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PREFACE

VITA is pleased to publish A Single-Entry Bookkeeping System fox Small-
Seale Maruifaefuring Butinzsses, which was written by former VITA staff
member and current VITA Volunteer, Derry Caye. Caye holds a degree in
economics and has taken advanced study in business administration and
industrial operations analysis. This volume describes a bookkeeping
system which the author developed and put into use while serving with
the US Peace Corps in Botswana.

VITA publishes this manual in the belief that it can help support efforts
to increase iocal self reliance and {5 create job opportunities in devel-
oping areas by serving as a valuable tool for use by small business
managers and advisors.

In order to ensure the continued relevance and usefulness of this material,
we ask that all who read this manual, and particularly those who use all

OF parts of it, complete and return the evaluation form inserted in the
manual. These evaluations will form the basis for future aditions of this
manual and will provide guidance to VITA on additioral business-related
materials for which there is a need.

Special thanks for their assistance in the preparation of this volume go
to:

Joan Scaffidi--for her able layout, design and copy assistance; - ~oeooenr
Robert Ransom--for his review of the material from the perspective

of six years in Africa working with appropriate

management skills training projects for rural

enterprise operators.



How to use this manual

The manual is divided into the following sections:

General information

Assembling a kit £
ising the system

Analyzing a business

&ppendices

Where to go for gmore information

O O R O3 D

Sections 1 and 2 explain Why, How and Who can use the single-entry
baokkeeping system. Suggestions are given to help assemble the necessary
elements needed Lo carry out the system.

Section 3 is divided into 4 parts:

Original Entry Books

Recordkesping

Files

Worksheets
The four parts contain illustrations and step-by-step directions feor use
of forms. Also, throughout this section you will find information

enclosad in boxes. These are important reminders and hints which should
make the system easier to usa.

Section & - Analyzing the Business - centers around evaluating the monthly
summary. Eight questions are presented, The entrepreneur's answers to
these questions are meant to improve or maintain future business praofits.

The rest of the manual is devoted to giving support to business communica-
tions. Sample letters are included, as well as a glossary of bookkeeping
terms. For more information about business bookkeeping methods, contact
the sources listed at the end of the manual.
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Bockkeeping, the system of recording business transactions and accountg, is
used to analyze why a business is succeeding or failing. ;t helgs 1o 12gn-
tify elaments in a business which are affecting its cperation. To be effec-
tive, a bookkeeping system must contain an accurate recerd of necessary
information which is used for a monthly financial analysis, the most impor-

tant goal.
Recordkeeping is an important part of bookkeeping. It is the orderly filing

of information such as receipts, invoices, letters, and all imporiant papers.
The system dascribed in this manual uses both book- and recordkaeping.
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The business person should be aware of the two systems of bookkeeping--
double-entry and single-entry.

Double-entry bookkeeping is used in multi-ownership business where abso-
lute accuracy is necessary. This method involves two entries of gvery
transaction. The entries are then transferrad to an account book called
a ledger. This double recording acts as a check and balance.

This manual deals with single-entry bockkeeping. In this system, each
business transaction is recorded to the debit (money owed) or credit

(money received) side of a single account. It is most effective for small,
labor-intensive industries where accurate calculation of assets and
1iabilities is not as important. S$ingle-entry bookkeeping is often less
time consuming, more easily taught and understocd. Ard the careful daily
recording of business activities helps keep arithmetic errors and improper
entries at a minimum. -



How does g bookkeeping system help?

Proper use of the single-entry bookkeeping system in this kit could help
overcome some of these reasons for small business problems:

Theft or lass ¢of small amounts of cash for which there is
no record.

Theft or loss of stock which goes unnoticad by the owner
who has no inventory controi.

Crders filled inaccurately or not at 211 due to imprcper
recording at the time of order.

Overdraw1ng the bank account due to 1naccurata maintenance
of balance fTigures.

Suppliers refusing to deliver because of untimely paymenfs.

Large amounts of receivables because of poor invoicing or
lack‘nf'fo]1ow-up prccedures :

- [N- AN WU,

Drop-off in sales due to lack of contact with buyers.

Withdrawal of business funds for personal use without
proper accounting and control,

Prices not high enough or too high as a result of poor
costing techniques.

Operating too long at a loss due to Tack of proper analy
sis of profit and loss.

Inability to procure loan capital because of lack of
documentaticon of profitability (1nc1ud1ng income state
ments and balance sheets).




_The kit

This manual describes a bookkeeping system which is contained in a kit, or
carrying case, of some kind. There are suggestions in this manual for
building one kind of kit, but the system could be used as well in different
containers. The important thing is to package the system in some way so
that important records are all in one place. This makes it easier to
record business transactions as they occur, and harder to lose valuable
records.

The system contained in the kit can assist small business ownears in their
efforts to organize and improve bookkeeping practices. Used successtully
in a small business development project in Botswana, Africa, the system
was helpful to small, single-proprietorship manufacturing businesses.
Proper use of the system results in an accurate and compiete monthly
record of the condition of a business. This record enables a business
owner to make thougnhtful, well-informed decisions about his business.

- LIS
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The kit génféco$ﬁénde& for use by:

Smal]-Business Cwners

This system is best suited for small-scale manufacturing industries an
producers such as carpenters, tailors, bakers, shoemakers, tinsmjths, and
handicraft manufacturers. Those with some knowledge of bookkeeping terms
and concepts will be able to use the VITA manual as a direct guide to or-
ganize a recordkeeping system. Other entrepreneurs may want to seek

aﬁsigtance from someone with more bookkeeping know-now before setting up
the kit,

Smal1-Bu'siness Advisors

This publication could be used in programs aimed at training and support-
ing small business owners. It contains all information necessary to in-
troduce the elements of bookkeeping to both new entrepreneurs and those
already in business who are concerned with bettar recordkeeping systems.

The material presented in the following pages can be adapted to fit a
variety of circumstances and businesses.



Assembling a kit

Consider what materials are needed.

The kit is essentially a carrying case which can be constructad or pur-
chased. In either case, it is most important to organize the kit tec
hold all of the elements necessary for the system.

If you decide to build one, suggested dimensions for a kit are shown
beiow. These dimensions are based on the sizes of the various forms as
recommended in the section Qrganization. If these sizes are not avaii-
able in your area, you can change the dimensions so that all the forms
and notebocks will fit neatly into the case.

=55 MATERIALS

A I on
The Basic Frame . . . . . . . . . .., . . . 1%m (3/¢ inch)
Made of soft wood such as pine
Jop and Bottom . . . . . .. . . . . . .. 6.4mm (1/4 inch)
400 m Plywoad
Various slots, trays, cash box . . . . . . 3.2mm (1/8 inch) |

Prassboard glued in place

Wood .is probably the most inexpensive constryction material,
but tin or aluminum could also be used.
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Electronic calculators, 1ike the one shown atnva, have besn refined to
such an extent that they now seem to be inexpensive encugh to be a good
investment for the small-business owner. Many daily business calcula-
tions require multiplication by percentages and decimal numbers. These
operations can be done quickly and accurately on ine calculator without
the necessity of a solid mathematics background. Therefore, a calculator
has besn included as an option in the estimated costs below.

Tah e & e
- - -

Estimated Costs of Matarials ~ US Dollars
Basic construction material {wood, tin, etc.) $10.00
Hardware (hinges, clasp) 2.00
Materials from office supply store (one of each)

cash receipt book .75
invoice/statement book 1.00
grder -book .75
inventory workbock .50
correspongance book .50
calendar 2.50
3-file folder 1.50
Locally reproduced forms
cash box record - 50 copies .50
payroll record - 20 copies .20
debtor/creditor record - 20 copies .20
pricing forms - 20 copies .20
monthly summary forms - 15 copies .15
bank reconciliation forms - 15 copies 15
This VITA Publication 3.25
TOTAL $24.15
Calculator (optional) 10.00

TOTAL INCLUDING CALCLULATOR 534.15



Organization of a kit.
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The photograph above shows the basic organization of a bookkeeping kit.
The exact locatign of ecach eiement of the system can differ, but it is
important that the kit contain all the books, workbooks, notabooks, forms,
and file items discussed in this manual.

Each item should occupy some kind of storage compartment that will make it
visible when the kit is opened. This will make it easier for the kit user
to see and use the necessary entries as required.

The items which should be included in this kit and their descriptions are
on page 7. Explanations of each form are contained in later sections of
this manual. It is recommended that you read the entire manual before
assembling the kit.




ELEMENTS INM THE BOOKKEEPING IKIT

item

Reconmended Size Mumber of Copies Comments

Cash Gox Record

17cm x T3cm 50 forms Attach desingn as showm on page and print
: copies locally.

Cash Receipt Book T0cm x T5¢m 1 (Duplicate) Books with carbon paper for making copies are
r s available in most office suprly stoves. Im-

OrdeT Book 10cm x Them t (Dupiicate)e *clude one of each in each kit. Subsequent

Invoice/Statement Book  10cm x 15cm 1 {Triplicate) books can be purchased as needed.

Payroll Book 28cm x Z0cm 20 forms Hay be available from an office supply store.

If not available in a formai{ similar to that
shown on page , have it printed locally.

Inventory Workbook

Correspondence Book

28em ¥ Z20cm 1 book These are standard bound, Tined notebaoks
available from any office supply store. A
few carhon sheets should bhe included in each

28em ¥ 20cm 1 Qook notehook .
Debtor/Creditor Book 28cm x 20cm 20 forms Print tocally according Lo formats{s?nwn an
- Prici , following pages, The first three (3} pages
I,
Pricing Workbook 28cm x 20cm 20 forms i of pricing and debtor/creditor bhooks should
Monthly Summary Book 28cm x 20cm 15 forms be plain lined sheets.
Bank Reconciliation Forms 28cm x 20cm 15 forms Print locally according to formal on page
Production Schedule 28cm x 20cm 1 Calendar A nonthly calendar with space for writing
. notes each day. Available in office supply
stores.
3-File Folder Legal size 1 folder Praobably avaitable from local office supply
store. Glue i¢c the inside of the kit top.
This YITA Manual

28 x 21.5 ¢m 1 manual fivailable from: VITA Pubiications
' : 3706 Rhode Tsland Avenue
Mt. Rainicr, MD 20822 USA
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This is a place to keep cash.

. Cash is paper money, ceins, bank notes, postal orders, or
travelers cheques. A personal cheque is not considered
cash

. Only one person should handle records and the cash box



Cash Box Record
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Use the cash box record for cash transactions.

. Keep the cash box record handy--the inside of the.cash box
cover is a good place

Write each cash transaction on the cash box record, and you
will always know exactly how much cash you should have in
the cash box at any time. This practice discouyrages theft
and encourages proper recording of small amounts of cash
used for miscellaneous expenses or personal use

11

Remember: Make an entry in this record each time cash is taken
gut or put into the cash box.




n an d ° wfo u_;._e the ¢ q_.;s_h b ox record.

yer _a-i cash rece1pt {see page 14
~Put. ney in the cash box
Sy hed e;the ‘date in the cash record

: “‘Hr'ite-‘the amount under the "in" column

s- 1t is possible
the 'ay and record all the

- ca h _._ece1pt_s" '(enter first receipt
number ) ‘through::(enter Tast rece1ﬁ'€ number)
n eference Space . . -

- he' tota '&um)of al] the recewts in

" Ium

ecei-pt for the amount as yeu -_
shsale ©
' "umber 1n the space

! pticn of the expense
cord 2
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Keep personal cash separate for business-
related cash. This is necessary so that all
the costs and expenses of the business alone
can be analyzed clearly each month.

When you make & deposit from the cash box into
the bank account:

. Record the date of the deposit cn the
cash box record form

. Write the word “deposit" in the space
for "description"

. Enter the total amount of the deposit
under the "out" celumn

Leave enough ¢oins and paper money in the cash |}
box so you have enough cash to make change for
cash sales.

When each cash record form is completed and
there 15 no more space to make an entry:

. Add up the "in" column and put the iotal
at the bottom
Add up the "out" column and put the total
at the bottom

. Add the previous balance from *he top of
the page to the totai of the "in" column

. From this sum subtract the total of the
Yout" column.

Did you forget to record cash borrowed for per-
sonal use or business emergency? Record that
now.,

Enter the new balance on the bottom of
the finished cash box record form and on
top of the next one.
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Cash Receipt Book

(duplicate)
DATE JMBER
CASH RECEIPT

bought of

bought by

descripticn

amount

signature

When to use the cash receipt book.

Complete a cash receipt form each time you receive payment for
anything

This form gives you and the person who pays you a record of that
payment

How to use the cash receipt book.

Complete the form in duplicate for each transaction

Write the person's name and address, and date

Write a descriptinn of what the payment was for

Enter the number, amount, date in the "paid" column of the
debtor record in the debtor/creditor book (pageZ! ) if payment
is for an inveice

Mark the invoice paid



Record the amount of payment
Sign your pame on the signature line

Give the original copy to the person who made payment
Keep the duplicate copy in your book

Remember that cash is paper money, coins, bank notes, postal orders, and
travelers cheques--not personal checques

Order book
(duplicate)

NUMBER

QORDER
TO

“FROM

DESCRIPTION

DELIVERY DATE . AMOUNT

When to use the order book.

When you Order Supplies or Take Orders . . .

Complete this form accura*aly so that you don't receive or deliver goods
{ that are unacceptable or prices incorrectly. Always write on this form,
even when an order is placed by tzlephone or in person.

15
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How to order supplies.

Write your name and address on the lines "to"

Write the supplier's name and address on the lines "from"
Describe the goods you are ordering and the exact price. If
you don‘t know the exact price of the items described, write
down an estimate and send the supplier a letter requesting
confirmation of his prices

Send the original order to the supplier, Teave the duplicate in
your book

Keep the duplicate copy in your book

How to toke orders from others.

. Write the buyer's name and address on the lines "to"
. Write your name and address on the lines “from"
Describe the goods and include the exact price. Make sure
that you and the buyer agree on the design of the goods, the
price, and the delivery date

»

Check the calendar production schedule {page 26) to make sure you set a
reasonable time to complete each job.

Enter the buyer's order on your calendar production schedule
s¢ that you can plan far enough in the future t¢ have the
order ready on time

Send the original to the purchaser

Keep the duplicate copy in your book
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Invoice siatement book

(triplicate)

DATE | NUMBER
INVOICE/STATEMENT

to:

from:

AMOUNT
description ‘

_ Wﬁeﬁ to use éhé‘lﬁ;z;i;:_é_g}aiemenf book.

Complete this form when you deliver goods and no money, or only part of
the money, i{s received. The person who has received the goods is made
aware of the quantities and descriptions of the items, their prices, and
when you expect payment.

How fo use the Invoice Siatement bock.

First entrv for recording transaction:

Write the buyer's name or designated raceiver of the shipment
on the 1ine "to"

. Write your name and address in the section "from"
Describe and/or numter the items, products., goods sent
Write the date of expected payment on "terms” line
Total the cost of the shipment
Send one copy to the buyer
Put one copy in the shipment
Keep one copy in your book
Enter the date, invcice number and amcunt due in the debtor/
creditor book (p.<1)
Check the book at regular times to determine i7 payments are due

TERMS e TOTAL USRS FE




18

When payment is not receijved by the terms date:

Send new invoice
Quote original invoice number and write "payment now due” on
terms line

When vou receive payment:

Write "paid" and the date received on your copy of the invoice
Write a cash receipt

Enter the amount received in the cash box record

Enter the cash receipt number and amount under the column marked
“paid" in the corresponding debtor record

When you recaive a partial payment:

. Subtract the amount received from amount due
Enter amount due on invoeice. amount paid in debtor record
Write a zash receipt for amount received and enter the amount in
the cash box record
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RECORDKEEPING is the written account of
the money owed to you by custemers, and
money you owe to employees and other
‘business persons.

This section includes a payroll
record book and a Debtor/Creditor
record book.
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RECORDKEEPING is the written account of
the money owed to you by custemers, and
money you owe to employees and other
‘business persons.

This section includes a payroll
record book and a Debtor/Creditor
record book.
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Payroll Book

WEEK OF

page number
EMPLOYEE PAYROLL RECORD

Name date hired

Address

TOTAL TOTAL

MON _TUES WEDS THUR FRI SAT HOURS PAID ' COMMENTS

A record of emp'loyee‘work hours.

This book assists you in keeping track of the hours worked by each
employee. There is alse space to record the number of items made by
each worker,

List every employee and the page number of the employee’s
record on the first page

Enter the employee's hours each day. If the employee is
paid on a weekly or monthiy salary basis, record the hours
worked so that you have a record of absences

Include yourself, the owner, in the payroll book at either an hourly rate
or on a salary basis. This will eliminate the necessity of withdrawing
small amounts from the cash box for persoral use.

Record the amount of work for those who are paid according
to how much they produce rather than the length of time
they work. These production figures should be inciuded on
the record in the space reserved for “comments”

Total the number of hours worked by all your employees
during one month for the pricing worksheet., This is
explained on page 32,
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Debipr/Crediior book

page number

DEBTORS/CREDITORS RECORD

name
address
DEBTOR CREDITOR-
DATE REFERENCE AMOUNT OWED PAID BALANCE AMOUMT CWED PAID BALANCE
TO YOU BY You
RRCSETES TR ficacar s § e T

Owea‘_—fhéhey.
It is important to keep track of those peopie or companies who either owe

you money or to whom you owe money. Debtors- are those who owe you money.
Creditors are those to whom you owe money.

. If you are making an entry that pertains to a debtor, write the
amount under the "amount owed to you" column
If the entry pertains to a creditor, write the amount under the

"amoun® owed by you" column _
Information about either entry should be made under the "referencr"

column

Check this book regularly.
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How to use the Debtor Creditor book.

The first page of the debtors/creditors book should be
a plain, lined page to be used for indexing the records
as they are added to the book.

List the name on the left side of this page
each time a record is added

List the page number corresponding to that
name on the right side of the page.

— -
NAME — PoGeE
Judiness  mame. 6
tineds mame 7
tnesd mame §
M ALANILE- 9

Mt ok A - em

The second page should alse be a plain, lined page.

Make three columns on the page

The £edt column should be labeled “"month™
The middfe column shoyld be Tabeled "total
debtors”

The right column should be labeled "total
creditors”

At the end of each month go through the book
and total every account.

The sum of the fofal debtors balances, and
the sum of the foZal creditors balances
should be placed in the appraopriate columns
of the Summary page.

o

MarTH TOTRL, TDEBTORS (BALANCE ) TGTAL  CREDITORS (SALANCE)




There is a separate page for each debtor or creditor,.
and each account is 1isted_9n pgge 1.

Each time you write &n_invoice:

. Enter the date, invofce number, and amount
on the debtor side of the record for this
person

If it _is a new account:

. Place the name in the index on the first
page

. Assign the account number of the next un-
used page in the book

. Enter the name ard address on that parti-
cular record

. Enter the information pertaining to the debt.

When you get paid for an outstanding invoice.

. MWrite a cash receipt

. Enter the amount rece1ved 1n the cash box

: SRR YD = :

= “'"“"‘Enter the cash reCE1pt number aﬂd the -amount
under the column marked "paid" in the cor-
respanding debtor record .

. Mark the invoice/statement "paid"

When you receive ggoods or services and wish to postpona

payment:

. File ths invoice in yvour correspendence file
. Write the date, invoice number, and amount on
the creditor side of the debtors/creditors

record

When vou pay an outstanding invoice:

. Write your cheque number under the reference
column

. Write the amount of the cheque under the “"paid"
column in the creditors record

. Keep the inveice in the corraspondence file
until the end of the month if you received
these supplias during this current menth

. File the inveice_in a safe place outside
the kit, the file or box where vou keep
all old inveicas, if the supplies were
received before this month

23
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When you make payment on an outstanding loan:

Record the cheque number and amount on the
loaning institution's creditor record

. Write "Cash" in the space under reference
if you pay 2 creditor by cash rather than
by cheque
Note the loan repayment date on calendar

Make sure there is a cash box recerd of the transaction.

If you are unable to pay vour rent or salaries at the
end of the month:

Create a creditor record for your landlaord
or employee

Enter the amount owed in the "owed by you"
column

When vou are able to pay your debt:

ee——rmev—- .+ .Record the reference number of the payment

- and the amount in the paid column of the
appropriate record
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FEBRUARY 1977

L fLstany - TEDNESIIAY - toH Kol o BRAIAY  : SATURDAY v
=3 L) .

Filing is orderly keeping of all important
papers. These papers include letters, re-
ceipts, invoices, banking information, and
agreements between you and your customers.
This {s kept in a file system that aliows

you to find any paper quickly.

When you remove papers out of the kit m"
because they have been used for the monthly . RYEESII
summary, try to keep these papers in a box : vy
marked with the year in which they were et i
used. That way youy have all materials 77

neaeded for future reference, and taxes. B v
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PRODUCTION
' SCHEDULE

16
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The production schedule is in the form gf a menthly calendar and should be
glued to the file folder as in the photograph above.

This schedule assists planning of daily production so that you can set and
meet the delivery dates for orders,

When you take an arder:

. Complete the order form as described on page
Write the promised delivery date on the calendar
Calculate the number of days it will take you to complete the
order, giving yourself plenty of time
Write on the calendar the date that you must start to prepare
the order

Connect the two dates by a line. In this way you can tell at a glance
what production you must be working on during each day,

You may also write on the calendar important dates that you must remember

When you must make a payment on an outstanding invaice or Toan
What day you must pay the rent.
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Im‘por"iﬁni Paperé File

This file is attached to the inside 1id of the kit. 1Its purpose is to
store papers that you cannot affcrd to Tose.

. Leases
. Loan agreements
. Licenses
. Contracts
This YITA manual

Bank Records

o -Reasons for haying a current bank account.
| . The primary purpose of having a current account upon which
you can write cheques is so that you can make payments

through the post without the risk of Tosing money
The bookk2eping kit can still be used if you don't have a

current account, but wherever possible, it is strongly
recommendsd that you start one.

You should always know exactiy how much money you have in the account, If

you should write z cheque for more than you have in your account, the

cheque will be rezurned by the bank and the reputaticn of your business
could be damaged.

!:J:nhdersi&ﬁc'lﬂ and “l_.ls_g bank records.
Deposit -This is money put into the bank account
Cheques - These are pieces of paper on which you indicate how

. money is to be used, to whom the money goes, and how much
. Withdrawal - This is money taken out of the bank account

Your banker will explain how to write cheques and what information to in-
clude on the cheque stub.

Fi11 in the stub completely when you write a cheque. This
is your record of exactly how much is in the bank account.




Bank reconciliation.

Use this form to help you make sure that the money the bank says it has
and the amount your cheque bock says agree. This balancing is called -
reconciliation. The form is shown on the opposite page.

Keep these forms, your cheque book, and deposit slips in the file labeled
"Bank Records."

Complete the form as soon as possible when you receive a statement from
the bank. There is usually a time lag between the time you write a
a cheque or make a deposit and the time the bank records that transaction.

It will be necessary to adjust the bank's balance to show these recent
transactions, as follows:

Adjust your cheque book balance to show any bank charges that
the bank has made in your account

. Follow the instructions on the form
Subtract any bank charges from your balance in your cheque
book .

. Write these charges on the last completed stub

. Keep old bank statements and cancelled cheques in a safe
piace outside the kit

Cancelled cheques are proof that you have made payment.




Bank Reconciliation Form

BANK RECONCILIATION

date
Bank balance as of statement dated
List cheques you have written but which have not
yet been received by the bank
chequg number amount
TOTAL Subtract this

frem (A) above

List recent deposits that you have made but
which have not yet been recorded by the bank

deposit data amount

TOTAL

Now, compare (C) with your cheque book balance of

Add this to (B) .
Adjusted Balance (C)

(D}

Tess bank charges that the bank has charges against
your account during this period:

charge description amount

' Subtract this
TOTAL from (D) ahove

bank,

The adjusted bank balance (C) should equal your adjusted cheque book
balance (E). If they are not equal, check both the banks and your

arithmetic. 1If they are still unequal, make sure the amounts of the
cheques and deposits have been recorded properly by yourself and the
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Correspondence File

Use this section of the file to store the letters that you write and re-
ceive, especially letters and invoices which require some kind of action

by you.

Appendix I of this manual contains samples of letters
that are commonly used in business. These samples
will assist you in writing some of your letters.

- MAINTAIN
CORRESPONDENCE

Writing letters is necessary no matter what kind of
business you are in. It is important to keep copies
of al1 letters s& you have a record of what you said
previously. For this reason, it is suggested that
you keep a letter book in the file.

Use a bound, lined notebocok
Leave the first three pages of the book for
an index
Write down each new addressee'’s name and
address on the left side of the page

+ Write down the numbers of all pages that
correspond to the letters you have written
to this person/agency in the space to the
right of this name

. Make one carbon copy of each letter you write
The original will go the the addressae
The copy will stay in the book
Number each letter starting with number 1,
then number 2 for the next letter, and so
forth

v

File the letters that you receive which require action B G

in the same file. Some exampies of correspondence
which should be filed:

. orders

. requests for price quotations
invoicas requesting payment
others of importance

When you have accompiished what the Tetter has requested, file the letter
in a safe place outside the kit in case you have to refer to it again,




Worksheets are forms on which you write
down all nacessary information about
your business costs, and income, When
this is done carefully, you can make
better decisions about how to improve
your profits,

3
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Pricing Workbook

follows:

Summary of costs:

Pricing:

inimum wholesale

maximum retail

Product descripti
Cost of materials used:
type of material

page number

PRICING WORKSHEET - MANUFACTURED ITEMS

an

Other costs including labour and overheads:
Write here the total of "other expenses" from your previcus
monthly summary (A)

unit price X units used = Total

Cost of Material

A |

(A) divided by (B) times (production time)

Write here the total number of hours worked by all your workers
including yourself during the last month from your employees
payroll bock (B) .
Now, divide (A) by (B) to get average "other expense" per hour
and then, multiply this figure by the total amount of hours
spent by all workers to produce this particular product as

Number of items ordered Total Cost x mark-up

Add the “cost of material” to “other costs" to get (C)

Finally, muitiply (C) times 115% {1.15) in order to account for the cost
of unproductive labour and wasted materials.

other costs

This will give:
Total Cost

Price

(1.70) =
(1. )} =
(r. ) =
a. )y =
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When 1o_t;_tsel the pricing worksheet.

Use to calculate the cost of producing any item

Cost of an item means the total amount of money you spend to make that
item,

. Cost includes money for labor and material and money spent on
overhead

OQuenheads are "hidden costs.”
Such as rent, transport, bockkeeping supplies
. A1l costs which can't be idantified directly with the
praduction of a particular item,

Prnice of an item is the amount of money you receive for selling the
item.

This is an important worksheet. If you calculate the cost of an item too
low, you could spend more producing it than you will receive for selling
{it.

If you calculate the cost too high, the price may make the {tem s¢ expen-
sive that no one will buy it.

géﬁing up.

The first wo pages of the workbook should be plain,
1ined .paper to be used as an index. This index sys-
tem will- enable you or your employees to find the
price of any particular item,

. - Write the description of the item on the
left side of the page

. Write the page number of the pricing work-
sheet that corresponds to that itsm on
the right of the description
Cost each type of product separately
The page number of your product costing
should be the product-identification num-
ber that you can refer to when quoting a
price to a buyer,
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How to use the worksheet.

Follow the directions on the worksheet. The worksheet
is designed to use information from your previous
monthly summary.

. If you are using this kit for the first time,
estimate or calculate the figures for (A) and
(8) in the pricing worksheet _

. After you have completed this month’'s summary,
go back and cost the items again using more
accurate figures.

The pricing system at the bottom of the worksheet is
based on the principle that large orders for one
particular item have less mark-up per item.

There is space in this section for four different
prices.

. Your Towest mark-up (minimum wholasale)
should not be Tower than 10% based on a
large order for cone item

. Your highest mark-up (maximum retail) is
determined by you according to competitive
prices. '

-- It will be the price for selling
only one item
~= This is also called the Retaif Price

. In-batween mark-ups will enable you to offer

bigger discounts for larger orders.

Mark-.-. 15 adding overhead {indirect costs) and profit to the cost of an item
in order to arrive at the selling price. Each businessperson decides reason-
able mark-up according to what the buyers are willing to pay.
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Inventory Werkbook
month of: month of:
DESCRIPTION COST  AMOUNT Egg.‘;"- AMOUNT ng' AMC
{
|
|
|
[}
.
|
1

i e s g . e e | e el —

Know the cost and quantity of all items in your business.

Inventory is the process of counting each item and multiplying the number
E-3

of each by its cost. The sum of all these figures will give a picture of
the assets of your business.

How to Take Inventory

. Count the finished products

. Count materials and supplies used tov make finished products
Take inventory on the final working day of each month. This
gives you an accurate picture of each month's activity and
also tells you how your business is doing.

The sample format above should be your guide in setting
up your own inventory workbook. Your kit should con-
tain a plain, lined notebook for this purpose.

Write down the description of each different
item on the left side of the left page of the
notebook

take 2 column for recording the cost of the
item to the right of the description.
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You should have enough space to the right of the cost
each monthly inventory for the next twelve months,

column to record

Keep separate inventories for

supplies
finished goods

Record supplies 3S you receive them.

Use the supplier’'s words on the invoice to
describe the supplies
Take the costs off his invoice

If you receive supplies that are the same type and
price, i* is not necessary to entar them again in
the supply inventory 1ist.

If the supplies are the same type but the price is
increased:

. Change the "cost" to show the price incraase
. Change the ¢ost even if you already have
some of these supplies that you purchased
at the old price in your existing stock
Consider them at the increased price when
taking inventory at the end of the month.

Remember to inventory finished goods on the basis of
the cost for each product which was calculated in
the pricing worksheet for that particular product.

For partially finished products:

Estimate the costs that you have already
invested--Tabour and materials

Include these astimates in your inventory
of finished goods.

After you have finished counting and muitinlying the
unit cost by the number of items:

. Add up the total costs of each item to get
the value of your stock
The total cost of your supplies and the
total cost of your finished gqoods will be
used in your monthly summary. :




Taking inventory can be a very time consuming
task for businesses that carry a large stock
of supplies or finished goods. Save yourself
time by organizing stock to make counting
easijer at the end of the month.

One methaod:
. Label your supplies when you receive them
. Write down the amount you use on the
label as you use them
. Read the label to tell how much is remain-
ing at the end of the month
-Or.-

Another:

. Store items on a shelf in groups of 10 or 50
. Count the number of stacks and multiply the

number of stacks by the number in each stack.

PR ———
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Monthly Summary

P

(1)

(2)

(3)

(4)

(5)

(6)

- Subtract inventory of finished goods - end of month--. ... -

MONTHLY SUMMARY
month of y 19

Inventory of supplies - beginning of month
Add supplies received during month +

Subtract inventory of supplies - end of month -

COST OF MATERIAL USED

Other Expenses:
Labour

Rent
Transport
Utilities
Other

TOTAL OTHER EXPENSES

MONTHLY COST OF PRODUCTION

Inventory of finished goods - beginning of month
Add monthly cost of production from above +

COST OF GOGDS SoLD

Total sales during month

Subtract cost of goods sold from above -
PROFIT DURING MOMTH

YEAR-TO-DATE SUMMARY

Inventory of finished goods - beginning of period

Add year to date cost of production +

Subtract inventory of finished goods - end of this month -

YEAR-TOQ-DATE COST OF GOODS SOLD

Total sales during period
Subtract year-to-date cost of goods soid

. YEAR-TQ-DATE PROFIT




How well is your business doing?

The monthly summary is the final and most impor-
tant step of the kit. When completed correctly,
it shows how well your business is doing.

The form for the summary is presented on the
opposite page. Use the numbers in the margin
below to refer to the sections with the same
number on the form; the explanations will help
you to Till out each section.

Use this section to calculate the cost of all
the supplies and materials that you used to make
your products during this month. Your inventory
workbook will give you the needed information.

First line

Write the total value of your materials as of
the first day of the current month; this is the
figure obtained from Tast month's supply inven-
tory. If you are completing this form for the
first time and you have not kept an inventory
of supplies, estimate their value and enter it
on line one.

Second 1ine

Write the total cost of all the new supplies re-
ceived during the menth. This refers to those
supplies received between the last inventory and
the current inventory, '

. Calculate the cost by adding up all the
invoices for the suppiies. Tnese invoices
should be in the correspondence file, Add
them into the calculation whether you have
made payment on them or not.

. Add money which may have been spent directly

from your cash box for materials. Records
of these expenses should be added from the
cash box records stored in the monthly sum-
mary book,
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Third line

Subtract the total value of your current inventory
of supplies,

. It is necessary to complete this month's
inventory before you complete this
summary,

You have now calculatad the cost of the material
used for this month's production,

Calculate all your other expenses for the current
month to find the monthly cost of production,

. Use a plain sheet of paper

. List all expenses accountahle to this
month's operations from:
- your cheque book {if you have an account)
~ your cash box records
- your debtor/creditor book

. List the expenses in categories similar

"~ to those in section (2) on the monthly
symmary form

Do not include expenses paid for this month that
were not for this month's activity.

. Add the total of all your expenses to
the cost of materials from section (1).

Section {3) is based upon the inventory of finished
goods.

First line

Enter your previous month's inventory. If you
have not completed this inventory, estimate it
as best you can.

Secend line

. Add the monthly cost of production from
(2) above

. Subtract your current month's inventory
of finished goods _

. Inventory of finished goods is found in
the inventory workbook.
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Third line

Enter your total sales for the month.

These sections of the summary are 1ike the costings you do for each prod-
uct in the pricing workbook, except in this case, the figures are more
accurate because they include the actual cost of materials and expenses
instead of the estimates in your costing sheet,

Enter the value of the merchandise ycu completed
and delivered since your last inventory. (This
does not mean the actual money you received.)

. Nse a plain sheet of paper

. List all sales from your cash box records.
Do not include money received for goods
delivered prior to this month

. List your invoices even if they have not
been paid.

First line
Enter your total sales for the month.
Second line

Subtract the cost of goods sold (from (3) above)
from total sales,

This will give you your profit or loss for the month.

Complete sections {5) and (6) in the same way as
(3) and (4).

. Use the totals of all the past summaries
in¢luding this one

. Lock at your pravious month's year-to-date
summary and adc this months figures for
production costs, sales and ending inven-
tory,

You have completed the monthly summary. How it is time to analyze the
result, "'




ANALYZING
THE SYSTEM

Once the monthly summary is complete, you will know how well your business
has done over the past month., I[f you did not show a profit, you will want
to ask a few questions about improving the situation. And, even if you
made a good profit, there may still be things to look at to insure that
you keep making a profit, Listed below are a number of sample questions
you can ask about your business. The answers to these questions can be
found in the bookkeeping and record keeping kit as briefly described.

Am | pricing properiy? |
From your monthiy summary divide total sales by total expenses or total
costs of production:-—TiisTshould give. you your approximate mark-up rate
that you have beeil ustrg: om your pricing worksheets. If it is consider-
ably less than your mark-up rate, your pricing techniques have been
incorrect. Perhaps your labour has not been working as productively as
they should. Look at your past month's summaries and divide latour ex-
penses by the total costs of production or total expense. This cercen-
tage will get Tower as your labour performs more efficiently. Perhaps
some of your merchandise has been lost or stolen. Next month keep track
of each item that is sold or added to your inventory. At the end of the
month your new inventory should agree with your figures.

How are my sales doing?
It is always a good idea to compare total sales from one month to the next.
These sales should always be growing. But, even more importantly, lock at
your total inventory figures. If these are increasing, you must spend more
time selling your products. Some jtems might be seasonal--one would have
to watch for that.

Do | have enough supplies?

Look on your production schedule and check if you have encugh supplies to
compiete this month's operations. Look through your inventory and check
which supplies are Tow and must be replaced. Do you have enough cash to
pay for these supplies?
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Do | have enough cash?

" Add up the amount of cash in your bank book and your cash box. You should

have enough cash to pay for your next month's supplies and also your other
expenses for the coming month.

How can | increase my cash?

Check through all your debtors to seé if some of the outstanding amounts can
be cq]lected. Check your merchandise inventory for items that are not
selling. Maybe you should discount those items in order to get them off
the shelf to make room for those goods that you know will sall better,

How much money can | toke out of the business for myself? —

If you want your business to grow so that you can make more profits in
the future, vou should never take out of the business more than one-half
of the monthly profits. This, of course, does not include your salary
which is part of your labour expense. The profits that you leave in the

_ business should be invested in a bank savings account until you need it.

" This account should be used to pay for new machinery that you may need to
increase your production or for more space in order to expand you busi-
ness.

When do ! hire more workers? .
If your monthly summary shows that ycu are making a profit and your cash
sales have been increasing, you should considser hiring more workers, If
your monthly summary is showing a loss, however, you should probably con-
sider letting some workers go and at the same time reducing your own
salary until you can get the business into a healthy position again. You
should also consider reducing the number of workers if your cash bailance
becomes dangerously low. You will definitely have to cut back on supplies
$0 as to reduce the chance of having to default on a timely payment to a
supplier. Whenever you cut back on supplies, you must also cut back on
labour because there will be less to produce,

How do | get a loan in order to expand my business?

Most banks and other Tending institutions will only loan money if thay are
confident that you can repay. They will definitely want to see your
monthly summaries but will most likely refer to them as Income Statements.
They will also want to see vour Balance Sheet, Most of the iaformation for
a balance sheet can be found in your bookkeeping kit. Basically, a balance
sheet is a statement of how much your business is worth at any given time.
It wouid normailly look 1ike the sample below. The numbers in parenthases
refer to the descriptions on the following page.
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Balance sheet

"I[ ASSETS:

(2) Lash

{3; Receivables

4 Stock

5) Building and land
(6) Machinery

{7) LIABILITIES:

(8
{9

Payables
Net Worth

BALANCE SHEET
as of

TOTAL ASSETS

TOTAL LIABILITIES

(1)

(2)

(3)

(4)

(5)

EEE R AN X

Assets=-=all those things in the business that
are owned by you., This includes not only the
money but also the items which can be turned

into money.

Cash--the total of all the money you have in
your bank accounts and cash box.

Receivables-~the total of money that is owed
to you. This figure will come directly from
your Debtor/Creditor Book and is the sum of
all the Jebtors' amounts.

Stock--all your supplies and finished goods
according to your inventory workbook.

Building and Land--the amount of money that
you estimate you could get if you were to
sell your shop and the land it is on, This,
of course, is only applicable if you own
both your shop and land., If you rent your
shop, the building and land would not be
your asset and would not be included here.




(6)

(7)

(8)

(9)

Machinery--the price you estimate your
machinery is worth if sold in present con-
dition, Of course, this figure would be
Tess than the price you paid for the
machinery and should only be included if
the machine is in operating condition,

Liabilities--all those things that the
business owes toc others.

Payablos~-the total amount of money that is
owed by you, It is the sum of all the
creditors from your debtor/creditor book,

Net Wonth--the total amount of money that
the business is worth., It is calculated by
subtracting the payables in {8) above from
the total assets. Net worth is included in
the balance sheet under liabilities because
it is the money the business would owe to
you if you were to withdraw the cash, sell
the assets, and pay off the creditors.

‘Total liabilities is the sum of payables

and net worth and, if you have done your
arithmetic correctly, it should equal the
total assets.
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P S .

APPENDIX |
BUSINESS LETTERS

1Tlustrated below is a format that can be used in all business letters.
Your letters should be about three paragraphs Tong, with the first para-
graph referencing any past correspondence and expressing kind wishes to
the addressee. The second paraqraph should state the business ¢f the
letter in very clear terms, and the third or last paragraph should express

your kind wishes again.

[ Name of your business
- Your address
Date
Name of addressee .

His address

Dear sirs,

Thank you . . . . . .. .. ... .
It has come to our attention . . . . . . . . .
It has been a pleasure . . . . . . + . . + . .

Sincerely yours,

Your signature

In the samples on the following pages the suggested wording of these
three paragraphs is given for a number of different situations. The
samples are to be used only as a guide to assist you in writing your

own letters,



Collecting a debt

Dear Sir,

Thank you very much for your order of (describe what was
sold). We hope you were pleased with the goods,

It has come to my attention that payment on our invoice

number dated has not been received. We would
appreciate you immediate attention in this matter,

Again, we thank you for your business and look forward
to satisfying your future needs.

Postponing pd}_m_gqf to creditor
" Dear Sir,

Thank you for your invoice dated ' for (describe
what you received)., Your kind service i1s greatly appreciated.

Unfortunately, we have been forced to delay payment on
this invoice until such time as we receive payment from one
of our major buyers, We apologise sincerely for any incon=.
venience that this may cause you,

Thank you for your understanding in this mattef. We hope
to avoid this in the future and loock forward to our continued
business.

Confirmation of order
Dear Sir, !

Thank you for your order dated for (describe geods).

Your order will be delivered on {date) and payment of (amount}
will be expected by (date}.

We appreciate your patronage and Took forward to satisfying
your future needs.



Request for supplies and price lists
Dear Sir,

We understand from (reference source of 1nformat1on) that
you are suppliers of (1ist the kind of supplies you need). We
are in the business of (state what your business does).

Please send us information describing your products, prices,
and any discounts that could be offered to us.

Thank you for your attention to this matter. We look forward
to our possible future relationship with- (name of supplier).

Order for supplies
Dear Sir,

We are pleased to enclose our order number for (type
of supplies).

Provided your prices are as stated in the order, we antici-
.pate delivery via {type of transport) by (date you expect delivery),
Please confirm prices, delivery, and payment terms at your earliest
convenience.

Thank you for your attention.

Damaged or incorrect supplies received
Dear Sir,

Thank you for yohr invoice number for (type of
supplies) delivered to us on (date you received goods Please
reference cur order number dated

Upon unpacking the shipment it was found that {state in
very clear terms what was wrong with the shipment). Our payment
will be made for those supplies that were correctly received.

We will hold the remainder of the shipment pending your instruc-
tions. In the meantime please send us (name replacements for
incorrectly supplied items).

- Thank you for your-attention to this matter.



Quotation to buyer

Seeking new buyers

Dear Sir,

Thank you for your inquiry dated regarding (describe
items requested).

We have enclosed our pro-forma invoice and hope that our quo-
tation meets with your approval. (Mote: a pro-forma invoice is a
reqular inveice/statement form with the words PRO-FORMA written on
top of the Torm. You complete the form just as you would if you
had already produced and delivered the items requested. The prices
that you quote on the pro-forma must be the actual prices that you
will receive for the goods. Do not enter this invoice into your
¢creditor/debtor book. If the buyer accepts your quotation, make &
new invoice after you have completad the order but ths prices must
be the same as in the pro-forma).

Thank you for giving us this opportunity to serve you.

Dear Sir,

I understand that you are in the business of (describe his
business). Because of your excellent reputation, I would like
to take this opportunity to introduce you to my business and
suggest ways in which I think v2 could work together,

My business in involved in (state nature of your business).
. I have Tisted below 2 sample of my products and their approxi-
mate prices. [ am, however, in a position to offer substantial
discounts depending ¢n the volume of sales and I'm sure that we
could come to an equitable understanding.

(1ist products you think buyer would be
most interested in)

I will be in your area on (date of visit) and Taok forward
to meeting with you.
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Sales promotion letters

t is important that you maintain good communication with your steady
buyers. In this way they will be constantly reminded of your business
and also impressed with your service. As in the other letters, your
first paragraph should be kindly and thanking them for their past
patronage. The following are samples of second paragraphs that may
encourage your.buyers to place additicnal orders for your goods:

We are pleased to announce the introduction
of {description of new item) to our product line.
We think you will be pleased with this new item
and especially with the price of {(quote your
price). T will be visiting you on {(date of your
anticipated sales trip) to show you this item and
alsolgo satisfy your needs from our existing prod-
uct line,

Because of our limited spaca, we find we have
an excess supply of (describe item that is not
selling well) and therefore, we are offering a
special price of (discounted amount) _in_order to

make room for our expanding production, Please
Tet us know if you think you would be interested
in these items.

! am pleased to inform you that due to the
recent expansion of our business, we are now able
to offer many of our products at reduced prices.
This increase in production has not only resulted
in more efficient production but also higher
quality products. [ will be visiting you on (date
of anticipated sales trip) and will be happy to
show you our new price list.

Due to an increase in prices from cur
suppliers, we have been forced to increase our
prices as of {date of price increase). We hope
that we will not be forced to raise our prices
again, but with the present inflation, we en-
courage you to ovder now. I will ke visiting you
?? (date of visit) to show you our new price

sts.

...New Product

...Over stocked

...Reduced prices
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Analysis--taking all the information from the original entries, placing it
on a monthly summary sheet, and making decisions to improve success
in a business.

Asset--anything of value owned by the business.

Balance--the difference between the debit and credit entries in an account,

Bank note--promissory note in the form of paper currency issued by a bank,
payable to the bearer on demand, which circulates as money,

Bank reconciliciion--a statement from the bank prepared for the purcose of
bringing into agreement the deposits and checks the bank records with
the business record.

Bogkkeegping--entering or recording business transactions in accounts and
records.

Buen--the person responsible for buying merchandise

Cazcuzaxo%--a hand-held electronic device for help1ng solve mathematical

roblems,

Cathaﬂ--va]uable assets possessed by any person or business,

Cash--paper money, coins, bank notes, postal orders or travelers chegues.. _
" T Cheques--Personal--a piece(s) of paper used as money, always drawn against
money already on deposit in the bank.
Travelen--pieces of paper purchased from a bank for use by per-
sons who do not wish to carry cash. The traveler check
must be s1gned once by the purchaser when bought, and again
when it is used to make a payment.

Competitive paaca--amount of money asked or recejved for something sold.”

The price compares with.those being paid for similar goods. ==

Contract--a promissory agreement between two or more persons to do or not
__ to do a specified thing in exchange for consideration of value.

" Connespondence~~communication by letter-writing.

Cosi--the amount paid for a particular product or service,

Cnedct--ﬁhe amount owed for a period of time--the column on d/c for money
ove

Crediton-~one who has made a Toan or to whom is debt is due.

Data--information.

Debit--the amount received for an invoice payment--the column on d/¢ for
money received.

Debt--that which is owed by one person to another,

Debzon-~-a person who owes money to another,

Deposit--money placed in a bank.

Discount==-a reduction from the retail price.

Duplicate~~twc {dentical copies.

Employee==-a person hired to work for another on a continuous bas1s

Entry--recording a transaction in an account.
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Expense--any costs in a business.

Fite--a place to store important papers.

Finished goods--items ready for sale.

Format--style, shape or arrangement.

Income statement--a summary of income (earnings) and expenses over a
period of time,

Index~~a guide or 1ist of accounts with a corresponding number(s).

Indirect costs--hidden business costs such as rent, utilities, transpor-
tation, and all those not directly associated with production of a
praduct or service.

Inventony--a 1ist of goods on hand.

Inuaice—-anlitemized list of goods sent, specifying price and terms of
the sale,

Ledgen--a book containing accounts of debit and credit.

Liability--debts; any obligation one is bound or honored to perform.

License~-a document giving permission to do a specific thing,

Loan--money borrowed at interest for temporary use.

Mark-up--adding overhead and profit to the cost of an item to arrive at
the selling price.

Maximum retail--the highest price of merchandise, usually in small amounts,
in a2 sale to a customer

Mernchandise--goods offered for sale

Minimun wholesale--the lowest price of merchandise, usually in 1arge
guantities, in a sale to a customer .

Net wonth--the difference between total assets and total 11ab111t1es

Price--money which is given for the purchase of something

Production--the act of making something

Production schedufe--designating time for finishing the making of goods
or services ordered by someone.

Recedlpt--written acknowledgement of receiving money or goods

Reconoile--bring into agreement the totals or balances of two accounts
(such as cash account and bank statement) when they differ

Recond--set down in writing

Recond(s ) --written accounts of transactions

Recondkeeping--orderty filing of information such as receipts, inveicas,
letters and all important papers

Refenence~--important information recorded in a column about an account;
it includes the account number from the appropriate debtor or
creditor page

Rent--fee paid to lease property, building, land or equipment

Fetail price--price of a small amount of service or merchandise in a sale
to a customer
e-entry--recording each business transaction to a debit or credit
sfde of a single account

Stock--the supply of goods kept by an entrepreneur

Summary--a brief statement or report about all transactions that occurred
during a specific period of time

SupplLies~-those goods which do not become part of the finished product,
but are continually used in the operation of business enterprise.
Supplies include c¢leaning materials, tools, stationery.

Total assets--all those things in business owned by you




Total Liobifities-~-all those things that the business owes to others.

Transaction-=-an agreement between two or mere to buy or sell something
in exchange for money or other thing of value

Trniplicate-~three identical copies

Withdnawal--removing money from a bank account
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FOR MORE INFORMATICN

Small-Time Operaton. How to start your own small business, keep your
books, pay your taxes, and stay out of trouble!
Bernard Kamovoff, C.P.A., 1976, $5.95
Bell Springs Publishing, Laytonville, California, U.5.A.

The Adrican Trader: How to run a business
Malcolm Harper. 1973, Kshs. 15/=
fast African Publishing House, Nairobi, Kenya

Shophkeeping in Zambia.
R. M. Pollock, D. J. Welham., 1972
Falcon Press Ltd., Ndola, Zambia

Your Business and Youn Books: How to keep daily records
' Bardays Bank 0.C.0., Mairobi, Kenya

Consultancy for Small Businessesd _
Malcolm Harper _
Published by Intermediate Technology Development Group, U.K., 1977




