. 
If he 

uses them, he will enjoy a good certainty of having an adequate but 

economic supply of his critical materials on hand. The list of re

order points referred to appears in Table 4 - 1, (page 67). 

Use of the Table is simple. Assume, for example, that a manager 

of a small bakery uses an average of 3 bags of flour a day and that 
1 

3 days are required for procurement of the flour. 
The "Lead time"
 

For explanation of the procedures- referred to here, see: "ProductionControl", N.V. Reinfeld, Prentice Hall, p. 266; "Scientific Programming
in Business and Industry",, A. Vazsonyi, John Wiley & Sons, p. 296;'Management for the Smaller Company., Ed. Elizabeth Marting, American
Management Association, p. 203; and "Basic Course in Production Planning
and Control", Department of State, A.I.D. Comunication Resources
Division, p. 51ff. A probability of stockout of 1%has been employed

in the calculations for the Table.
 
The last two references cited above are available in the Library of


the Industrial Development Centre, Zaria. 
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therefore, is 3 days, and the "usage during the lead time" is 9 bags of 

flour. Referring to the Table, the manager will see that he should 

re-order his flour when his supply on hand drops to 16 bags. 

In referene to the problem raised earlier of the shop having a
 

usage during lead time of 43 pieces of critical material, the solution 

to this question can also be determined by use of the Table. A re

ordering point for a usage of 40 pieces during lead time is read to 

be 55 pieces. And a usage of 50 pieces during lead time requires
 

a re-order point of 66 pieces. For a usage of 43 pieces during lead
 

time, therefore, a proportional figure between 55 and 66 can be calcul

ated. This is 58 pieces. (That is, 0.3 x (66-55) = 3.3, and 3.3 + 55 

58 approximately.) This figure should provide the manager with adequate 

ames ume thit hie 5tock needs will be maintained at an economic level. 

THE ORDERING QUANTITY 

Now the manager will wish to know what is the mcet econamic quantity 

to purchase of the critical material when he orders a new supply. He 

has already established the minimum quantity he should have on hand of 

each material, but will still have to decide whether to buy in quanti

ties that raise his supply on hand well above the minimum level, or 

make small purchases so as to keep quantities Ion hard as close to the 

minimum level as possible. 

Three factors affect the decision that the manager will make in 

this respect. These are: 

I. The cost of the material. If the cost of the material is high,
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TABLE CF REORDER POINTS FOR MATLRIA L CONTROL
 

USAGE DURIIEf REORDER USAGE DUPING REORDER 
LEAD TIME POINT LEAD TIME POINT 

(1) (2) (1) (2) 

0.5 2.0 70 90 
.1.0 ., 10180
1.5 4 90 112 
2.0 5 100 123.,2.5 6 150 179 
3.0 7 200 233
4.0 9 250 287
5 10 300 340 
6 12 400 447
7 13 500 554
8 15 600 657 
9 16 700 762 
10 17 
 800 866
 
15 24 900 970
20 30 1000 1074
25 37 1500 1590
30 43 2000 2104 
40 55 2500 2617
 
50 66 
 3000 3128
 
60 78 4000 4147

5000 5165 

Example:
 

A small-enterprise manager uses of a50 pieces certain 
critical material each month. The "lead time" is 2 months. 
At what level of stock should he reorder? 

Answer:
 

With a usage of 50 pieces per month, and a lead time of 
2 months, he will use 100 pieces during the lead time.
 
Reading opposite the number 100 (Column 1) on the Chart,

the reorder point of 123 is noted (Column 2). He should
 
therefore, reorder when his 
stock level falls to 123 
pieces.
 

Table 4-1
 
Chart of reorder points for material control
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t.he marager wt13. fAturpily wish to minimize his investment and will 

purchase a small quantity.. Cheap materials can be bcught in larger 

quantities, of course. 

2. The storage space available. If he has adequate storage spacep 

larger quantities can be procured without difficulty, but if his 

storage space is very limited, the quantity purchased will again be 

reduced to a figure close to the practical minim=m. Usually, however, 

the amount of storage space needed by unita of the material is a 

consideration also. That is, a bag of flour, for example, requires 

more storage space Than a small bax of iW i" bolts. Frequently the 

small enterprise has little storage space and a decision to minimize 

purchase quantities is most practical. 

3. The cost of orderin the materials. Often the cost of placing 

an order in a small enterprise is very low, so this also encourages 

the manager to order frequently for the minimum quantity consistent 

with his needs. 

Of course, the quantities in which a material is in the market 

place also affects the size of the purchase. For example,. flour for 

bakeries is sold in units of 100 pounds, while other parts and 

materials are sold in boxes of 1000, in units of 100 square feet, or 

in similar standard quantities. The manager must then purchase in
 

these quantities. In most 
cases, however, he can adjust his purchases 

to fit his needs without much interference from this requiremnt. 
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The manager, therefore, may generally be advised to purchase in 

quantities that keep his stock on hand just above the reorder point, and 

place orders frequently. The safety stock included in his reorder point 

will usually be sufficient to fill his needs and still give im the 

necessary protection from ruming out of critical materials. In cases 

where the conditions of the market suggest that material of any kind 

is likely to become more difficult to procure, the lead time will be 

extended and a new higher level of reorder will have to be established. 

This means that the manager will have to store more of the material, 

and will consider purchasing larger quantities when orders are placed. 

The necessity for the manager to pay close attention to his available 

stock of such items becomes obvious, therefore. His close study of 

the market condition in respect to these materials also is imperative, 

if he is to avoid bepig eaghf wI-th shortages in the supplies necessary 

for bin 1 operation.n-inued 

AN EXAMPLE OF MATERIAL CONTROL 

An illustration is shown in Figure 4-1, (Page 7f), of the variation 

of a critical material in a small leather-working shop. The manager 

notes that he requires apprcsdmately 3C) square feet of chamois leather 

a year, and that an average of two months lead time is needed to secure 

new supplies. From these facts, he determines that a level of 66 square 

feet is the minimum he should have. He decides on a standard purchase 

quantity of 75 square feet. As the materials are used, the quantities 

on hand fall, then rise again as new supplies arrive, and the process 
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Ls repeated again and again. A detailed explanation of the events shown 

in Figure 4-1 folcTs. 

DETAILED EXPIANhTION (F THE EVENTS 

The events that occurred in this enterprise are readily understood. 

As of January 1, 90 square feet of chamois leather were on hand. During 

the month 18 squ'wire feet were used. 

On February 1, therefore, 72 square feet were still available, but by 

Fnbruary 2, only 66 square feet remained. o Order #27 was placed to 

purchase 75 square feet more. Before the end bf the'month, another 17 

square feet were used. 

On March 1, 1,9 square feet were available, and 20 were used during 

the month.
 

As of April 1, 29 square feet were in the stores and 10 square feet 

more were used by April 8, when the 75 square feet ordered on Order #27 

arrived and were placed in stock. Seven square feet more were used 

during the remainder of the month. 

May starts with 87 square feet on hand, of which only 10 square 

feet were used before June 1. 

June started with 77 square feet available, and by the 16th of the 

month a level of 66 square feet was reached, when Order #30 was placed 

forthe standard quantity of 75 square feet. Six square feet more were 

used before July 1. 

Following months continue in a similar manner. 

This illustratin shows how the manager may minimize his quantities 
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of mterials on hand, and still operate with a reasonable certainty that 

he will have sufficient supplies fr his needs. 

The question must now be considered, however, as to what records the 

manager will need to accomplish such a control over his critical materials 

A RECORD FOR MATERIAL CONTROL 

The record used to maintain an adequate material ccntrol in a small
 

enterprise need not be complex, but 
 can be very simple and easy to keep
 

uip-+,o-date.
 

In most cases in small businesses, the easiest way of controlling
 

receipt and usage of materials is through a "Bin Card", which is 
 a record 

placed with the material at the storage point. When the manager removes
 

a quantity of the material, he records it on the card; and 
 when he adds 

material to the supply from incoming purchases, this also is not ed. 
A typical Bin Card is illustrated in Figure 4-2, (Page73), as applied 

to the leather-working shop referred to in Figure 4-1 for the months 

of January through April. 

Notations made at the top of the Card identify the material it refers 

to; the bin in which it is to be placed; the re-order level; and the 

purchase quantity. Dated notations are entered periodically for quanti

ties taken out of the bin (OUT); for quantities added from incoming 

orders (IN); for which the Purchase Order Number is also noted; and for 

the quantity in the bin at the moment (BALANCE). The additions and 

subtractions are so simple they need no detailed explanation. 
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DESCRIPTION Ct L tA-rFR, 
REORDER PURCHASE 75 

BIN NO: /.2 LEVEL: -. F*.QUANTITY: 

DATE PURCIRkSE IN OUTORDER NO. BAANCE 

FB.z 6 66
 

FF8. /2. 17 4
 

Figure 4-2 

Typical design of a Bin Card used for the leather-working

shop referred to in Figure 4-1 for the months Decenber 
to April. 
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In most small enterprises the Bin Card can be kept with the material, 

and recordings on it made by the manager himself. He will thereby be 

exposed repeatedly to a record of the available supply of this particular 

material and can assure himself that the quantity on hand matches the 

recorded quantity. 

Despite the aailability of records, errors occur and materials are 

sometimes used and notations forgotten, so deviations from the recorded 

figures may easily arise. A check at least once a week to assure that 

this simple materials control record is maintained will usually prove 

a good investment of the manager Is time, recognizing that his number 

of critical materials is small and the quantity kept on hand has 

already been minimized. 

In some eterprlses, of course, it may not be practical to keep the 

Bin Card with the material, as for example in a concrete-block manu

facturing company, where materials are loce e and may not be kept in a 

"bin" in the usual sense, and may even be exposed to the weather. 

Keeping a similar record in a book in the manager's office may then 

serve the required purpose. The design of the Card, however, will be 

similar to the design already illustrated, 

In other instances, where raw materials are used in small quanti

ties regularly throughout the day, and may not be taken fran a bin 

in specific unit quantities, the task of recording OUT figures is 

different from that of other cases. For example, in manufacturing 

enterprises where ordinary sand is used, quantities used throughout
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+,Ii day may not be in measured standard units. In this case, the manager 

may measure or calculate the total usage at the end of each day and make 

a single notation. 

In other instances variations in the design of the form or in the 

recording procedures may have to be adopted; but in principle, the
 

procedures reccmmeaded 
 here will be very adaptable to most small-enter

prise needs. Such records have a high utility, and the manager will 

be wise to pay 4.lose attention to his material control records. 

SUMMARY OF MATERIAL CONTROL RECORDS 

Before the manager can set up proper material control records, he 

must know certain things: whirh are his critical materials; haw long 

it takes to purchase them; and hav, much is used. With this knowledge 

Un hand, he must decide what quantities he will purchase and how they 

wIll be stored physically so as to minimize deterioration. 

A procedure enployed by large canpanies for establishing minimum 

quantities to be maintained has proven applicable to small enterpris es 

also, and this procedure has been explained here. 

With this information established, a simpl Bin Card or equivalent 

form may be created to record daily usage or replenishment, and a 

running record of available supplies can readily be maintained. The 

need for periodic personal attention to the condition of the supplies
 

camot be overlooked, however.
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K ro.urd-kIplnx equirement explained in the next section 

of this book refers to the maintenance of a good product quality, 
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(v) 

Quality Control Records 

TIM IMPORTANCE CF QUALITY CONTROL RECORDS 

It has been observed that "The manager of the small shop is not so 

conscious of his need for quality control as he is for certain other 

requirements of his business...." Because this is true, he is unlikely 

to 	keep very effective records of the quality of the products he produces 

and therefore will be without adequate means of determining whether 

unnecessary waste is occurring in his manufacturing process. 

Often custcmers are not critical of the quality of the products 

they purchase from such small enterprises, and in many instances are 

more concerned about the price of the product than about its quality. 

So cheap products are made and cheap products are sold, and both 

manufacturer and purchaser are satisfied. 

We should not assume, however, that because the items manufactur

ed by the small enterprise are inexpensive, no records of quality 

control are necessary. The need for such records is determined by 

the necessity for minimizing waste and maximizing the usefulness of 

the material and labor resources applied in producing the product, 

whether it is an expensive or inexpensive item. In the expression 

"quality control", the word "quality" does not refer merely to 

high-value, expensive products, but also to inexpensive items with 

a low sales price.
 

4 	 "Handbook of Management Principles," R. F. Bruckart, Industrial 
Development Centre) Zaria, p. 35 
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In fact, many shops, large and small, have a policy of producing 

low-priced, low-quality products to supply the needs of a particular 

market. In other enterprises and for other products, the quality 

level is set high, and only products attaining that level of excell

ence are acceptable. The important thing is, whatever the value of 

the product, a standard of the desired quality should be established, 

whereby the qua.ity attained ray be measured, and the degree of 

effectiveness in using available resources of labor and material may 

be closely controlled. 

To "control" quality means to assure that a product is produced 

that is neither significantly better or worse than the established 

standard for that product. Thus the first requirement for quality 

control is that the manager have a clearly established concept of how 

good a product he is trying to make. Havirx this understanding, and 

producing the product according to this standard, he will ish to 

receive periodic information on any items that are produced that do 

not meet the established standard. Then reasons for such a short

fall in quality may be determined and action taken to correct it 

and to avoid the repetition of similar waste in future operations. 

.The process of doing this is the process of quality control. 

As was demonstrated earlier about daily transactions, and about 

production control and materials control, even simple records aid 

the memory of the manager in remembering the facts of his operation. 

Quality control is no different. It also is easiest to do through 
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the usj of records.
 

QUAITY RECORDS AND THE QUALITY CONTROL PROCESS
 

The need for such records arises at two points in the quality
 

control process, namely 
at the point where standards are established 

for the products to be made, ani at the point where the manufactured 

product quality is compared to the standard for that product. 

The five steps in the Quality Control Process in any kind of small 

bmns'uas establishment are: 

14 Establishing the quality standard 

2. Producing the product according to the standard 

3. Comparing actual results with the established standard 

4. Taking co-.ective action when necessary 

5. Revising the standard if necessary
 

T; -se five steps and 
 the two points of record control are illus

trated graphically in Figure 5-1, on page 80. In normal practice, 

Steps 2, 3 and 4 of this process will be repeated regularly as product

ion continues. 

Step 1, in hich the quality standard is established, is the first 

point at which quality records are required. Here are listed specifi

cations and dimensions that constitute the standard for the product. 

An alternative for such records is to prepare a sample of the stand

ard product to which routine production may be compared. 

Step 3 is the second point in the process of quality control where 

records are needed. 
Here records are kept of any defective parts
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produced, and of the extent of the loss incurred through such below

standard manufacture. 

Step 5 in the process of quality control suggests the necessity 

of revising the standard. This is a remedy that should be mployed 

infrequently, as such changes are properly made only when the stand

ard is set too low or too high, or if some aspect of its manufacture 

is too challenging or expensive for processing in the manner or at 

the cost anticipated. It should never be used merely to permit 

defective products to pass inspection in order to avoid financial 

losses. Passing on to the customer products that are known to be
 

defective is not only an act of questionable ethics, but is als o bad 

business, as it has an undesirable effect on the reputation of the 

establishment. 

The informatio n the manager needs to maintain his product quality 

depends, of course, on the kind of business activity he is conducting, 

and on the types of products he is manufacturing. It is desirable 

now to consider further the nature of this required information.
 

4HAT 7HE 14ANAGER SHOULD KNOW ABOUT HIS PRODUCT 
 QUALITY 

Any manager wishing to adopt a record-keeping procedure for his 

product quality needs first to establish what characteristics of his 

products determine their "quality". Many things affect quality. 

Among these are: surface finish as in leather products, fabricated 

sheet-steel products, ani furniture. In some cases, the color or 

color consistency of the product is important, as in clothing, in 
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certain food products, or in the manufacture of paints. In other 

instances, mechanical movements or fits establish the quality of a 

product. For example, a pair of hand-shears designed to cut paper 

should operate so that the two blades move freely and out smoothly 

along the edges, Frequently the dimensions of products are important, 

as in the size of a pair of shoes, or of a garment, or the dimensions 

of spare parts for automobiles or any mechanical device. 

In the case of food products, taste, color, hygienic preparation, 

cleanliness and careful handling influence the customer t s decision on 

quality. In many cases the expected life of a product determines its 

quality. For example, a knife that loses its edge in a very short 

time will not be regarded as a quality product, nor will a garment that 

wears poorly. And shoes that wear out long before they should are 

considered inferior products. 

In many cases. quality of a product is also a function of the 

consistency of its critical characteristics over an extended period 

of manufacture. For instahce, if the taste or texture of a given 

type of bread varies from day to day, and the custaner is never sure 

whether he will get a good loaf or not when he buys one, he will 

conclude that the quality of the bread is poor. Consistency in the 

dimensions of spare parts for motorcycles or other vehicles is 

another example of the need for this type of quality. 

Finally it should be noted that the relative value of the raw 

materials in a product also influences its quality. A ball-point 
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pen, for example, may be made in inexpensive models of cheap materials 

such as plastic, or may be fabricated with great refinement in gold or 

silver or other valuable materials. The latter model is regarded as
 

being of "higher quality" than the cheap model, although the operation
 

of the device may be identical in both cases. It is clear, of course,
 

that no matter what the value is of the raw materials of which a
 

product is made, if it does not function properly, it will still be 

regarded as having low quality. That is, if an expensive ball-point
 

pen does not write properly, the fact that it may be made of gold does
 

not give it more quality. Performance in mechanical devices is the
 

most important feature of their quality.
 

So whatever the nature of the products made by the small enter

priser, he must have a clear concept of what constitutes a standard
 

product and what the characteristics are that identify that quality.
 

With this information at hand, he is in a position to establish the 

records of the first stage in his quality control.
 

THE FIRST STAGE OF RECC D KEEPING IN QUALITY CONTROL
 

The first stage of record keeping in Quality Control is to 

establish which characteristics of the product are important to its 

quality. A simple listirg of these characteristics, along with other 

dimensional information is usually sufficient for the small establish

ment. If these characteristics can be made sufficiently clear by
 

written description, this should serve as a reliable reference for
 

quality checks of newly made products. If the written word is
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insufficiently descriptive or clear, a sample product made according 

to the standards required for that product may serve to clarify the 

specifications. 

An example is provided here of how such a product quality may be 

established in a small business. The example is taken from an enter

prise making a small, leather traveling bag. This small bag has high 

utility for travelers and is a popular product of this leather-working 

artisan. The bag is made of camel's-hide leather, is lined with an 

attractive durable cloth, has a side pocket with zipper closure,a 

and a large zipper opens on the top. The two leather-covered handles 

of the bag are designed for comfortable carrying. A sketch of the 

bag is shown in Figur e 5-2, page 85.. 

In order to maiixbain the established quality of this product, the 

manager had to decide what the characteristics were that were critical 

to its quality. Six things were listed (shown also on Figure 5-2) 

which he regarded as important. These, as will be noted, concerned 

the action of the zippers, the quality of the stitching, the color 

characteristics, and neatness in affixing the lining, 

With a sample of a properly-made bag available, and a list of the 

critical characteristics affecting its quality, the workers can be 

guided in fabricating this product. Such standards minimize any
 

tendency to deviate from the established quality level. 

The time and effort to create such quality standards and morLitor 

them closely are best Justified for those products for which a 
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THE READY-TRAVELER 

QUALITY CHARACTERITICS OF THE P ADY-TRAVEIR BAG 

1. Both zippers must slide smooth2r and close tightly 
2. Stitching -in edges of bag must be even and without loose ends 
3. Color of leather must be consistent and surface must be clean

4. Handles must be stitched carefully and equal in size

5. Lining of bag must be sewed carefully around edges and fitted 

neatly. No rough edges of the lining must be seen.
 
6. Rings supporting handles must be triple-sewed firmly to the bag
 

DIMENSIONS OF THE BAG
 

Length: 20" 

Width: 12" 

Height: 14" 

Quality characteristics of the Ready-Traveler Bag 

FigureJ



(86)
 

regular production is maintained, and which have a good sales level. 

Such standards may not be necessary for the occasional product that 

will not be made a second times or for products having little demand. 

The maintenance of quality becomes a vital matter, however, in the 

manufacture of items for 	which there are repeat orders and of which 

there is a relatively regular and continuous production. This
 

requirement is related 
to a simple principle of small enterprise
 

iperation, which 
states that: every small-industry manager should
 

es$_abL_),j a lie
standard of products fcr his business.
 

ESTABLISHING A STANDARD 
 LINE OF PIODUCTS
 

One 
 of the basic principles of small-manufacturing operation is
 

that every enterprise should concentrate its efforts on a line of
 

products that can be sold in 
 fairly large quantities, so that pro

ductivity in fabricating these products 
 will improve and worker skills 

will be developed. A consistency in quality, too, will be secured 

and production time will be reduced when products are made in larger
 

quantities. Waste will 
also be gradually reduced as skill in making 

the 	product increases. 

In large companies, precise product standards are established on 

quantitative terms, Dimensional tolerances, degrees of finish,
 

smoothness of surface, - many of these characteristics of a product 

are standardized within narrow ranges to assure its consistency and 

excellence. The small enterprise usually canot employ such exact

ing standards, but the manage, still needs to have a tangible measure 
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on which his quality is to be based. The provision of prodnt specifi

cations and a sample of a standard product for the items in his stand

ard line of manufacture is a requirement he cannot afford to ignore, 

however, if his product quality is to be maintained. The provision 

of the product standard, therefore, constitutes the first stage of
 

quality control. The second stage of quality control records is the 

canparison of the Qualitv of the fabroicated product with the establish

ed standard. 

THE SECOND STAGE OF RECORUD KEEPING IN QUALITY CONTROL 

Of equal importance to the creation of a product standard is the 

control of product quality in routine production. 

In a small enterprise, quality control must be simple to carry 

out but yet must be equally as effective as the same process in a 

large shop. Control of quality is based on a comparison of the excell

ence of the fabricated product with a standard product of the same kind. 

In the small enterprise the manager visually checks the critical points 

in the manufactured product, and on the basis of what he finds deter

mines whether it is sufficiently similar to the sample to be accepted. 

In cases where the standard is not completely achieved, a decision 

must be made about what is to be done vith the product. If it can be 

salvaged and repaired, this may be done. As, for example, if the 

stitching in a leather bag is not neat enough, it may be possible to 

rip out the stitches and do it again. If no repair is possible, 

however, the manager may have to scrap the product re-usc theor 
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material it was made of. For en.mple, in a bakery, if bread was burnt 

by having been in the oven too long, it must be discarded. In a carpen

try shop, wood, in wooden products that do not meet the standard, may 

frequently be re-used for other products. 

No matter what action is taken on below-standard items, however, 

waste and unnecessary expense will occur as a result of having made an 

inferior product. Even if the product can be re-worked, there will 

still have been a loss of labor, time and materials that should not 

have been experienced, and if it is used as raw material for other items., 

or if it is scrapped, the waste in materials and labor is quite apparent. 

The records of the manufactured quality level, therefore, should also 

include notations of how defective products have been disposed of, in 

order that a summary of the trends in quality control may be prepared. 

These and other characteristics of such records are described below. 

QUALITY CONTROL MJCORDS 

Quality control records must be useful to the manager as a tool of 

management. Obviously they must do more than merely tell him how much 

acrap occurred or how many items that he manufactured did not meet the 

established standard. They must also provide the opportunity of 

determining what or who caused the waste. In small shops more than in 

large ones, much of the work is done manuaal.jy and quality, good or bad, 

is more the effect of the degree of care taken by the worker doing the 

task than anything else. 

Thus the quality records of the small enterprise not only must 

http:manuaal.jy
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help the manager determine what happened, but must also enable Im to 

associate the vork done with the worker who did it. If a given worker 

caused one or more scrap items, was it because he lacked skill? was 

careless? didn't understand the standard requirement? didn't have 

proper tools? or for sane other reason? 

The usefullness of quality control records$ therefore. arises from 

the process that is necessary to create them. That is, first, all items 

manufactured are inspected visually or with measuring tools, to deter

mine whether they match the working standard. In the small enterprise, 

generally 100% of the items made must be checked, and all critical
 

characteristics of each item are inspected on the basis of the 
known 

standard. Quantities are usually small enough that a 100% inspection 

can be made without excessive time requirements.' 

Second, the manager making the inspection notes on his quality 

report his comments about any faulty ites and the reasons for their 

deficiencies. He will then discuss withihe worker who did the job the 

cause of this faulty work and advise him what the appropriate action 

is to avoid it in the future. It is a principle of quality control 

in the small establishment that there is no substitute for close 

5. This recommendation, of course, assumes that the inspection can be
made without destruction of the product. In the case of food products,
for example, where tasting or drinking the product is the only means of 
inspecting it, obviously sampling inspection will be necessary, otherwise 
no salable product would remain. Infrequently the production of the
small enterprise is in such large quantities that 100% inspection is 
impractical, as for example in a concrete-block manufacturing business,
in which hundreds of blocks may be made daily. Sampling inspection is
also called for in these cases. Such enterprises are relatively few, 
however. 
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Personal att ention by the manager to t he quality of the products produced 

by his workers. No matter how detailed are the records that are set up, 

they can never substitute for the interest the manager takes in seeing 

that his workers are producing according to his standard. 

His close observation, supported by an appropriate quality ccntrol 

record, will go far in making consistently good quality a real possibil

ity. 

Let us now consider the form a Quality Control record may take in 

the small establishment. 

THE QUALITY CONTROL RECORD 

The design of the quality control record for the small enterprise 

may vary depending on the circumstances under which it is used, but it 

usually will approximate the form shown in Figu-e 5-3, page 91.... 

Every Record is likely to note the job number, the item worked on, the 

cause of the rejection, the name of the worker responsible and a nota

tion of how the article is to be disposed of, whether scrapped, re

worked, the material to be salvaged, or whatever may be done with it. 

The example shown in Figure 5-3 illustrates a typical report for 

a day's activities in the enterprise of a leather-artisan. 

Throughout the day, the manager periodically checks the work of 

his employees and notes any items that are below standard. For example, 

a zipper sewed incorrectly in leather jacketa called to t hewas 

attention of the worker responsible, and he was asked to re-work that 

part of the job. In this instance only the time of the worker was lost. 



QUALITY CONTROL 
 RECORD 
Alhaji Musa Manaja - Leather Artisan 

OBE 
JOB ITEM CAUSE CF REJECTION 

120 Leather Jacket Zipper sewed wrong 


118 Sandals - 4 pair Sole mounted loosely 


122 Ready-Traveler 	
i 

Bag 	 Cut in leather on side 

119 Brief Case (2) 	 Inner pockets cut at wrong angle 

NOTES: stimleJ1QA .. loss in materials and L0.I0.0 in labor 

Date ul23
 

WORKER HOW
 
RESPONSIBLE DISPOSED
 

OR 

Abdu 	 Re-work
 

Musa 	 Scrap
 

Salvage
 
Dauda 	 Material 

Saidu 	 Re-work 

Figure 5-
Illustration of a Quality Control Report
 

in a small 	enterprise 
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In the second enample noted, four pairs of sandals were made incorrectly, 

with the soles mounted loosely. These sandals had to be scraped, there

by causing not only a labor loss but a material loss as wel. The third 

example, the Ready-Traveler bag was cut by careless work ofthe employee, 

and the bag nad to be salvaged as rw material, thereby causing both 

labor and material waste. A fourth example also resulted from poor 

worker skill, and the product had to be re-worked. The manager has 

estimated his day's loss through waste in material as W3.10.- and a 

labor loss of an additional O.10.-. This reminder of what belcw

standard work costs him is a stimulant to cleser attention and better 

supervision of his workers. It may a2so show the absence of needed 

skilLs in crrtain workers if repetition occurs frequently among one or 

more of them. These documents accumulated from day to day are a 

revealing and informatory record of hcw well or how poorly work is done. 

Also, how much waste is costing him is equally apparent to the manager 

if he studies his records. 

From the use of such simple devices should cane a much better 

management, It should stimulate a drive to attain maximum production 

with minimum waste. 

QUALITY CONTROL IN THE SERVICE ORGANIZATION 

Smanl enterprises that render services, rather than manufacture 

products from raw materials, also require quality controls. The pro

cedures already described for maintaining quality, however, are not 

fully applicable to service acti.vities such as occur in radio-repair, 
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antamotive-repair or cycle-repair enterprises, for example. 

In the case of the service organization, the performance of the 

product after it has been serviced is the most significant determinant 

of the quality of the job done. For example, after a radio has been 

repaired, it should function well and continue to do so without the 

need for a prompt return to the workshop for further repairs. Service 

managers sometimes operate a repaired radio for a few hours as a test, 

before it is returned to the customer, to assure that there will be no 

recurrence of the repaired fault. Sriilarly, when automobile engines 

are repaired in an automobile repair shop, the engine should undergo 

a test run after repair to assure that the operating problem is 

corrected, and furthermore to determine whether any additional faults 

have been created incidentally during the repair process. 

In maintaining quality in service activities, close attention to 

the proper use of tools and servicing equipment is one of the import

ant requirements. 

Manufacture of products with unsophisticated equipment and simple 

tools is possible and acceptable products may be created by this process. 

But the repair and maintenance of complicated modern machinery or 

electrical devices requires a higher level of skills and more special

ized tools and equipment. The provision of adequate employee training 

is one of the most important factors in assuring the quality of a 

servicing job. 
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Also the small establishment fabricating manufactured products may 

find that occasional items not completely meeting the required standard 

may inadvertently pass through to the customer. This is understandable
 

if large quantities of a given product are manufactured. A service
 

activity, however, deals with individual jobs, no two of which are 

likely to be identical in their requiremerts. Personal attention to 

each job, therefore, is of great importance in the service establish

ment, and idth good management few if any jobs done should need to be 

returned to the work shop because of faulty work.
 

The needs for attaining good quality in a service industry are,
 

therefore:
 

1. HavIng workers with adequate training and appropriat e skills; 

2. 	Use of modern servicing equipment and tools;
 

3. 	Use of good-quality spare parts or raw mater:als designed
 

for the purpose that they are to serve. (Substitution of spare
 

parts cheaper but supposedly "just as good" for the correct replace

ment part or parts is rarely justified); 

4. Close personal attention to the performance of the service 

trsk 	by the manager, 

The form of the Quality Control Record used in service organizations 

may 	be sim.Dar to that already described, with modifications to suit the
 

particular kind of establishment. The same principles of control and 

accountability apply in a service-reporting activity as apply in a 

manufacturing establishment. The same basic questions arise: What 
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happened? Why did it happen? Who was responsible? Vhat is to be done 

about it? All of these questions must be answered by the information 

provided on the Quality Control Record. Even with close attention to 

the work done, the quality control procedures assuring quality in a 

service organization should not exceed in complexity or difficulty 

those introduced in a manufacturing organization. In either case 

it will be found that the control of quality is a highly desirable 

feature of the management of the enterprise and one fully justifying 

the simple records needed to attain it. 

111E TATIONSHIP OF QUALITY CONTROL RECORDS AND PRODUCTION RECORDS 

Quality control records are most useful when other records already 

reccmmended have been installed and are operational. Quality control 

is aided by the availability of reliable information on production, on 

sales, on material control, and on other aspects of good management. 

The installation of a quality control reporting procedure should 

follow in sequence the adoption of other types of production report

ing. Otherwise the types of losses and wastage noted by the Quality 

Control Record will be largely beyond the possibility uf correction 

at this level of operation. For example, if no scheduling or planning 

of production is introduced before quality controls are applied, pro

duction may be rushed in some cases, and quality may be sacrificed 

in order to get the job finished on time. A Production Planning 

system in operation should a-.roid this difficulty. 
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Another example: without a material-control system in operation, 

critical parts may sometimes be in short supply, thus forcing a substi

tution of second-best raw materials instead. Then quality will probably 

be sacrificed again in order to complet e the order. Prior adoption of
 

a good materials-control procedure should avoid this ccndition.
 

Other reporting methods 
have a similar effect. Thus it is recommend

ed that a quality-control record be adopted only after previously 

described production-reporting systems have been installed and are in 

x-sular use. With their operational assistance as a background, the 

use of a quality control reporting system may proceed with good 

assurance of success.
 

SUMMARY OF QUALITY CONTROL RECORDS 

After the manager of the small enterprise has set up good working 

records of dail7 transactions and production and materials control, 

he -will wish to create a continuing record of his product quality as 

well. The requirements of keeping such records are not denanding. 

In most small enterprises the easiest way of establishing a 

tangible product standard is to have a well-made sample to which 

reference is made for comparison to newly fabricated items. 

Having established the characteristics that influence quality of 

such products, the manager nay adopt a simple Quality Control Record. 

He will then take appropriate action to avoid repetition of the fault 

in the future. This should help him to manage better, for several 

reasons: 
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I. The quality standard on which all products are based is 

unvarying. 

2. The characteristics affecting quality of a given product are 

established. 

3. The daily listing of below-standard performance identifies the 

type of product, the worker responsible and the nature of t he fault. 

Better supervision is possible with such quantative data at hand. 

4. The costs of waste resulting from inferior work are brought 

to the attuntion of the manager repeatedly and action is more likely 

when a continuing record of the degree of loss is available. 

The total effect, therefore, of keeping this simple record may well 

be beyond what mlght. have been imagined before such controls were under

taken. 

further records are also useful in the small enterprise, if waste 

is to be avoided. One of these is a record of how the workers use 

thelr time while in the enterprise, This subject is covered in detail 

in Section VI of this book, which follows. 
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Employee Records
 

THE IMPOPTANCE OF DIPLOYEE PRODUCTIVITY 

Each morning when the worker in the small enterprise steps up to 

his work place he has at his disposal eight hours of time that can be 

spent in productive effort for his employer. How does he use this 

time? How muoh of it will be spent usefully and how much of it will 

be devoted to activities that do not advance the work of the enterprise?
 

One guiding principle that provides an answer to these important 

questions is: the worker can be productive only to the extent that 

his manager makes plans for him to be productive. 

In industrially developed countries ) management subscribes to the
 

oosoept that u produative worker is one of the most important assets
 

of the company& Small enterprises in developing countries, however,
 

give less attention to this aspect of managementi The owner or
 

manager of the small manufaoturing shop oommonly takes the point of 

view that "labor is ohaap and readily available", and therefore he 

is not very much concerned about how his employees use their time. 

It is true, of course, that labor in developing countries is 

paid relatively low wages, compared to that of industrially developed
 

countries. One important reason for such low wages is that labor in 

small enterprises is generally much less productive than labor under 

more developed eonditions. However, whether in a developed country
 

cr a developing one, the manager of the small enterprise is 
no 

different from the manager of the large company, in that he can 
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aff,jird to pa:y wages to his employees only in proportion to their pro

ductivity. Wages must be paid oat of the income from the sale of what 

is produced. There is no other source. So low production means low 

productivity, which in turn means low wages. 

LCW WAGES DO NOT MEAN LCW COSTS 

Low wages, however, do not mean low costs. "Cheap" labor may be 

very expensive, indeed, hen little productive work has been done for 

the wages paid. In fact, it is not infrequent to find that products 

produced by the enterpris e employing low-paid labor are much higher 

in cost and sales-price than the same type of product produced by a
 

more productive enterprise, which is also able to pay higher wages 

to its workers.
 

THE MANAGER DEFENDS ON HIS WORKERS
 

In large companies, workers spend much of their time in the use
 

of production machines, many of which establish the work pace. In the
 

small enterprise, however, vhere more of the work is done manually, the
 

manager needs to depend on the initiative of his workers and on their
 

full utilization of available time to secure a reasonable output. Too 

often in small enterprises the manager makes inadequate arrangements 

to insure continued production, and workers are left to their own 

inclinations as to how much they will produce and how they will do it. 

The unfortunate result of this lack of adequate planning is that 

unless the manager is immediately present, the workers tend to main

tain a low productivity. through ineffective or inadequate utiliza

tion of their time. Then the manager's close personal attention 
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becomes the only really effective means he has of assuring continued 

production. This need for unending vigilance over the production 

process may readily leave the manager with less time to perform his 

management tasks than is required and productivity is almost certain 

to be low under these circumstances. 

Well-managed companies in industrially developed countries usually 

provide their workers with allowances of up to 25% of their available 

working time for personal needs and relaxation. The result is that 

for approximately 75% of the time, the wrker can be cted to be 

doing productive work. In small enterprises in developing countries, 

however, studies have that much as 50% toshown as 75% of the working 

time available to the employees may be spent on other than productive 

activities of the enterprise. In some cases, unfortunately, the 

figures have been found to be even higher. 

Ineffective use of time may result from many causes. Usually 

closer management attention to what is happeniig in the enterprise 

would serve to reduce the amount of time that is lost through 

ineffective activities. Whatever the cause of the lost time, however, 

the low productivity the condition produces and the high costs that 

accompany it mean not only that workers cannot be paid high wages, 

but also that the manager of the enterpr se is severely limited in 

his effort to meet his production schedules. Certainly any desire 

to expand his operations will be seriously hampered by such waste

ful conditions. So everyone loses when these things happen. 
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THE MAIAGEI WORKS WITH PEOPLE
 

The jdb of the manager of the small enterprise, as well as of the 

large company, is to get things done with people, through people, and 

by people, these people being his eciployees. Consequently his need 

for high productivity becomes apparent. Any desire that he may have 

that his employees will achieve it is not fulfilled, however, merely 

by providing the worker with a job and hoping for the best. Experi

ence shows that the best isn't secured in this way. 

So it beccmes easy to conclude that whether or not the producti

vity of his operation is to be high is a decision to be made by the
 

manager himself. To the extent that he displays an interest in
 

a productive enterprise, to that degree the workers may also be 

expected to do so. Usually a tormallzed system is needed to accom

plish this, however. That is, it generally calls for a set of 

records of what is expected to be done by the workers, what actual

ly was done, and if necessary a report on what was done that was 

not in agreement with what was anticipated. 

This means that records of employee performance are needed. 

Planning for productive employee effcrts is an important managerial 

responsibility, but one that is not always well unierstood by the 

manager of the small enterprise, to his disadvantageb Adoption of 

what !s termed the "Principle of Accountability" is the first step 

towards an achievement of productive employee performance. 
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THE 	 PRINCIPLE OF ACCOUNTABILITY 

Among well-organized and efficiently managed industrial enter

prises, both large and small, the Principle of Accountability is the 

basis on which effective direction of business activities is achieved.
 

This principle states that 	the marager bears ultimate responsibility 

for everything that happens in the company. He is the one who is credited 

with the successes, and he bears the burden of dealing with any fail

ures or losses incurred. 

THE 	 JOB OF THE MANAGER 

Thus it becomes clear why the manager must have a strong grasp 

of his shop operations, especially in such things as cost control, work 

simplification, waste control, quality controlj and 	production control. 

If 	the manager faces the necessity of accounting for the overall
 

performance of his business, then the workers in his establishment also
 

must be made responsible for their performance as well. 

The responsibilities of 	the manager are well known. He organizes 

the work of his employees. He provides the tools, equipment and 

materials they need to do the required jobs. He finances the enter

prise. He provides the facilities and proper environment in which 

workers may undertake their assigned tasks. So, in the 	face of these 

requirements, logically he also is in 	 a position to expect his workers 

to 	meet their responsibilities.
 

The 	 responsibilities of the workers are: to give their employer 

a fair day's work for the wages they are paid; to produce products 
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of an adequate quality; and to maintain a level of productivity 

mutually acceptable to their employer and to themselves. 

If a manager experiences olne. from unsatisfactory administra

tion of his enterprise affairs, his partners or financial backers 

will and have a right to ask "Why?" And an explanation must be 

forthcoming. It is his responsibility to manage affairs well. 

Similarly, if a worker has an assigned task in the small enterprise, 

he also is expected to meet a reasonable standard of quantity and 

quality. That is his responsibility. 

The manager can secure this accounting from his employees with

out the unpleasant necessity of never-ending scrutiny and exacting 

supervision. Managers of modern entefprises supervise through a 

simple system of: a) assigning specific tasks to workers; b) estab

lishing reasonable standards of performance for those tasks; and 

c) determining, after the task has been caupleted, whether the 

expected standards of performance have been achieved. Such a pro

cedure makes possible an effective control without exerting severe 

authority to accomplish it. 

Small-enterprise records of performance can be very simple, 

yet highly revealing. The control procedure mentioned above will 

be provided by records that supply answers to these questions: 

a) what work was done? b) what are the quality and quantity stand

ards? c) who did the work? and d) how well has the worker met the 

standards? If the standards are met as anticipated, little 



(104)
 

attention is required, while if there is a short-fall the inevitable 

question WHY? can be raised with those responsible. 

The "teamwork" between workers and the manager, which is so 

important in the small enterprise is more likely to be realized under 

these planned conditions than it, is in an environment of inflexible 

supervision. 

THE MEASURET4R OF WORK AND OTHER TECHNIQUES 

In the large, well-organized company, the expected standards of
 

quantity and quality are prescribed in detail "Work Measurement"
 

is employed to determine with close accuracy the levels of production
 

on any job that may reasonably be expected of an employee. "Time
 

Study" is the stop-watch technique used in most cases to measure the
 

time that is needed by a worker to perform a given task. "Method
 

Study" or 'ttorkSimplification" is a study of how the performance of
 

a job can be simplified and how higher productivity can be achieved
 

without unreasonable physical demands on the worker. 
"Quality
 

Control" includes the techniques used to determine the degree of 

product excellence to be maintained. Any deviation from the quality
 

limits prescribed may mean that the product becomes unacceptable and 

an unnecessary degree of waste will result. 

These techniques are excellent management tools., but in the very 

small enterprise, the manager may not yet have reached a stage of 

development in which precise work measurement or exacting quality 

control are appropriate. Work Simplification may always be used vith 
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benefit, however, and the manager should spend part of every day
 

studying how his jobs are done and in seeking better and easier ways 

of doing them. If he does this successfully, he may eventually be 

able to establish a higher level of productivity in his enterprise. 

However, the small-enterprise manager must also give some attention 

to deteimining his production expectations, even though he may not 

formally use a work measurement procedure. 

He will, through experience, learn to estimate the time needed
 

to produce a given type of product or perform a given service. He
 

uses this "educated guess" to quote a price to a customer before
 

the job is undertaken. Thus, for example, the manager of a carpen

try shop may estimate that a new table on which he is quoting a
 

price may be produced in his shop at a rate of three a day for
 

each man employed on the job. He may also estimate the times for
 

performing component assemblies of the whole table, and on the
 

basis of these estimates he plans his production and promises a
 

delivery on a certain day. 

Thus having committed himself to his customer, the manager
 

obviously cannot let to chance the achievement of his promised
 

day of delivery. It becomes imperative for him to stress on his
 

workers their share of the responsibility in meeting his commit

ments. He does this most effectively by establishing production
 

standards and quality standards that are reasonable tc the workers
 

and fair to himself, and which will lead to completion of the work
 

on time.
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Thus, for example, if the worker in a carpentry shop is given a new 

job to do, say the cot iruction of a number of small wooden tables, and 

is told that the production expectation is 5 tables per day, he is more 

likely to maintain a production standard approaching that level than 

if merely given the job to do without any advice on what is expected 

of him. This planning is a fundamental part of the job of every manager. 

His success in achieving a high productivity among his employees will 

be determined largely by his skill in keeping a good control of the 

activities of his business. 

KEEPING RECORDS 

Even simple records of employee performance then become a highly 

useful means of determining how well the expected level of production 

and quality are being achieved. 

To maintain an effective control, however, requires a coordinated 

system of records. In previous section of this book, four basic 

records have already been described. These have been: the Workers 

Schedule, listing jobs to be worked on by the workers on given days; 

the Production Record, showing total production for each day; the 

Quality Cor rol Record, listing any defective production it ems; and 

the Order List, which lists all orders on hand. To this list, however, 

we must add one final record designed to report on the actual perform

ance of the workers. This is the "Workers Performance Record". 
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THE WORKERS PERFRMANCE RECORD 

The Workers Performance Record is a simple listing of the names of 

the production employees, and notes on how much production was expect

ed of them and how much work they actually did produce on any given 

day.
 

In the illustrated sample in Figure 6-1 (Page .108., It is 

observed that M. Abdu was scheduled to work or. Order Number 20, 

calling for the production cf a lot of chairs, and he is expected to 

produce two of these complete per day. The record shows that on this 

day he completed his two chairs and his performance is regarded as 

satisfactory. M. FU.d, however, whe is scheduled to wo.k on order 

Number 18, made only three benches, rather than the five that were 

expected. This is explained by the incorrect working of the electric 

saw he used. M. Tela and M. Ahmadu also are reported having produced 

numbers of products varying from what was expected. An explanation 

is provided in each case. 

Such a record provides daily accounting for the efforts of each 

production worker. A new sense of responsibility is imparied to al 

persons concerned in the production process when such recrds are 

established and used. The casual attitude towards production that 

frequently exists in small enterprises where little if any pJ.a&ing 

is carried out disappears rather quick]y with the introduction of 

such daily accounting records. Furthermore, the supervisory capabili

ties of the manager are greatly improved by this device. He finds 



WORKERS PERFORMANCE RECORD Date__V6/ 67 

Name of Job Actual Hours Expected 
Emrloyee No. ITE Product- Worked Production Notes on Performance 

ion 

M. Abdu 20 Chair 2 8 2 OK 

M. Musa 19 Table 4 8 4 OK 

M. Fuad 18 Bench 3 8 5 Low production- saw not working well 

M. Manaja 22 Desk 1 8 1 OK 

M. Tela 23 Small Table 6 8 8 
Too much lost time--
produce 8 per day 

should 

M. Abmadu 22 Desk 2 8 1 Very good output 

M. Abdullahi 18 Bench 2 6 4. Left early to go home 

-Figure 6-1 
Employee Performance Record 
Used in Caroentfyy Shop 
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that his time originally spent in close supervision of his workers, 

frequently ending wvith poor results, is now spent in carrying out 

his managerial responsibilities. 

With the introduction of this fifth basic record, the manager 

also is provided with an opportunity of establishing a coordinated 

system of record-control over all aspects of his production process. 

The manager must learn to use these basic records in a systematic 

manner if he is to secure fullest utilization of the possibilities 

of good managerial control that they present. 

He must see these five basic records as a coordinated system. 

A COORDINATED SYSTEM OF BASIC RECORDS 

Figure 6-2 , (Page 110_), illustrates the inter-relationship 

of the five basic records that are under the constant scrutiny 

of the manager. The first of these five records, the Workers 

Schedule, provides a starting point in the process of management. 

The manager develops his work schedule on the basis of existing 

conditions at the time, and workers are assigned specific jobs for
 

each working day of the week. This is Step 1 in the process. 

Step 2 of the process is an accounting to determine whether 

the quality and quantity of work done was consistent with what was 

expected. The Workers Performance Record reports on the quantity 

produced. The Quality Control Record provides information on any 

loss through inadequate product quality. Both records identify 

the workers responsible for any short-falli. When workers became 



W(RXERS _ wcuERS 
SCHEDULE ORMME1F(ANCE

REOOD 

QUALITY CCNTOL 

aRDER ERODUCTI ON 

LIST REGORD 

STEP04STEP(03 

Figure 6-2
Sfive basio reoords that oome under the' 

constant scrutiny of the manager of the 
small establishment 
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aware of the closer scrutiny that is being made of their work, they 

are likely to become more productive and to try harder to maintain 

an acceptable quality level. 

If the Workers Performance Record and the Quality Control Record 

show that quality and quantity expectations have been met, the manager 

may immediately proceed to Step 3, and record the results in the 

Production Record, 

Before the manager proceeds to the next step, however, he may have 

to take either or both of two additional actions: 

1. If there has been a substantial deficiency in the quality of the 

itens produced, the manager may wish to return his attention to the 

Workers Schedule to re-study his plans, and possibly to re-schedule some 

of the work to be done. 

2. Similarly, if poduction expectations have not been met, the 

manager may also re-consitar and revise his schedule, in order to 

assure himself that his production requirements will be fulfilled. 

Having made any necessary revisions in his production plans, the 

manager may then pass on to Step 3, in which the Production Record 

is completed. This record shows daily and total production to date 

for each of the Orders being worked on. Total production for the 

day of each type of product may be compiled from the Workers Perform

ance Record, and entered on the Production Record. Then production 

to date for each order can be found relatively simply by a few 

arithmetical calculations. 
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Step 4 refers to the Order List, which may be brought up to date 

with the addition of new orders received during the day, or revised 

to refleat the completion of current orders. 

The final step, Step 5, is the re-consideration of the Workers 

Schedule at the end of the day. Any changes required for the next 

day on the basis of completed activity of the day just finished, are 

made as noted in Step 2. The process described is then continued, 

that is: plans are drawn up; schedules of production are prepared; 

and production is followed-up and reported. Managing production 

becomes far simpler using these procedures than it was before such 

management records were employed. 

Such improvements in managerial methods, however, also bring 

with them certain additional responsibilities for the manager himself. 

RESPONSIBILITIES CF THb MANAGER 

With the introduction of a systematic means of management through 

control records, the manager begins to approach the methods of 

operation typical of the large, developed company. The experience of 

such large companies has demonstrated that certain additional respon

sibilities fall on the manager when he undertakes to administer such 

a program. In a word, he must be a better manager than he ever was 

before, if he expects to make his system work well. 

One of the important considerations is his human relations with 

his workers. He is expected to treat his workers with the same 

degree of consideration that he wants others to display towards him. 
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The "driver" manager is a thirg of the past. among progressive companies. 

Tho manager is a 2eader, not a dictator. If workers do not learn how 

to do their jobs well, the good manager recognizes that they probably 

have not been taught how to do them properly. If the quality produced 

is below standard, the good manager asks himself whether the workers 

have been impressed sufficiently with the need for quality, or 

whether additional training is necessary to achieve the desired 

quality. 

The good manager, in other words, works with his workers as a 

leader and makes their efforts most fruitful by anticipating their 

needs and eliminating production obstacles that they experience. 

Courtesy towards subordinates is a natural instinct with a good 

manager. He is complimentary to those who do their work well, and 

exercises fair discipline over those whose efforts are below the 

expected standard. 

The sense of direction the good manager provides his workers 

fosters an attitude of cooperation and unity among all persons in 

the enterprise. The goals of high productivity are most likely to 

be reached when such attitudes prevail. 

The final section of this book expresses in more detail the means 

the good manager uses to apply his records in the broad exercise of 

his executive responsibilities. The reader will see that the value 

of the records already described may extend far beyond what might be 
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anticipated when simple, day-to-day figures are recorded. With a clear 

understanding of the potential uses of such operating data, the manager 

of the small enterprise learns to adopt modern managerial attitudes. 

These will tend to place him without disadvantage at a level comparable 

to the executive of the larger manufacturing company. 

SU44ARY CF EMPLOYEE RECCRDS 

The Employee Record is the fifth basic record that the small-enter

prise manager uses to maintain effective control over production 

affairs. Enployee Records are notations of what was done by each worker, 

which may be compared with what was expected of him in terms of both 

quantity and quality. The record provides an opportunity of following 

closely the activities of individual workers. tends toIt eliminate 

the need for close and continued personal supervision over each and 

every worker in order to assure sustained effort. 

The Employee Record makes possible a systematic routine of record 

keeping, in which a whole operating system becomes available to the 

manager for his day-to-day direction c affairs. Plans are drawn up, 

production proceeds, comparison of what was planned to what was 

accomplished is undertaken, ail revisions and new plans again are 

created. This repeating process illustrates the coordinated use of 

the five basic records.
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(VII) 
How the M&anager Uses Records 

RECCRDS ARE ESSENTIAL 

Records are essential to the proper operation of an enterprise.
 

The soundness of the manager 's decisions and his ability to know what 

the status of his business is at any mon:ent depend on the completeness 

and accuracy of his records. Although small business operations are 

conducted in a much more informal manner than in a large company, this 

does not lessen the need for reliable operating records. 

Furthermore, not only must the manager have good records at his 

disposal, but he must be fully aware of how the maximum benefit may be 

secured from them. Obviously all records are established with a specific 

purpose in mind. They accomplish some important function of providing 

information that assists the manager in operating his business more 

effectively or more profitably than he could otherwise. Thus most 

managers of even the smallest establishments find that the time and 

effort needed to set up records that make available such critical 

facts and figures is invariably a good investment. 

Records of five kinds that managers find useful in their businesses 

have been described in the earlier sections of this book. To review 

briefly, these have been: a) financial records; b) production 

confrol records; c) material supply records; d) quality control 

records; and e) employee records. Although each of these is establish

ed to provide one particular kind of information, it would be incorrect 

to assume that they are independent of each other. Indeed, their full 
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utility would not be sccured if they were regarded as mutually indepen

dent. 

PMCOPRDS ARE INTER-RFlTED 

On the contrary, they are inter-related, and ihile each set of 

records provides information on one facet of the operation of the 

business, the whole picture of the enterprise operation can be seen 

only through a study 6f all, the records. 

Let us take an example to illustrate this procedure, SUppose that 

the financial records of a certain small enterprLse reveal that over 

several months time, business has fallen off in an important line of 

products, and the manager is anxious to learn why this has happemed. 

He consults the records., A search through the Production Control 

records shows missed delivery dates of these products. Can that be 

the sole cause of falling sales? A search through the Material 

Records may show that the missed delivery dates were the result of 

unexpected material shortages. Will these recur, or were they due to 

an unusual circumstance? A study of the Quality Control records may 

also give a clue: was the quality of the line of products being studied 

properly maintained? 
Or could the decrease in sales be due to deterior

ating quality? Finally, a of the Employeestudy may be made Records. 

Is there something critically wrong with the workers' performance 

that can explain why sales should be going down? thereIs difficulty 

in getting the required quality? Can this be why production deliveries 

are not made on time? Do workers need additional training? 
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Fuller analysis of the Financial Records also ccald be useful. A 

study of the sales in terms of quantity, place, time retail area, and 

dealer will also provide information on the possibilities of a changing 

market. Thus, as shown by this example, when adequate records are 

available, the manager finds himself with a wide variety of sources 

of information from which answers can be provided to his searching 

questions. And from one or more of these primary records he will
 

usually be able to determine what to do about the operational problems
 

he is facing. Then the decisions he will make will be based on facts 

and trustworthy evidence, rather than on guesswork or on unreliable 

information. 

When the manager begins to use his records in this manner to 

provide answers to his operating problems, the inter-relationship of 

these records is mdde apparent, and their value is demonstrated to 

extend far beyond the limits to which each record indepcndently is a 

valuable resource to the manager. 

There are, .n fact, numerous ways in which such records will aid 

the small enterpriser. 

THE WAYS RECORDS AID THE SMALL ENTERPRISER 

Several of these ways are: 

1. Good records provide a systematic picture of overall enterprise 

activities. 

2. They make it easy to locate needed facts about operating perform

ance and procedures, and about the general status of the business. 
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3. They help to measure the progress the enterprise is making
 

towurds its objectives.
 

4*. They record trends in the development of the business by showing 

performance over successive periods. 

5. They add some certainty to any forecasts about future operations.
 

6. They provide a background for planning, as realistic estimates
 

of future activities depend on records 
that show past and present
 

strengths and weaknesses in management.
 

The manager who has learned to use his records effectively will 

find that he no longer needs to spend so much time supervising his 

workers or checking the quality or quantity of the products they 

prodtic, nor wJI- le need to use so _iuch time trying to determine the 

financial condition of his business. He will have more time to do 

the job that only the manager can do: planning ard directing enter

prise activities through the efforts of others who work for him. To 

direct enterprise affairs effectively, however, the manager needs to 

have information of a more analytical nature than that provided by 

his several basic records. When thcse "collateral" or secondary 

figures that he needs are developed in Reports for his use, his 

direction of the enterprise is made easier. 

Examples of some of the types of secondary reports and studies 

that can be created from the reccumended primary records are suggest

ed in Figure 7-1. (Paae 11Q ) 



COLLATERAL INFORMATION DERIVD FROM BASIC RECORDS
 

PRIMARY RECORD SECONDARY REPORTS AND STUDIES 
 FREQUENCY OF REPORT CR STUDY 

i. Financial activities ...... 
 Sales records by nroduct, sales territory, Semi-annually or annually

and retailer or trader. Trends in sales.
 
Slow-moving items; profitability of indi
vidual items or of lines of products; types

of customers; order size; opportunities for
 
standardization; sales emphasis. Financial
 
matters such as collection of accounts; and
 
degree of extension of credit
 

2. Production Control......... Study of performance in meeting order
 
commitments. Study of need for new or
 
revisod tools or mazhinery Semi-annually
 

3. Materials Control .......... Study of stock-out frequency and losses 
 Quarterly or semi-annually
 
experienced therefrom
 

4. Quality Control............ 
Study of quality trends. Study of returns
 
and losses from inadequate quality Semi-annually
 

5. Worker Performance......... Productivity Index calculation; study
 
of individual performance; determination
 
of training needsfor individual workers Monthly and quarterly
 

Figure.7-1 
Illustration of types of collateral data available
 
from a study of the primary information in basic records
 



(120)
 

DEVELOPING COILATERAL INFORMATION 

The manager should larn to utilize all his basic records, because 

from these figures reliable reports on the operating cmdition of his 

enterprise can be developed. 

An example of such a collateral report and how it may be used for 

providing operating records can be found in the preparation of periodic 

sales reports. 

Although a Sales Record has not been suggested here as a primary 

document for the small enterpriser, the manager will be interested in 

making semi-annual or annual studies of his records to detevnine sales 

trends. The financial records he has kept on a day-to-day basis will 

provide a source of such data. Merely by sunmarizig id~analyzing 

these recorded figures, valuable sales information is secured. These 

figures can be made to answer such questins as: What is selling 

best? Who buys it? What retail sales outlets are most profitable and 

active? What products are weak in sales? Which products show the 

greatest potentia 1 for the future? And many other similar questions. 

These illustrate only a few of the sales and marketing that canareas 

be investigated using secondary dqta from primary records, 

Consider another example: Assume that plans are to be drawn up 

by the manager of a small business for entering a new field of 

manufacture. Decisions to take on such matters are greatly facili

tated by having readily available information on production and 

quality, on worker capability, on the financial strengths or weak
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nesses of the enterprise, as well as on other questions relating to 

developmet decisions, such as: What newv machines ill be necdcd?
 

What production 
can be expected from them? Wat capability of the
 

workers is available? What 
 skills are needed? 

Findirg the answers to these important questions cana~so be aided 

by reference to the primary records recormended for the small enter

prise. 

Through the developnent of such collateral data the manager finds 

that he is able to employ a method of management that is widely used 

in Lius ,ry, both large and small, namely operation by Reports and 

Orders. 

REPORTS AI ORDERS 

Management of a small enterprise by Reports and Orders is a pro

cedure by which critical operating infoxmation is routinely developed 

from operating records, and responsive supervision and direction of
 

the shop is provided through statements of policy and orders.
 

In simple terms, 
 of course, a Report is a statement of cmditions 

existing in the enterprise, derived from available records. An Order 

is a statment of direction made by the manager to revise dealor 

with the condition revealed by the Report. 

For example, a routine report provides information on the expenses 

incurred from producing and selling products during a given month. 

Another reports on the quantity of various styles or types of products 

produced during the same time. 
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One of the items of information that is useful in an operating report 

Is: the quantity of production for the, month for each h of expense 

incurred in its fabrication. Such a figure is a measure of the product

ivity of the enterprise, and is a us eful guide to the manager in his
 

direction of shop affairs. Other analyses that may be made 
 from figures 

appearing in the basic records are, for example: average sales cost per 

item sold; man-hours per item produced, for all major items; profit per 

h ,f total sales for. raJr items; and distribution of labcr, material 

abd rrerhead costs among major items produced.
 

The managex must decide for himself, of course, which kinds of
 

JInfOrlation are value and
of most to him, then incorporate them in his
 

report. procodures. Thl lie will develop control figures 
over the
 

aspects of his operation that are most critical.
 

The design of a report typical of those used by small enterprise
 

managers .is illustrated by Figure 7-2, (Paget23 ). Here that
we see 


the manager makes 
 monthly surveys of the trends in sales (Item A) and
 

the unit-sale costs, expressed as value of sales 
per 1 of total
 

expenses (Items C and D). He also studies the profits 
in a similar 

way and determines the profit secured monthly per sales h, (Items F 

and G). 

A third aspect is a study of the man-hours worked during the month 

(Item I), for each of several critical items produced by the establish

ment, (Item J). 
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MONTHLY OPERATID TfEPORT 

Malam Anmani Carpcntcr Month Septerbor 1960 

ITEM Monthly Activity Total for Month Derived Data 

A 

B 

C 

D 

Sales 

Expenses 

Sales per b of Expense 

Same last month 

bsd U122, 10.
b 70. 5,

(C'A/B) 15sd b 1. 2.7 

lgCfl.2. 

E 

F 

G 

H 

Profit (E = A - B) 

Profit per 1 Sales 

Same last month 

Mnn-Hlours Worked 

bsd 52. 5.

(F E/A) 

0. 7.1. 

Product A 220 

Product B 60 

Product C 45 

Product D 8 

I Production 

Product A 230 

Product B 80 

Product C 105 

Product D 91 

I 

Man-Hours per product 

Product A 0.52 

Product B 0.75 

Product C O.445 

Product D 02 

(J H/1) Same last month 

60 

,77 

.61 

Figure 7-2 
Example of a Monthly Operating Report 

used by the maruger cf a small establisment 
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Th, £.Yth aspect studied constitutes a measure of the productivity 

of the establishment, expressed as the man-hours spent in production of 

several standard production items. 

A study of the figures developed by the manager through such an 

analysis may lead him to make even a closer study of his primary records. 

Questiors will arise from trends revealed in this report, which he will 

wJdh to ,heck, and far which he must find explanations.
 

Naturally, every small-enterprise manager will 
wish to adopt a form 

that best fits his particular needs if he undertakes such an analysis. 

The form ilbistrated here is merely typical of a design coraionly used.
 

Every manager will know what 
 information is critical to his particular
 

needs, and can dssign a 
report that permits a prompt rtalysis of
 

critical figures, so that appropriate action can 
be taken without
 

delay if imfavoinabie coiditions 
are revealed.
 

A study of tlyse Records and Reports created by his 
 every-day oper

ation aids the manager in making critical decisions on vital matters. 

He converts these decisions into orders on hcw enterprise affairs are
 

to be conducted. 
 New or revised procedures may then be undertaken, and 

the cycle is repeated as before.
 

This never-ending routine of reporting and ordering constitutes 

the basic "management, process" in the small enterprise, as it also 

does in the large crmpany. 

riE MNAGE {INT PROCESS 

The process of managenent is the same in principle for any progressive 

ocmpany, whether ii is large or small. Management is a circular process, 
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in which the manager has the most important role, and in which all 

persons resporsible for the perforrmancc of shop activities take a 

part.
 

The wel-manmged shop is a result of constant vigilance over the 

critical aspects of its undertakings. Among the most important of 

these are: a) the financial transactions that occur; b) the effici

ency of its production; c) the precision of its material controls; 

d) the quality of its products; and e) the performance of its
 

workers. These records are basic to the proper 
functioning of the 

mnr~ .ment, process. 

A graphic analysis of the nonagenEnt process in its simplified 

form in a small industry 3s illustrated in Figure 7-3, (Page 126 ). 

The figure illustrates clearly how records and reports come to, or
 

are developed bythe 
manager, who, after analyzing and considering
 

them, issues orders on the matters they report on. The manufactur

ing or service activities enterprise then
of the are undertaken 

along the lines of the manager's cormand, a the process is 

repeated, thus providing continuing controls over all important 

operating matters. 

Whatever may be the difference in detail among small industries 

as to their operational methods, the procedure of reports and orders 

is fundamental. It is unlikely That any wel-managed enterprise can 

develop or maintain a good level of productivity and profitability
 

without-careful attention to this basic principle.
 



MNArER 

?1.~ 

RECORDS OR REP(RTS ON: IAGEMENT DECISIONS AND N3 

(RDERS ON: 
1. Financial Transactions i. Financial Matters 

2. Production Operations 2. Production Changes 

3. Material Levels 3. Material Procurement 

4. Product Qlity 4. Quality Standards 

5. Emgloyee Activity 5. Employee Performance 

Figur_-, 

An illustration of the continuing 
process of management-through
reports and orders in a small 

MANUFACTURING OR enterprise 
SERVICE ACTIVITIES OF 
rMT ToPflm1PVMT' 
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An example of a variation in keeping records is provided below con

cerning the use of printed forms. Although they are highly useful,
 

adopting printed forms changes nothing in the fundamental method by
 

which records are used by the manager, although his convenience may be
 

enhanced when they are employed.
 

The closer the small-industry manager'can bring his enterprise oper

ations to the methods used by larger, more highly organized companies,
 

however, the more effective will be his management. Therefore, such
 

dovices as printed forms for record keeping acquire an added importance.
 

THE USE OF PRINTED FORMS
 

Although a siggestion was made earlier in this book that small

enterpribe data may be most conveniently kept in permanently bound 

record booksi there will be some cases where the manager will wish to
 

adopt printed fornts. This is a progressive step for the small enter

prise. For.s of this kind have been said to be the "silent partners"
 

of a business, because they are used so frequently in so much of the
 

manager's work.
 

Among the printed forms that are commonly used by efficient managers 

are: purchase requisitions, purchase orders, sales orders, invoices,
 

and time cards. Although many small enterprises in Nigeria have not
 

yet arrived at the stage of development where the adoption of such forms
 

would be a practical step, the advantages that result from their use 

recommend them wherever the volume of activity undertaken by the enter

prise can possibly justify it.
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Some of the advantages that result from using printed forms are: 

1. Information that must be recorded repeatedly may be printed. This 

saves time. An example is the numbering of forms. 

2. An information that must be recorded will be properly indicated. 

This eliminates the possibility of omitting items such as dates, signa

tures, and a listing of items. 

3. The placing of information is standardized. Numbers, dates and
 

f4guatures, for example, will always same
appear at the position on the 

4. The use of printed forms is in agreement with a management princi

ple of "putting it in writing". This fixes responsibility for the action 

and reduces the possibility of error. 

In most of the small companies for which this book has been prepared, 

the level of operation does not, justify a full system of printed forms. 

In some instances, a partial use of printed forms is in order, how

ever. For example, in a bakery, where individual buyers by the dozen 

come into the bakery every day to purchase small quantities of bread 

or other ',aked products, a small, printed invoice is useful. The quan

tity and the type of product sold and the sales price may be recorded 

with little delay. Then the slips are put on a spindle, from which they 

are taken at the end of the day to be totaled. This procedure is 

superior to a record-book entry system, and may readily be justified by 

the large volume of transactions and the need for a permanent record 

only of the total of the dayls sales. 
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In service organizations, as for example radio-repair shops or print

ing shops, a "work order" is sometimes put into a printed form for conven

ience, This form designates the uork to be done on each order, the materials 

used, the time taken and other information relating to the particular Job. 

1ksixg this printed form improves the managerts convenience in directing 

such enterprises. 

Several typical printed forms useful fcr small enterprises are illus

trated in Appendix B of this book. 

EXTENSION OF THE CONTROL PROCEDURE
 

To the small-enterprise manager who is unfamiliar with the procedures 

of recard-keeping described in these pages, the reconmendations cited 

here may seem formidable and challenging. The outlined procedures, how

ever, are only a relatively simple illustration of the application of 

controls typical of industry, or, for that matter, of any institutional 

operaticn.
 

Every institution, including manufacturing industry, is controlled 

most effectively through certain elements of operation. The most important 

of these are:
 

1.Definite goals and objectives. For the small-industry manager, 

these may include such thirgs as: over-all goals of profitability; 

improvement of the company position with regard to sales; improvement
 

or realignment of production processes in the enterprise; elimination 

of specific wastes in material, or in operating efficiency; strength

ening of persomel; improvement of vorkers skills and abilities; or 
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ru-rorga X ,tion of the firancial structure of the enterprise. 

Whatever may be its nature, the manager ,ril find it well to direct 

his management towards a carefully specified ultimate goal or objective. 

2. A Plan for achieving each goal or objective. This requires 

effective use of available personnel, and a coordinating of activities 

of these persons; a timing of overall initiative; effective production 

eouii,rol processes; the beginnings at least of a budget system; and 

attention to effective advertisig of enterprise services or products. 

". A record of actual performance or accomplishment. The record

keeping systems described in earlier pages of this book, and the reports 

and ordering system that may be derived from them, will provide the 

required records to accanplish this. 

4. Standards of performance. These may be expressed in the state

ment of objectives or goals of the enterprise, and attainment of the 

goals may be stated in terms of the degree of completion, as an index 

of acccmplishment, or as an expression of actual costs related toas 

standard costs. Quantity, quality or other operational matters also 

may be compared to stated standards or goals, as an expression of the 

degree of attainmcnt of those goals. 

5. Comparison of actual accomplishmEt with the goals or objectives. 

The causes of any short-falls may be analyzed and expressed, and progress 

towards the stated goals may be reported regularly. 

6. Methods of correctig delays or short-falls, deficiencies and 

inefficiencies. These methods are related to the expected questions: 



(131)
 

Mat'ah"lOd be dcne? How should it be dcne? What shoujd it cost? tghat 
did :-t cost? What are the differences between what was expected and what 
actually happened? These questions involve the most important elements 
of control. ~, tiever, wdth answers to these questions in hand, responsi
bility may be fixed for achieving further progress towards the goal. 

For the small-enterprise manager in Nigeria, this sophisticated type 
of noutrol is still an objective to contemplate for the future.
 

Meanwhile, however, a 
 reasonable initiative towards considered 
record-keeping along lines suggested in this book will b e certain to lay 
the groundwork for effective management, whichmore eventually can lead 
to the same degree of control and profitability that is found in the 

industry of more highi]y developed countries. 
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DATE 
ISSUED 

/120 CIP,,O10 
so O w.R 

DESCR IPT ION 

DEPT. 

PRODUCTION RECOR#D 

SCHEDULE DATE DATESTART FINISH STARTED FINISHED 

4'/22 4/25 

QUANTITY 
FINISHED 

I 

4 4/26 

5/2 
6 5/ 

SCHEDULE 

DEPT. 2 

4/30 

513 
512 

TICKET 

-

7 

svmSo 

BIN TAG 

F 9 S r ,V-xI,/. 

olits. r.r. imd 

Sgee! , .S td; 

ORDER 
NO. 108 

W 1 M 
O 

z •1.i 

QUAN. 
ON ORDER 1000 

S C H E D U LE 

START FI NISH 

IOCATaO 
a* STOCa 

Data I 
wo m ,tm 
10 5 

A 5 2 0 4 
19wO0 

nw, 
WUP 

rouht forward 

wmm= 

3.968 

4122 

DATESTARTED 

DAIL10fl1S[IHED 

QUAN. 

4/25 10 7 S.0."7410 14 1.0 40 

18 Countt IV 11010 21 11.0.9mNN 

25 011.3 
. . . 

t) lose 

10.000 

415700 

331000 

3.5532,663 

2.620
1.620 

11.6 

Manufacturing Orderp Sehedule Ticket and 
Bin Tag used in a small enterprise
 



RECEIVING REPORT N O 

Rec€. Vi_ _ 

Address
 

ACCEPTANCE
 
Qua. Size COIM4ODITY 

Des. Insp.Ity. 

BLOSSOM BREAD BAKERY
 

(REGISTERED'GUSAUIN NIGERIA)
 No REMARKS:
 

i A/C with 
Amount 

Quantity Description Rate S D-£ - -) 

Receiving Report and Invoice
 

used in small enterprises
______- 

Gr-.,rd Total 
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NOTES ON THL DOUBLE.ENTRY BOOKKi-UFTDG SYSTEM
 

(Adopted from the procedures 
described in the Small Industries
Credit Schane brochure "Sitl.L INDUSTRILS Cld-DIT SCHMIM FUND",Section If, published by the Hinistry of Trade and Industry,Kaduna, mimeographed, undated) 

Important concepts to remember in double entry bookkeeping are listedbelow. 1.-ith(ut knowledge of the following, it is impossible to utilize
 
this systenis
 

Debits: All items owmed or paid for by the business which have 
been consurred or to beare consumed.
 

redits: All interests of people 
 in the assets of the businessbecause of debts owed to them or investment and revenue
which represent the increase in owner's interest. 

In Journalizing we: 

debit in order to: 1. Zncrease an asset 
2. Increase an expense
3. Decrease a liability 
4. Decrease ownership
 

credit in order to: 
 1% Decrease an asset
 
2. Decrease an expense 
3. Increase a liability 
4. Increase owmership
 

In double entry bookkeeping, the total debits HiLST equal the total credits.
A fundamental equation for accounting and bookkeeping is as follows: 
TOTAL WiLUE OF LS.ETS = TOTAL VhLtM (F LIABILITIES & CAPITAL 

All Debits = All Credits 

Left = Right 

(+) (-) 



D i C A S H PURCHASES SALMS ExpENSES .ISCEILE0US ITEIS 
b asd_ dsb lsd sd s a 

DR CR. DR. CR. DR. DR. CIIo 
~DR,
I I CR 

The form illustrated above is a sample of the journal used in the more sophisticated boococping systoms.It is based on the princiulos of the double entry system. For every debit (Dr.) there must be a oorrespcding Credit (Cr.) for the sane amount. There nay be two debits for one credit or trio credits for onedebit but in the final analysis, every entry must have total debit equalling total credits.The first column is for the dato. Every day the business is operating, transactions till occur. It isnot, horever, nocossary that every sale be recordcd individually. The total sales for the day can beentered at one time in one entry. It is necessary that each expenditure of money be recorded individuallyso that in the *Items" column will be shomn to who and for what the racney was spent as well as the terms 
of the tr-nsaction. 

CAM
You will note that there are two roney colixns for c: sh. V:o assume that the majority of the transactionsof businesses using this system will involve either the poyment or receipt of cash. Every time a cash cxpenditure is mcde the annount is recorded in iuhc Cash (Cr.) column because it is a decroase in the asset Cash,vith a corresponding debit to either Purchases, Ibcinscs, or Miscellaneous Items, de~cndina on which cas 

being paid.
In every transcction where cash is received the amount is recorded in thc Cash Dr. column because it isan increase in the asset Cash. There must aiso be a corresponding credit to either Sales or 11iscellan-eous 

Its., Cr. aGain deperdinG upon the trcnsaction.
Simply stated, the irnportant t.n: to remember is that to record an increaso in cash, it must be debited;

to record a dccreasc, it must be credited. 



PURCHSES
 

PURCIASLS is the term used to describe all materials that are boughtad which vill becone a part of the finished product, or as in the caseof a trading enterprise, all goods bought for resale. 

Only one column on the sheet has been assigned to Purchases and thisis for debiting the account. do nct11e expect that there will ever be
 
cause to decrease Purchases, but if 
 the need were to arise, it c:-n be
 
accomplished by use of the iscellaneous Itens Cr. column.
 

'hen a purchase is made, the cash paid cut is the amount reczrded inthe Purchases column. If a purchase is on credit,made the amount isrecorded in the Miscellaneous Items (Cr.) column instead of the Cash (Cr.)column, to shew the increase in the liability, Accounts Payable. If prtialpayment is made, Cash is credited for the amount given and the balance is
credited to Acccurts Payable in the Miscellaneous Items (Cr.) column. Youiiill find examples ot the above in the Illustrative Problem at the end of
this section. 

SALES
 

Any item sold by the business, as part of its normal operations andeither a product or service is considered to be sales. 
The sales price.,

the price at which the sale is recorded, consists of the cost of making
the product or purchasing it, expcnses incurred selling. of
in ex.penses
running the business and profit. All the afore mentioned making up thesales price have been recorded when paid for but they remain as part of

the cost of each item which must be recovered. The profit, ,hich willeventually go to the ornership interests, has not been recorded as the
capital that it will be. Therefore, every time that 
a sale is made, acredit is made to the Sales Account to record the "increase in capital".At the end of thE business period, the calculation of profit will beaccomplished by deducting the cost of the products and other expenses

from the Sales Amount.
 

If the sale is for cash, Cash is debited to record the increase ofthe asset; if the sale is on credit, Miscellaneous Items is debited todisclose the increase in asset Accountsthe Receivable and in both cases
is credited for the equal amount. 

In the event that damaged or defective goods are sold and the custowmer returns them for a refund, the transaction can be r corded by debiting Miscellaneous Items to record the Sales Return. (See Illustrative
Problem for examples of recording transactions dealing v.1th sales.) 



Costs incurred by an enterprise as part of its operations of producing
and selling a product, or continuing operations, are expenses. Expenses, in
computing profit, are deducted from Sales and arm therefore shoun as having
debit balances (as opposed to the positive credit balance of Sales). 

The procedurc for recording expenses is the same as that for 	recording
purchase transactions. 	 If, however, an expense is paid for, 	 either partially
or fully, and part of the amount is applicable to the present business period
and the remainder is for subsequent periods, that remainder must be recorded 
as a prepaid expense or asset. It is considered a temporary asset since it
is not to be consumed immediately (but will be vithin the subsequent account
ing period). 

In recording this type of transaction, Cash (or Accounts Payable if a

credit transaction) is credited for the full 
 aount, Expenses are debited
for an amount applicable to the current period and Mliscellaneous Items is 
debited to record that portion which is a prepaid item. (Note qith special
attention the transactions involving the above in the Illustrative Problem,) 

MJSCLUANIjOLS ITUIS
 

In constructing the sheets for recording the transactions of the business, we have provided columns for the most recurrirg items in the usual 
course of a businesS, Cash (Dr.) and Cash (Cr.), (or Paid In aid Paid Out),
Purchases, Sales and Lxpenses. There will be, however, transactions which
 
involve items 
 that will not fall under any of the above categories. Because
of this, two columns have been added,, Miscellaneous Items, (Dr.) and (Cr.),
into which these transactions can be recorded as has been done in previous
descriptions of recording. 

ILLUSTRATIVE PROBLL4 

Below are the details of the transactions in which the baking firm of
Merrill Lynch, Pierce, Fenner and Audu were involved during the week of 
3rd April, 1967. 

April 
3 Purchased for cash 	 from M. Liman:
 

20 bags of flour @ b 1.10.- per bag
 
3 tins of yeast C -. 15.- per bag
 
5 bags of sugar U 1,10.- per bag 

3 Paid electricity for the month of March 1 23.-.1O 

3 Sales for day: 124.3.6 



4 1 11 011 from D. L. Payne new baking tins as follows:
 
a- 30 bread pans w I -. 9.6 each
 
b- 15 cupcake pans u h -. 11.6 each
 
c- 20 cake pans 0 b -. 10.3 each
 

4 Paid 6 10.-9- cash, balance due in 20 days
 
4 Purchased 24 dozen eggs 
 0 b -. 3.9 	per dozen from Baptist Mission 

Society 
4 Purchased 10 tins of powdered milk from M. Liman; price t..16.3 per tin 

4 Sales for day: 	 Cash b 24o7o1
 
Credit h 6.10.- to Kingsway
 

5 Paid kinistry of Iorks and Vater Resources for water rates of 
March: - 2.3.10 

5 Purchased lard from M. Jibrin, 4 gallons 0 I 1.15.- per gallon
 
5 Sales for day: 
 Cash b 22.1.9 

Credit t 4.12.0 Leventis 
6 Returned to M. Jibrin I gallon of lard, which was spoiled, for cash 

refund 

6 Received payment fran Kingsway for baked goods sold on 4th Aprilless 1 1.5.- for bread and other items not sold 
6 Sales for day: Cash 
b 23.1.7
 

Credit b 	5.10.- Kingsvzy 
7 Paid 	employees for week: 
6 11-15.

7 
 Each of the 4 partners drew their weekly salary of h 6.-.
7 Received payment from Levcntis ; all items sold 

7 Sales for day: b 27.11.18 
Credit: 	 b 4.12.- to Leventis 

8 Purchased new dough-divider from D. L. Payne
Terms: h 50.-.- down, balance of h73.10.

to be rnid in three equal monthly of 
b 24.10.- starting Ist May, 1967 

http:27.11.18


8 b hased 24 dozen e&7,s from Baptist Mission Society Wb -. 3.9 

per dozen 

Paid rent of b 75--.- for months of April, May abd June 

Sales for day: b 28.7.2 

C-7
 



CASH 
bsd h s d 

IPURCHASES 

1ds d 

SALjS 

bsd 

-iiVs's 1EISCEI,.T_ 

bsd 

EUS 

hsd 
2 Apr l I,.Liman- Flour, Ycat, Sucar 44.5.- 44.15 -
3 Apri)- lrch Electric-ECI-

3 April 

4oApril33. 
24. 3.6 

23,-.$o 

24. 3.6 

23.-.10 

2.6 23. 2.6 
4 April Baptist Ilission Socicty; 24 Doz 

eW s 4.I0o.- 4.i0.
4 April 

4 April 

M. Liman; Powcdcrcd 

Saics Cah 
Credit intcsuy 

Lalc 

24 7.1
44.-

8. 2.6 8. 2,6 

2. 7
.O 

5 April M1.arch ;itcr Ratos Uorl & 1p. 2.300 2o 3.10 

5 April 

5 April 
5Credit; 

ff. Jibrin - Lard 

Salcs; Csh 
Lovontis 22. 1.9 

7.-.- 7-
22. 1.9 
4.12.-

6 April Purchrzo return; "U.Jibrr, 105.
4.12.

6 April XingsCay-SIcl& Return of 4th Atrij 

6 April Salcas-Cash_.___Crcdit-XiCiugsr=y 
5. 5.-5

23 ,17 23I1.23, 1,7 

23 ------ - 5.10.- 5.10.-
SUB TOTyL 100.13-11 99.12.2 64w. 7.6 110. 5.11 25. 4.8 50.19.6 31.7.6 



APRIL 1967 (Continued) 

CASH PURCHASES SALES EXPESES MISCELLANEOUS 

SUB TOTALS F .'..iD 

7 April Paid Dploycos for icck 

7 April 0-inors 3rGcrios 

7 April Y. Liman- Flour, Ycast cm:Sugar 
7 April Lovcntis-Salc of 5th April 

7 April Sales-Cash 

Crodit-Lovcntis 

8 April D. Le Pc*yne-Dou :h Divider b 50 
do~nn; 3 monthly instaUimentsof L24.10.-

8 April Baptist Mision Society - 24
dozen eggs 

8 A-ril Rcnt-fril, May & Juno 

8 A ril Salcs-C.sh 

100.13.11 

4,12. 

27.11.18 

28, 7.2 

99.12.2 

11.15.-

24.-.-

14.15.-

50.-,-

4.10.-

75.-.-

64. 7.6 

44.15.

4.10.

110.5.11 

27.11.8 

4.120-

28. 7.2 

25. 4.8 

11.15.

24.-.

25,-.-

50.19.6 

4.12.

123.10.-

50..

31,.7.6 

4.12.

73.10.-

TO , 161. 49 1309,12,2 113,12,6 70.16.9 85.19.8 229. 1.61109. 9.6 

c47 



In order to be sum that all figures have been entered properly ineither (Dr.) or (Cr.) columns, we sumarize as follows froa the totals 
of the columns: 

Cash (Dr.) 
 t 161. 409Purchases 
 113,,12,6

Expenses 
 85.19.8 

Miscelanbcus Items (Dr.) __L22 _ %6 

6 589.1§.5 

Cash (Cr.) 
Sales 

Ti 309,12,2 
170.16.9 

Niscellanecus Items (Cr.) 109. 9.6 

t 589.18,5 
A brief description of the Miscellaneous Items Dr. 

as follows: 

3 April 
3 April 

f 33. 2.6 
23. 2.6 

(Dr.) 
(Cr.) 

4 April 
5 April 
6 April 
6 April 
6 April 
6 April 
7 April 
7 April 
8 April 
8 April 
8 April 

6.10.-
4.12.-
I,15.-
1. 50-
6.10.-
5.10.-
4.12.-
4.12.-

123.10.-
73oO.-
500-6-

(Dr.) 
(Dr.) 
(Cr.) 
(Dr.) 
(Cr.) 
(Dr.) 
(Cr.) 
(Dr.) 
(Dr.) 
(Cr.) 
(Dr.) 

Increase in 
Increase in 
Increase in 
Increase in 
Increase in 
Increase in 
Decrease in 

and Cr. columns is 

the asset Baking Equipzcnt 
the liability Accounts Payable 
the asset Accounts Receivable 
the asset Accounts Receivable 
the account Purchnse Returns 
thL ac¢ount Sales Returns 
the asset Accounts Receivable 

Increase in the asset Accounts Receivable 
Decrease in the asset Accounts Receivable 
Increase in the asset Accounts Receivable 
Increase in the asset Baking Equip.ment
Increase in the liability Accounts Payable
Increase in the asset Prepaid Rent 

On April Ist the condition of the business was as is disclosed on thefollowing statement: 

WMEfJIL LYNCH, PIERCE, FLIZNER & AUDU 
BAIANCE SHMIT 
Ist April, 1967
 

ASSETS 

LIABILITIS & O*.RSHIPCash f 195, 1.10 Accounts Payable - 60.-. -Accounts Receivable Merril Lynch CapitalInventory of Raw M'aterials 317. 6, 6 

323.6.10 
Pierce Capital 323.6.10 

Prepaid Insurance 14. 8. - Fenner Capital 323.6.10Prepaid Rent 
Bread Wrapping Paper 

Audu Capital 323.6.10
76o10. -

Bread Baking Machinery &
 
Equiprment 710.
 

S1353. 7. 4 
 h235-3.7, 4
 

http:323.6.10
http:323.6.10
http:323.6.10
http:323.6.10


After the week's trasactlons, the business accounts have d* . as is 
disclosed by the statmunt Uelows 

MWEL LYNCH PMCE FENNIR & AUDU 
TRIAL BALANCE 
,th April, 1967 

DEBITS CREDITS 

Cash 6 46.15.5 
Accounts Receivable 10, 2.-

Inventory of Paw Iaterials 317. 6.6
 
Prepaid Insurance 14. 8.-

Prepaid Rent 50. -.-

Brad Wrapping Paper 76.10.-

Bread Baking Mchinery & Equipment 906.12.6
 
Accounts Payable 
 6 156.12. 6 
Meril Lynch Capital 323. 6.10 
Pierce Capital 
 323. 6.10
 
Fenner Capital 
 323. 6.10

Audu Capital 323, 6.10 
Sales 
 170.16. 9
 
Purchases 
 113.12.6
 
Sales Returns 
 I. 5.-
Purchase Returns 1.15. -
Expenses 85.19.8
 

THE I-SANIU.IG OF 13OOKKIMPING ."OTDS A,1D TEWIS 

Accounts Payable: Money an enterprise ewes 
Accounts Receivable: Money that is owed to an enterprise
Bookkeeping System: A record of money coming into an enterprise and of 

money going out 
Capital Expenses: Money spent to purchase capital equipment
Capital Items: Buildings, mchinery, equipmcnt, tools, and other things

which an enterprise must acquire, maintain ani use to 
produce and sell products or services and to earn a profit

Costs: Money spent to produce what an enterprise sells 
Debt: Money owed to someone 
Depreciation: Loss of value of equipmnct, building or machines because of 

age and use 
Due: Requiring payment 
To Enter: To write dmm in a book 
Expenses: Money spent to manage an enterprise and to sell what it produces
Invoice: A bill; a request for payment 
Mortgage: A pledge of property to secure loans 
Operating Statement: A sumary of all income, costs and expcnses
Profit: Income that is left after all costs and expenses have been pUid for 

and provided for 
Value: The ,mount of money for which something can be sold. 

http:I-SANIU.IG

