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Didactic note

Basic bookkeeping: Participants are introduced to the basic accounting document, the cashbook. The exercise gives a list of sales and costs of an enterprise during two months to be registered to the cashbook (cash in and out, balance)

Cost calculation: Cost calculation is more complicated, even with the simplified formats provided. Participants will get an idea on cost categories, cost calculation procedures, profit and loss statement, balance sheet and the break-even point analysis.

Apply the course to the different categories of participants: The whole of the training course will not be adapted to micro and small business owners. 80% of the micro and small business owners even do not have a simple cashbook. That is why you have to select the participants for the different subjects:

· introduce micro business owners only to the simple bookkeeping with a cashbook and bank records or a cashbook with accounts;

· take cost calculation exercises only for small and medium business owners.

The training modules can be handled in a flexible manner. The introduction to the cashbook may take a half day including simple exercises and the cost calculation may take a half day or a day.

Handouts for participants

Handout 1:
Standard cashbook and bank records format

Handout 2:
Two months cashbook and bank records exercise

Handout 3:
Cashbook and bank records with accounts

Handout 4:
Two months exercise for cashbook with accounts

Handout 5:
Monthly and annual results overview on sales and costs

Handout 6:
Exercise on the results overview

Handout 7:
Electronic cashbook and bank records on Excel basis

Handout 8:
Electronic cashbook and bank records automatically 
carrying forward the monthly results to the annual overview

Handout 9:
Standard receipt format

Handout 10:
Standard bill format

Handout 11:
Card for sales on credit

Handout 12:
Card for supply on credit

Handout 13:
Format for stock inventory

Handout 14:
Cost calculation

Handout 15:
Fixed and variable costs

Handout 16:
Profit and loss statement

Handout 17:
Balance sheet

Handout 18:
Break-even point calculation

1. Basic Bookkeeping for Micro and Small Enterprises

Introduction
Consultations on accounting and bookkeeping for medium and large enterprises should be done by professionals. Most micro and small enterprise operators do not need a complex accounting system but a rather simple introduction to a cashbook and introduction to how to produce and keep records in the form of receipts. Micro and Small Enterprises (MSEs) often face problems with regard to recording their daily transactions. This is due to the fact that most of the operators do not know how to make such records in a simple and easy manner. As a result, many operators find it very difficult to provide information on their income and expenses and eventually do not know whether they have lost or profited from their business activities. The absence of recording has also caused some problems in handling customer needs, particularly in maintenance services and also in cases of sales on credit services. The lack of recording also makes it very difficult for the tax offices to levy reasonable taxes that are commensurate with the business activities. As a result, business operators complain on the taxes that are levied on them on the basis of estimation, which they say are too heavy to bear.

Cashbook Format
The cashbook is very important to show the situation of the business at any time, as it provides both the charges and credits for any given period. The balance column is the difference between the charges and credits columns. 

	Cashbook

	No
	Date
	Item
	Cash in
	Cash out
	Balance
	Bank in
	Bank out
	Balance

	Balance carried forward
	
	
	
	
	
	

	1
	
	
	
	
	
	
	
	

	2
	
	
	
	
	
	
	
	

	3
	
	
	
	
	
	
	
	

	4
	
	
	
	
	
	
	
	

	5
	
	
	
	
	
	
	
	

	6
	
	
	
	
	
	
	
	

	7…
	
	
	
	
	
	
	
	

	Total and Balance carried forward
	
	
	
	
	
	


Note: In order to prepare a monthly and yearly overview of inflows and outflows, you should calculate the total of the in- and outflows at the end of the month and transfer to the monthly overview sheet. Records for the next month continues accordingly.
Handout 1: Simple cashbook for sale in libraries 
(take two: one for cash and one for bank account records)
	Cashbook / Bank account records of ............................................

	N°
	Date
	Designation
	Cash in
	Cash out
	Balance

	Balance carried forward
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Total / Balance (this page)
	
	
	

	Totals carried forward (from previous page)
	
	
	

	Totals to carry forward (to the next page)
	
	
	


Handout 2: Two months cashbook exercise 

Formats: 2 blank sheets of cashbook (take previous page), calculator

The enterprise "Iron Maid" has carried out the following purchases and sales during May and June. Register the respective data in the cashbook. 

Handout 2.1

	May, 17

· Cash at start 14.500 local currency (LC) 

· Cost of furniture for stock 10.000 LC.

· Cost of office furniture 120 LC 

· Payment for electric installation 1.000 LC

· Sales 2.650 LC. 

· Cost of paper 150 LC.

· Payment for commercial license 180 LC

· Sales 3.755 LC
May, 19
· Sales 1.780 LC.

· Payment for insurance 2.500 LC

May, 20

· Sales 2.890 LC.

· Cost for working material 8.500 LC

May, 21

· Sales  8.900 LC

May, 22

· Sales  7.800 LC.

23 May

· Sales  6.700 LC.

· Transfer of 20.000 LC from cash to bank account

May, 23

· Sales  3.500 LC.

· Payment of annual license to municipality 300 LC

May, 25

· Sales  3.540 LC

· Transfer from bank to cash 10.000 LC

· Payment for maintenance services LC 100. 

May, 26

· Sales  3.560 LC.

May, 27
· Sales  2.700 LC.

May. 28

· Sales  3.565 LC.

· Cost for working material 5.800 LC

May, 29

· Sales  1.560 LC.

May, 30

· Sales  2.770 LC.
	June, 1st

· Sales  1.568 LC
· Payment of salairies LC 2.630

June, 4
· Sales  3.572 LC.

· Payment for water, may 1.251  LC.

June, 7
· Sales  1.575 LC.

· Electricity  2.682 LC. 

June, 9
· Sales  2.570 LC
June, 15
· Sales  3.730 LC
· Working material 1.350.000 LC
June, 18
· Sales  2.590 LC.

June, 20
· Sales  1.744 LC.

· Telephone costs, september  570 LC. 

June, 23
· Electricity  675 LC.

· Sales  3.600 LC.

June, 25
· Salaries 3.750 LC.

· Sales  2.755 LC
June, 27
· House rent 4.500 LC

June, 28
· Sales  8.600 LC.

· Salary of owner  5.500 LC.

June, 29
· Transport costs  700 LC.

June, 30

· Payment of salaries 2.450 LC.


Take one page for each month. 

· What to do with transfer from cash account to the bank account?

· Register to cash out and bank in 

· What to do with transfer from bank to cash account?

· Register to bank out and cash in 

· What to do with sales or purchase on credit?

· Do not register to the cashbook but on separate cards of sales and purchase on credit (see formats hereafter). Organise all cards in a office folder. 

· What is the final result?

Handout 2.2: Example of filled cashbook format 
(don't show to participants before the end of exercise)

	Cashbook of "Iron Hardware shop"

	N°
	Date
	Designation
	Cash in
	Cash out
	Balance

	Balance carried forward
	0

	1
	17/5
	Cash at start 
	14.500
	
	14.500

	2
	17/5
	Stock in 
	
	10.000
	4.500

	3
	17/5
	Office furniture 
	
	120
	4.380

	4
	17/5
	Payment for electric installation
	
	1.000
	3.380

	5
	17/5
	Sales 
	2.650
	
	6.030

	6
	17/5
	Office furniture 
	
	150
	5.880

	7
	17/5
	Commercial license 
	
	180
	5.700

	8
	17/5
	Sales
	3.755
	
	9.450

	9
	19/5
	Sales
	1.780
	
	11.235

	10
	19/5
	Insurance 
	
	2.500 
	8.735

	11
	20/5
	Sales
	2.890
	
	11.625

	12
	20/5
	Working material 
	
	8.500
	3.125

	13
	21/5
	Sales 
	8.900
	
	12.025

	14
	22/5
	Sales 
	7.800
	
	19.825

	15
	23/5
	Sales 
	6.700
	
	26.525

	16
	23/5
	Transfer from cash to bank account
	
	20.000
	6.525

	17
	24/5
	Sales
	3.500
	
	10.025

	18
	24/5
	Annual license to municipality 
	
	300
	9.725

	19
	25/5
	Sales
	3.540
	
	13.265

	19
	25/5
	Transfer from cash to bank account 
	
	10.000
	3.265

	20
	25/5
	Maintenance
	
	10.0
	3.165

	21
	26/5
	Sales 
	3.560
	
	6.725

	22
	27/5
	Sales 
	2.700
	
	9.425

	23
	28/5
	Sales 
	3.565
	
	12.990

	24
	28/5
	Achat matériel quincaillerie 
	
	5.800
	7.190

	25
	29/5
	Sales 
	1.560
	
	8.750

	26
	30/5
	Sales 
	2.770
	
	11.520

	
	
	carry forward the balance to the next month
	11.520

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Total / Balance (this page)
	70.170
	58.650
	11.520

	Totals carried forward (from previous page)
	0
	0
	0

	Totals to carry forward (to the next page)
	70.170
	58.650
	11.520


... filled example (do not show to participants before the end of the exercise)

	Cashbook of "Iron Hardware shop"

	N°
	Date
	Designation
	Cash in
	Cash out
	Balance

	Balance carried forward
	11.520

	27
	1/6
	Sales
	1.568
	
	13.088

	28
	1/6
	Salaries
	
	2.630
	10.458

	29
	4/6
	Sales
	3.572
	
	14.030

	30
	4/6
	Bill for water, May 
	
	1.251
	12.779

	31
	7/6
	Sales
	1.575
	
	14.354

	32
	7/6
	Bill for electricity 
	
	2.682
	11.672

	33
	9/6
	Sales 
	2.570
	
	14.242

	34
	15/6
	Sales 
	3.730
	
	17.972

	35
	15/6
	Working material 
	
	13.500
	4.472

	36
	18/6
	Sales 
	2.590
	
	7.062

	37
	20/6
	Sales 
	1.744
	
	8.806

	38
	20/6
	Telephone costs
	
	570
	8.236

	39
	23/6
	Electricity 
	
	675
	7.561

	40
	23/6
	Sales
	3.600
	
	11.161

	41
	25/6
	Salaries 
	
	3.750
	7.411

	42
	25/6
	Sales
	2.755
	
	10.166

	43
	27/6
	House rent
	
	4.500
	5.666

	44
	28/6
	Sales
	8.600
	
	14.266

	45
	27/6
	Salary for the owner 
	
	5.500
	8.766

	46
	29/6
	Transport costs 
	
	700
	8.066

	47
	30/6
	Salaries
	
	2.450
	5.616

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	Total / Balance (this page)
	32.304
	38.208
	- 5.904

	Totals carried forward (from previous page)
	70.170
	58.650
	11.520

	Totals to carry forward (to the next page)
	102.474
	96.858
	5.616


Total/Balance: make the sum of the cash-in column, make the sum of the cash-out column 
Total of in - less total of out = balance of this page

Reports carried forward: take the cumulated totals from the previous page

Totals carried forward = totals of this page + reports. 
The actual balance (see line 47) should be the same as balance carried forward (see last line)

Cashbook and Bank Records with Accounts 

The cashbook with accounts gives the opportunity to systematise sales and costs. In the columns of sales and costs different sales and cost categories can be detailed. Finally this gives you a better overview on your sales and costs structure.

· Under Sales you may introduce your two or three main sold products or services.

· Under costs you may introduce  

· Salaries

· Administrative costs, furniture

· Raw materials  

You are free to introduce the sales and cost categories, which are important for your business.

The total gives you the opportunity to calculate the sum at the end of the sheet or at the end of each month and to prepare the monthly and yearly overview (see next table).

This cashbook would be more comfortable if worked with Excel software and automatic sums. 

The cashbook on Excel basis is available for download 
on www.bds-forum.net/training-modules and ready for use.

Plan for Cashbook with accounts:

· Number (reference for the proofs) 

· Date

· Designation

· Cash 

· in

· out

· Bank

· in

· out

· Balance

· Sales accounts

· Costs accounts

· Salaries

· Administrative costs and furniture

· Raw and working materials

Handout 3:

	 Cashbook / Bank account records of .....................................................

	Date
	N°
	Designation
	Cash
	Bank
	Sales
	Cost accounts

	
	
	
	Cash in
	Cash out
	Balance
	Bank in
	Bank out
	Balance
	
	1
	2
	3
	Total

	

	... Balance carried forward..
	 
	 
	 
	 
	 
	 
	
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	  Total / Balance..
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 


Handout 4:

Two months exercice for cashbook with accounts

Handout 4.1

	May, 17

· Cash at start 14.500 LC 

· Initial amount at the bank account 450.000 LC

· Working material costs 10.000 LC.

· Office furniture costs 120 LC

· Payment for electric installation 1.000 LC 

· Sales  8.185 LC. 

· Transfer from bank to cash account 20.000 LC

· Working materials 15.000 LC.

· Commercial license 180 LC

May, 19
· Insurance 2.500 LC

· Transfer from bank to cash account 100.000 LC

May, 20

· Working material 85.000 LC

May, 21

· Sales  167.000 LC

May, 23

· Sales  95.900 LC

· Working material 20.000 LC

May, 24

· Sales  35.000 LC.

· Cash to bank 250.000 LC

· Annual license to municipality  300 LC

May, 25

· Sales  35.400 LC

· Cash to bank 50.000 LC

· Maintenance LC 100

May, 27
· Sales  41.865 LC.

May, 28

· Salaries  18.000 LC

May, 30

· Bank to cash acount 100.000 LC

· Sales  4.330 LC.


	June, 1st

· Sales  1.568 LC
· Salaries LC 2.630

June, 4
· Working material  98.000 LC
· Sales  35.720 LC.

· Water costs 1.251  LC.

June, 7
· Sales  15.750 LC.

· Electricity 2.682 LC. 

June, 9
· Sales  25.700 LC
· Bank to cash 100.000 LC
June, 15
· Sales  37.300 LC
· Working material 135.000 LC
June, 18
· Sales  25.900 LC.

June, 20
· Sales  17.400 LC.

· Telephone costs  570 LC. 

June, 23
· Electricity  675 LC.

· Sales  36.000 LC.

June, 25
· Salaries 3.750 LC.

· Sales  27.550 LC
June, 27
· Cash to bank 120.000 LC

· House rent 4.500 LC

June, 28
· Sales  86.000 LC.

· Salary of the owner  5.500 LC.

June, 29
· Transport costs 700 LC.

June, 30

· Salaries 2.450 LC.


Don't show the following two pages to the participants before the end of the exercise

Handout 4.2: Filled example with result (distribute two sheets with the blank format of the previous page to participants)

	 Cashbook / Bank account records of ................................................... / May

	N°
	Date
	Designation
	Cash
	Bank
	Sales
	Cost accounts

	
	
	
	Cash in
	Cash out
	Balance
	Bank in
	Bank out
	Balance
	
	Salaries
	Furniture
Services
	Working
Material
	Total

	

	 ....carried forward..
	--
	--
	--
	--
	--
	--
	--
	--
	--
	--
	--

	1
	 17/5
	Initial cash 
	 1.450.0
	 
	14.500
	 
	 
	 
	 
	 
	 
	
	 

	2
	17/5
	Initial bank 
	 
	 
	
	 450.000
	 
	 450.000 
	 
	 
	 
	
	 

	3
	17/5
	Working material 
	 
	 1.000.0
	4.500
	 
	 
	450.000 
	 
	 
	 
	10.000
	 10.000

	4
	17/5
	Office furniture 
	 
	 12.0
	4.380
	 
	 
	450.000 
	 
	 
	 120
	
	 120

	5
	17/5
	Electricity
	 
	 100.0
	3.380
	 
	 
	450.000 
	 
	 
	 1.000
	
	 1.000

	6
	17/5
	Sales  
	 818.5
	 
	11.565
	 
	 
	450.000 
	 8.185
	 
	 
	
	 

	7
	17/5
	Bank to cash 
	  2.000.0
	
	31.565
	
	  20.000
	430.000
	 
	 
	 
	
	 

	8
	17/5
	Working material
	 
	 1.500.0
	16.565
	 
	 
	430.000
	 
	 
	 
	15.000
	 15.000

	9
	17/5
	Commercial license 
	 
	 18.0
	16.385
	 
	 
	430.000
	 
	 
	 180
	
	 180

	10
	 19/5
	Insurance 
	 
	 250.0
	13.885
	 
	 
	430.000
	 
	 
	 2.500
	
	 2.500

	11
	19/5
	 Bank to cash 
	 10.000.0
	 
	113.885
	 
	 100.000
	330.000
	 
	 
	 
	
	 

	12
	19/5
	Working material 
	 
	 8.500.0
	28.885
	 
	 
	330.000
	 
	 
	 
	85.000
	 85.000

	13
	21/5
	Sales  
	 16.700.0
	 
	195.885
	 
	 
	330.000
	 167.000
	 
	 
	
	 

	14
	 23/5
	Sales  
	 9.590.0
	 
	291.785
	 
	 
	330.000
	 95.900
	 
	 
	
	 

	15
	23/5
	Working material
	 
	 2.000.0
	271.785
	 
	 
	330.000
	 
	 
	 
	20.000
	 20.000

	16
	24/5
	Sales  
	 3.500.0
	 
	306.785
	 
	 
	330.000
	 35.000
	 
	 
	
	 

	17
	24/5
	 Cash to bank 
	 
	 25.000.0
	56.785
	 250.000
	 
	580.000
	 
	 
	 
	
	 

	18
	24/5
	Annual license to municipality 
	 
	 30.0
	56.485
	 
	 
	580.000
	 
	 
	300
	
	 300

	19
	 25/5
	Sales  
	 3.540.0
	 
	91.885
	 
	 
	580.000
	 35.400
	 
	 
	
	 

	20
	25/5
	Cash to bank 
	 
	 5.000.0
	41.885
	 50.000
	 
	630.000
	 
	 
	 
	
	 

	21
	25/5
	Maintenance 
	 
	 10.0
	42.785
	 
	 
	630.000
	 
	 
	100
	
	 100

	22
	 27/5
	Sales  
	 4.186.5
	 
	83.650
	 
	 
	630.000
	 41.865
	 
	 
	
	 

	23
	 28/5
	Salaries 
	 
	 1.800.0
	65.650
	 
	 
	630.000
	 
	18.000 
	 
	
	 18.000

	24
	30/5
	Bank to cash 
	 10.000.0
	 
	165.650
	 
	 100.000
	530.000
	 
	 
	 
	
	 

	25
	30/5
	 Sales  
	 433.0
	 
	169.980
	 
	 
	530.000
	 4.330
	 
	 
	
	 

	  Total / Balance  .  
	 62.218.0
	45.220.0
	169.980
	750.000
	220.000
	530.000
	387.680
	18.000
	4.200
	130.000
	152.200


Handout 4.3: ... Filled example with result
	 Cashbook / Bank account records of ........................................ / June

	Date
	N°
	Designation
	Cash
	Bank
	Sales
	Cost accounts

	
	
	
	Cash in
	Cash out
	Balance
	Bank in
	Bank out
	Balance
	
	Salaries
	Furniture
Services
	Working
Material
	Total

	

	 ...carried forward..
	 622.180
	452.200
	169.980
	750.000
	220.000
	530.000
	--
	--
	--
	--
	--

	26
	1/6
	Sales  
	 1.568
	 
	171.548
	 
	 
	530.000
	 1.568
	 
	 
	
	 

	27
	1/6
	Salaries
	 
	 2.630
	168.918
	 
	 
	530.000
	 
	2.630 
	 
	
	2.630 

	28
	4/6
	Working material
	 
	 98.000
	70.918
	 
	 
	530.000
	 
	 
	 
	98.000
	98.000 

	29
	4/6
	Sales  
	 35.720
	 
	106.638
	 
	 
	530.000
	 35.720
	 
	 
	
	 

	30
	4/6
	Water costs 
	 
	 1.251  
	105.387
	 
	 
	530.000
	 
	 
	1.251 
	
	1.251 

	31
	7/6
	Sales  
	 15.750
	 
	121.137
	 
	 
	530.000
	  15.750
	 
	 
	
	 

	32
	7/6
	Electricity
	 
	 2.682
	118.455
	 
	 
	530.000
	 
	 
	2.682
	
	2.682 

	33
	9/6
	Sales  
	 25.700
	 
	144.155
	 
	 
	530.000
	 25.700
	 
	 
	
	 

	34
	9/6
	 Bank to cash 
	 100.000
	 
	244.155
	 
	 100.000
	430.000
	 
	 
	 
	
	 

	35
	15/6
	Sales  
	 37.300
	 
	281.455
	 
	 
	430.000
	 37.300
	 
	 
	
	 

	36
	15/6
	 Working material
	 
	 135.000
	146.455
	 
	 
	430.000
	 
	 
	 
	135.000
	135.000 

	37
	 18/6
	Sales  
	 25.900
	 
	172.355
	 
	 
	430.000
	 25.900
	 
	 
	
	 

	38
	20/6
	Sales  
	 17.400
	 
	189.755
	 
	 
	430.000
	 17.404
	 
	 
	
	 

	39
	20/6
	Telephone 
	 
	 570
	189.185
	 
	 
	430.000
	 
	 
	570 
	
	570 

	40
	23/6
	Electricity 
	 
	 675
	188.510
	 
	 
	430.000
	 
	 
	 675
	
	675 

	41
	23/6
	 Sales  
	 36.000
	 
	224.510
	 
	 
	430.000
	 36.000
	 
	 
	
	 

	42
	25/6
	 Salaries 
	 
	 3.750
	220.760
	 
	 
	430.000
	 
	 3.750
	 
	
	3.750 

	43
	25/6
	Sales  
	 27.550
	 
	248.310
	 
	 
	430.000
	 27.550
	 
	 
	
	 

	44
	27/6
	Cash to bank 
	 
	 120.000
	128.310
	 120.000
	 
	550.000
	 
	 
	 
	
	 

	45
	27/6
	 House rent 
	 
	 4.500
	123.810
	 
	 
	550.000
	 
	 
	 4.500
	
	4.500 

	46
	 28/6
	Sales  
	 86.000
	 
	209.810
	 
	 
	550.000
	 86.000
	 
	 
	
	 

	47
	28/6
	 Salary of the owner 
	 
	 5.500
	204.310
	 
	 
	550.000
	 
	 5.500
	 
	
	5.500 

	48
	29/6
	Transport costs 
	 
	 700
	203.610
	 
	 
	550.000
	 
	 
	 700
	
	700 

	49
	30/6
	Salaries 
	 
	 2.450
	201.160
	 
	 
	550.000
	 
	 2.450
	 
	
	2.450 

	 
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	
	 

	  Total / Balance  .  
	1.031.068
	82.990.8
	201.160
	870.000
	320.000
	550.000
	308.892
	14.330
	10.378
	233.000
	257.708


Monthly and Yearly Sales and Costs Review
On the basis of a cashbook with accounts it will be easy to keep  the monthly and yearly records. The cashbook with accounts is the precondition for the table of the monthly and yearly sales and costs review. Take the sums from the cashbook sales and costs columns and enter into the monthly review. For the yearly review make the sum of twelve months and put it to the last column.

If the cashbook is kept properly, this means that the totals and balance are documented at the end of each month, and then you only have to carry forward the monthly data to the monthly and yearly table of result in order to get an exact overview on your sales and costs per month and per year.

Because of the limited space on the A4 sheet, the sales accounts are not detailed and the cost accounts are limited to three. This limitation does not exist for the electronic cashbook with Excel (see the chapter that follows  the manual cashbook).

[See next page for the table of monthly and yearly overview results]

Supply and Sales on credit

Do not register sales and purchases on credit in the cashbook and the results overview; cashbook and overview are only for sales and purchasing in cash or by real bank transfer. Nevertheless, they have to be documented. For a real picture of your activities you should complete the results overview with a table on sales and purchasing by credit as follows:

	Situation of sales and purchasing on credit

	
	January-March
	April-June
	July-Sept
	Oct-Dec

	1. Situation of purchasing by credit
	
	
	
	

	2. Situation of sales by credit
	
	
	
	


Compute the result every three month and act immediately in case of danger:

· Too much purchasing on credit means too much liabilities. Action: pay back to suppliers

· Too much sales on credit means problem of liquidity. Action: ask customers to pay their debts as soon as possible.

Note: 

· Don't go too far with sales and purchasing on credit.

· Do not accept orders without any down payment (at least 20%).  
Without down payment, the customer may not come back to take his order.

· Avoid sales on credit of 100% and make a contract. Even in case of contract, 
sales on credit are always with risk.

· Try to avoid accepting sales on credit with new clients as much as possible.

Handout 5:

Blank format for exercise - handout for participants

Fill results of sales and costs of the previous cashbook exercise with accounts (see previous pages)

	 Monthly and yearly sales and costs review

	
	January
	February
	March
	April
	May
	June
	July
	August
	Sept.
	Oct.
	Nov.
	Dec.
	Total

	local currency

	 1. Sales:

	 Total of sales
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 2. Costs:

	 Salaries
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 Furniture and Services
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 Merchandises
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 Total of costs
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 3. Balance of  Sales - Costs: 

	 Sales
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Costs
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 Balance (local curr.)
	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


Handout 6: 

Filled example with results (don't hand out to participants before end of exercise)

	 Monthly and annual results of sales and costs

	
	January
	February
	March
	April
	May
	June
	July
	August
	Sept.
	Oct.
	Nov.
	Dec.
	Total

	local currency

	 1. Sales:

	 Total of sales
	
	 
	 
	 
	387.680 
	308.892 
	 
	 
	 
	 
	 
	 
	 

	 2. Costs:

	 Salaries
	
	 
	 
	 
	 18.000
	 14.330
	 
	 
	 
	 
	 
	 
	 

	 Furniture and Services
	
	 
	 
	 
	 4.200
	 10.378
	 
	 
	 
	 
	 
	 
	 

	 Working materials
	
	 
	 
	 
	 130.000
	 233.000
	 
	 
	 
	 
	 
	 
	 

	 Total of costs
	
	 
	 
	 
	152.200 
	257.708 
	 
	 
	 
	 
	 
	 
	 

	 3. Balance of  Sales - Costs: 

	 Sales
	
	 
	 
	 
	387.680 
	308.892 
	 
	 
	 
	 
	 
	 
	 

	 Costs
	
	 
	 
	 
	-152.200 
	-257.708 
	 
	 
	 
	 
	 
	 
	 

	 Balance (local cur.)
	
	 
	 
	 
	235.480 
	51.184 
	 
	 
	 
	 
	 
	 
	 


The sales and costs columns of the cashbook and bank records allow you to carry forward the monthly results to the monthly and yearly sales and costs overview above. For this, it is recommended to close the actual cashbook sheet at the end of the month and to start with the next sheet for the following month.

At the end of the year calculate the total of the monthly results in order to get the yearly overview.
Electronic Cashbook / Bank Records format on Excel basis

This electronic cashbook and bank records add the sums and balance automatically on the basis of an Excel sheet. The results are automatically carried forward to the monthly and yearly results overview.

Handout 7:
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Try a first test:
· Enter some figures for January into the cash and bank records and the sales and costs accounts.

· You will see, that the data have been automatically carried forward to the next month and the monthly and yearly results overview.
The cashbook on Excel basis is available for download 
at www.bds-forum.net/training-modules and ready for use.

Do not work on the original, but make a copy of it first.

Handout 8.1: Example of electronic cashbook on Excel basis

	Cashbook / Bank account records

Month/Year: January 07

	N°


	Date


	Designation

 
	Cash
	Bank
	Sales of the month
	Costs of the month

	
	
	
	in
	out
	Balance
	in
	out
	Balance
	
	Salaries
	Furniture
Services
	Raw material
	C-Total

	 
	 
	Report carried forward 
(last year)
	25.000
	 
	25.000
	 
	 
	0
	 --
	--
	--
	--
	--

	 
	 
	 
	5.600  
	 
	30.600  
	 
	 
	0  
	5.600  
	 
	 
	 
	0  

	 
	 
	 
	 
	3.000  
	27.600  
	 
	 
	0  
	 
	3.000  
	 
	 
	3.000  

	 
	 
	 
	 
	4.000  
	23.600  
	 
	 
	0  
	 
	 
	4.000  
	 
	4.000  

	 
	 
	 
	 
	3.500  
	20.100  
	 
	 
	0  
	 
	 
	 
	3.500  
	3.500  

	 
	 
	 
	23.000  
	 
	43.100  
	 
	 
	0  
	23.000  
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	Total / Balance 
	53.600  
	10.500  
	43.100
	0  
	0  
	0  
	28.600  
	3.000  
	4.000  
	3.500  
	10.500  


Handout 8.2: Electronic cashbook example on Excel basis

In the electronic cashbook you can see that the data from January have been automatically carried forward to February.

Because we want to see the results of sales and costs separately for every month, the data of the sales and costs columns of January 
are not carried forward to the cashbook of February but directly to the monthly and yearly results overview (see next page).

	Cashbook / Bank records
	Month/Year: February 07
	
	
	
	
	
	
	
	

	N°


	Date


	Designation

 
	Cash
	Bank
	Sales of the month
	Costs of the month

	
	
	
	in
	out
	Balance
	in
	out
	Balance
	
	Salaries
	Furnitures
Services
	Raw material
	C-Total

	 
	 
	Report carried forward 
(last year)
	53.600
	10.500
	43.100
	0
	0
	0
	 --
	 --
	 --
	 --
	-- 

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	 
	 
	 
	43.100  
	 
	 
	0  
	 
	 
	 
	 
	0  

	 
	 
	Total / Balance
	53.600  
	10.500  
	43.100  
	0  
	0  
	0  
	0  
	0  
	0  
	0  
	0  


Handout 8.3: Electronic format with results 

The data of the cashbook and bank records have been automatically carried forward to the yearly overview table.

No more manual calculating, but immediate automatic results overview at any time.

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Monthly and annual results overview of sales and costs - electronic format

	 
	January
	February
	March
	April
	May
	June
	July
	August
	Sept.
	Oct.
	Nov.
	Dec.
	Total

	1. Sales:

	 1.1 Products/Services
	28.600
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	28.600

	 Total of sales
	28.600
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	28.600

	 2. Costs:

	 2.1 Salaries
	3.000
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	3.000

	 2.2 Furniture  and Services 
	4.000
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	4.000

	 2.4 Raw material
	3.500
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	3.500

	 Total of costs
	10.500
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	10.500

	 3. Balance of Sales - Costs:

	 Sales
	28.600
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	28.600

	Costs
	10.500
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	10.500

	Balance
	18.100
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	18.100


Dealing with accounting documents

The cashbook and bank records have to be accompanied by a documentation folder of the receipts and transaction evidences. Use a folder with separators in order to store the necessary evidences such as:

· Receipts - Bills - Delivery notes - Cards for sales on credit - 
Cards for purchasing on credit - Salary payments etc.

The documents have the numbers of the cashbook and bank records.

Accounting documents

· Standard receipt format (available on sale in every stationery)

· Standard bill format (available on sale in every stationery)

· Card for sales on credit to clients

· Card for purchasing on credit with suppliers

· Stock management card

· List of investments

Handout 9:

Standard receipt format on sale in stationeries

	Amount .................................

Receipt of:

M .......................................

...........................................

...........................................

the ............................20.......

                       N°................
	
	                                                         Amount .......................

Receipt of M .........................................................................

Amount of ......................................................................

............................................................................................

................................. the ..................... 20 ...........

N° ................................


for seller





for client

Handout 10:

Standard bill format for sale in stationeries

	The ..................
	Bill................................................................................................

	N°
	Quant.
	Designation
	Tax
	Total with tax.

	1
	
	
	
	

	2
	
	
	
	

	3
	
	
	
	

	4
	
	
	
	

	5
	
	
	
	

	6
	
	
	
	

	7
	
	
	
	

	8
	
	
	
	

	9
	
	
	
	

	10
	
	
	
	

	
	
	Total without tax 
	% tax
	Total tax
	Total with tax

	
	
	
	
	
	

	Total
	
	


Handout 11:

Sales on Credit

Name of customer: 

Address, Tel: 

Ceiling:

Starts to pay the............or will pay the...............

	Date
	Details
	Price
	Amount paid
	Remaining payement
	Signature

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Remark: one card per customer- to file into the accounting folder

Signatures: 

· credit: signature of client

· repayment: signature of seller

Handout 12:

Supply on Credit

(dealing with suppliers)

Name of supplier : 

Address, Tel: 

Credit period:

Deferment period

	Date
	Details
	Credit amount 
	Amount paid
	Remaining payement
	Signature

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	
	
	


Remark: one card per supplier- to file into the accounting folder

Signatures: 

· credit: signature of buyer 

· repayment: signature of supplier

Stock management

Stocks are all your products for sale and all your working materials necessary for production or services.

Stock management means:

· Store your working materials and products in good conditions.

· Keep records on your stock in terms of quantity and condition.

· Keep records on the sales and purchasing of products and working materials.

· Expose your existing products and samples (advertising).

· Guard your products in a safe and proper place and control it regularly.

· Order new working materials in time and take care of delivering periods, in order to avoid stock ruptures.

Verify if you considered all the necessary aspects for stock management and fill the following format.

Handout 13: 

	Format for stock inventory

	Product ............................... 

	Cost per product .......................

	Price per product .........................

	Number of products to be ordered .......................

	Date
	Details

(supplier, remarks)
	Stock in number of products

	
	
	in
	out
	Balance

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 


Take one card for each product 

2.
Overview on professional Accounting

Introduction

Professional accounting is the concern of professional accountants. Small and medium enterprises with needs in professional accounting have two possibilities:

· Often small enterprises take on professional accountants by part-time. Those professional accountants are normally working in medium or big enterprises and then during the weekend working on their own for several small enterprises. The business owners have to prepare the necessary documents and a simple cashbook and then the professional accountant transfers data to his/her accounting system. This is a low cost solution for small enterprises that do not want to engage a professional accountant for full-time. These accountants are working in a rather informal manner and have to be identified by taking some information in the area.

· Medium enterprises have normally full-time accountants on their disposal and even a professional accounting department.

For small and medium enterprises professional accounting is needed in order to comply with accounting standards acceptable by the tax authority. Thus, the list of adapted software, certified providers and training institutions should be looked for. 

2.1  Accounting Software and Software Providers Example of Ethiopia)
Example

CyberSys Technology 
Befekadu building, Bole road, opposite to Saay pastry 

Software: 
-  Peachtree accounting, Original 300 Birr

-  Quick Book accounting, ask for price 

-  DAC accounting, ask for price 

PRO - TECH 
P.O.Box 1612 Addis Ababa, Tel. +251.11.662.0425, 662.0729, Fax +251.11.662.0840

Software: - Peachtree Accounting 

2.2  Accounting Training Courses (Example of Ethiopia)
CyberSys

Befekadu building, Bole road, opposite to Saay Pastry
P.O.Box 19674 Addis Ababa

	Courses provided: 
	· Peachtree accounting, 40 Hrs, 700 Birr

· Quick Book accounting, 28 Hrs, 700 Birr

· DAC accounting, 28 Hrs, 700 Birr

· Web page design, 20 Hrs, 600 Birr


African Lakes
Near the National Stadium, P.O.Box 3533 Addis Ababa, Tel. +251.11.551.8444

	Courses provided: 
	· Peachtree accounting 2002, 50 Hrs, 690 Birr

· Other as Word, Excel, Access, Windows


City Business Computers
Bole Road, in front of Bole Printing Enterprise, P.O.Box 6052 Addis Ababa
Tel. +251.11.551.7197, 5513365, 5533730, Fax +251.11.5522756

	Courses provided: 
	· Peachtree accounting


3.
Cost Calculation Manual
· Introduction

· Identifying cost components

· Systematising costs

· Calculating variable costs for each product/service
· Calculating fixed costs for each product/service
· Calculating total costs per unit
· How cost calculation improves business
· Price setting
· Calculation of the breakeven point
· Pricing strategies

· Ways to reduce costs

__________________

Introduction

Many people are unaware of costs and waste scarce resources. Be cost conscious and think about systematic but simple cost calculation! Cost calculation is the way to calculate the total costs of making and selling a product or providing a service. How can it improve the business? Costing helps to:

· set prices;

· control and reduce costs;

· plan for the future;

· make better decisions;

· write a business plan to obtain a credit.

Steps

1. identify cost components;

2. systematise costs;

3. calculate variable costs;

4. calculate fixed costs;

5. calculate total costs per unit;

6. set prices, deduct the breakeven point.

Identify Cost Components

What cost components are involved in this enterprise?

Production

· labour;

· raw materials;

· electricity, transport, rent, water;

· machinery, equipment and tools.

Management

· labour, entrepreneur’s salary; 

· stationery, telephone, rent, electricity, insurance;

· Equipment.

Selling

· publicity, promotion, commissions.

Finance

· interest on loans
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· List all costs in simple tables, such as:

Material, electricity etc.

	Items
	Quantity
	Costs
	Remarks

	Flour
	10 kg
	15 000 LC per kg
	(variable)

	Sugar
	10 kg
	12 000 LC per kg
	(variable)

	....
	
	
	(v or f)


Machinery, equipment, tools

	Items
	Costs
	Estimated use
	Remarks

	Weighing Scale
	   150,000 LC
	5 years
	(v or f)

	Dough mixer
	6 000 000 LC
	5 years
	(fix)

	
	
	
	


· Calculate the labour costs per hour for each employee:

Labour

	Name
	Job description
	Costs per month
	Costs per hour

	Adwoa
	Administration: ...
	       450,000 (LC)
	(fixed)

	Akosna
	Production: ...
	       500,000 (LC)
	(v or f)

	.....
	....
	
	


· Calculate the working hours and the direct labour costs needed to finish the product/service:

Production process

	Step
	Time
	Executed by
	Costs

	.....
	
	
	

	.....
	
	
	

	.....
	
	
	


The cost of a step in the production process is calculated by multiplying the manpower cost per hour of the employee executing this step and the required time. 

Systematise Costs

Each operator has to differentiate between costs like rent and flour (e.g. in a bakery) to deduce the concept of fixed and variable costs. 

· Fixed costs are the sum of all costs required to produce any product. They do not change when the volume of production/service is changed. Fixed costs can include facilities costs, certain general and administrative costs, interest and depreciation expenses.

· Variable costs are costs associated with producing additional units. They do change with the volume of production/service. They can include direct material and labour costs, transportation and sales commission expenses. 

· Variable unit cost: Cost associated with producing one additional unit.

· Total costs: Sum of fixed costs and variable costs.

This concept implies that (due to contracts, commitments etc.) fixed cost components can be reduced only after a certain period of time. In principle, the classification of costs depends on the type of production. 

Furthermore, some components can be both fixed and variable in the same enterprise: Electricity consumed by a production unit is variable, while electricity for the office building is fixed cost. However, there are some rules of thumb. 
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	Fixed costs
	Variable costs

	
	
	Bakery
	Carpentry
	Retailer
	Services

	Items
	Administration expenses (tel, fax), stationery, rent, electricity, water, transport

public services

maintenance

advertisement

depreciation
	Flour

sugar

eggs

salt

butter

milk ...

electricity

water
	Wood

hinges

paint

screws

glue...

electricity

water
	Goods’ cost


	Materials, spare parts’ used in the service....

electricity

	Man-

power
	Entrepreneur’s salary, wages and salaries (not piece wage!)
	Salary per produced piece, per kg
	Salary per produced piece
	Sales commissions
	Fee per delivered service


· raw materials normally entail variable costs;

· productive work being directly related to the product or service results in direct labour costs, which are variable;

· administration costs are mostly fixed costs.

The operator should classify one by one all his costs as variable or fixed. Does he understand the difference between fixed and variable costs? Only when he is able to classify his costs, can he calculate the fixed costs and the variable cost per unit of each of his products - the basis for pricing.

Calculate variable Costs for each Product/Service

	Item
	Cost (purchasing price)
	Used quantity per unit (product, service)
	Cost per unit 
(price / used quantity)

	Raw materials
	
	
	

	- flour
	15,000,000 (LC) per kg
	10 kg per 100 cakes
	1,500,000 LC per 100 cakes

	- sugar...
	12,000,000 (LC) per kg
	1kg per 100 cakes
	12,000 LC per 100 cakes

	Labour costs..
	2,840/hr
	16 hr/100 cakes
	45,440 / 100 cakes

	Transportation..
	
	
	24,000

	(1) Variable Costs per unit 
	1,581,440 C/100 cakes

15,814.40 C per cake


If a unit produced is very small (e.g. cake) and during the relevant period thousands of units are produced, it is not necessary to quote exactly the quantity of raw material used per unit. Rather, one can take quantities used per 100 or 1000 units. However, at the end variable costs have to be adjusted to one unit. (see example)

Calculate fixed Costs for each Product/Service

	Item
	Fixed cost/month

	Rent
	

	Salaries (administration)
	

	Depreciation of building, machines....
	

	...
	

	(2) Total fixed costs
	

	(3) Monthly production (in units)
	

	(4) Fixed cost per unit (2/3)
	


Depreciation is the theoretical price to the use of an asset. One of the various methods of calculating depreciation, and the simplest one, is to divide the purchasing price of the asset by its period of usage.

Example: A machine costs 6,000,000 C supposed to work for 5 years

Depreciation per year: 6,000,000 LC / 5 years = 1,200,000 LC per year.

Depreciation per month: 1,200,000 LC / 12 months = 100,000 LC per month.

(Note: Good practice should be conservative depreciation: a car which normally is driven in Africa for 30 years should however be depreciated in a reasonable time period of 8-10 years.)

If the business produces more than one product, the fixed costs have first to be split between products as exactly as possible. The relation of total variable costs for each single product can be used as an estimator for the split up of fixed costs.

Calculate total Costs per Unit

· Add up variable and fixed costs per unit

	(1) Variable costs per unit 
	

	(4) Fixed cost per unit
	

	(5) Total cost per costing unit (1 + 4)
	


How Cost Calculation improves Business

Price setting

To set prices the operator needs the following information

· his costs;

· competitors’ prices;

· how much the customers are willing to pay.

In general the price must be 

· low enough to attract customers to buy;

· high enough to give the business a profit.

To make a profit, the price must be higher than the total costs of the product! Hence, knowing the total costs of a product is essential in determining the price. 

There are two methods: 

· the business operator takes his total costs per unit and adds a percentage margin to get his selling price;

· the operator takes the prices of his competitors and makes sure that his prices are competitive with theirs. But he has to make sure that his prices cover his total costs!

However, only if the product is better than that of competitors and the operator is able to transfer the additional benefit to the customers, he can charge more than his competitors. 

Calculation of the breakeven point

The breakeven point is an estimate of the level of sales necessary to operate a business profitably, i.e. how many units of a product must be sold at a given price to make a profit.

The following steps are involved in calculating the breakeven point:

· identify the total fixed and variable costs of the business based on actual results during a relevant time period.

Calculate the contribution margin as follows:

Contribution margin per unit = selling price per unit - variable costs per unit

· this amount is available to offset fixed expenses and (hopefully) produce an operating profit for the business.

Calculate the breakeven point as follows:

Breakeven unit volume = total fixed costs / contribution margin per unit

If sales exceed the breakeven unit volume, the business makes profit; if not, the business makes a loss. 

By performing a breakeven analysis and then varying the assumptions regarding sales levels and variable and fixed costs, the real factors behind the profit potential (or lack thereof) of a business become more clear. This process will highlight the most significant factors and assumptions (particularly assumptions about the ability to set prices) in the buyer's business plan.

Pricing strategies

Generally, the sales price for a product or service should cover more than the variable costs of producing that product, but the margin from sales must be enough to cover fixed costs as well.

If the sales price does not cover total costs, it can, however, still cover the variable costs. Then an appropriate strategy would be to implement measures to increase sales. If the market share can’t be modified, this may require reduction of fixed costs - to make fixed costs become variable.

But if the sales price is below variable costs, it does not make sense to sell more. With every additional unit sold, the operator increases his losses. Then measures to increase sales would not be an appropriate strategy, the operator rather has to reduce his variable costs. Reducing fixed costs – though always recommendable – would not be sufficient!






Ways to reduce costs

Many people are unaware of costs and therefore waste scarce resources. Making an operator cost conscious is always a good point, particularly when he has the potential to reduce costs without neglecting quality:

· turn off a tap which is running;

· handle your tools and equipment with care; clean your tools;

· switch off any unnecessary light and machines which are not used;

· work faster, but still be precise.

Reduce variable costs:

· find cheaper suppliers, but at the same or better quality;

· find others and co-operate to order larger quantities;

· share expenses with others;

· the higher the stock, the higher the interest expense; but: the lower the minimum stock the higher the risk of running out of stock;

· improve the workplace layout: good workshop layout means that the product travels and is handled as little as possible between processes from the beginning to the end of its manufacture.

Make fixed costs become variable:

· if average utilisation of equipment or human resources is low, it can make sense to outsource these services/production. Then the operator has to rent/buy the product/service only when necessary.

5.  Profit and Loss Statement

The Profit and Loss Statement is the final accounting procedure to be presented to the taxation authorities, in order to be taxed on the real activity and not on estimation basis.
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	 Company ............................................

	 Profit and Loss Statement

 Period: from...............  to....................

	 Gross Sales
	

	 Less: Returns and allowances
	 -

	 = Net Sales
	 = 

	 Less: - Costs of goods sold
	 - 

	  - Direct material
	 - 

	  - Direct labour
	 - 

	  - Factory overhead
	 - 

	 = Gross Profit
	 = 

	 Less: - Administrative and selling expenses
	 -

	  - Salaries
	 -

	  - Telephone
	 -

	  - Water
	 -

	  - Electricity
	 -

	  - Rentals
	 -

	  - Others
	 -

	 = Operating Profit
	 = 

	 Less: - Interest expense
	 -

	 = Net Profit before Tax
	 = 

	 Less: - estimated Income Tax
	 -

	 = Net Profit after Tax
	 =

	 Date

 Signature
	


Instruction to the Profit and Lost Statement The Profit and Loss (P+L) Statement is one of the financial analysis tools employed by business enterprises to track the performance of their enterprises. The P+L Statement is the difference between sales and expenses of an enterprise over a given period of time, often one year. If this difference is positive, it is termed profit, while if it is negative, it is then termed loss.

The P+L Statement is important for business operators/managers in checking the efficiency of their business strategies and taking proper actions. The Statement is also important for bankers to check business profitability, in order to comply or not with their investment requests before extending credit. The Statement can only be drawn up based on certain source documents such as the cashbook: otherwise it would be very difficult to apply, especially for micro enterprises. For the Statement to be applied in a given enterprise a certain level of accounting system is needed to be in place. The P+L Statement is made up of the following components:
· Gross sales: total value of sales which is obtained by multiplying the price of each product with the total units of output sold.
· Returns and allowances: stands for the value of damaged goods that are returned by customers to the business enterprise for which the business replaces the damaged goods with new. It also considers payments that are made as sales commissions, discounts, etc., which again are deducted from Gross Sales to result in Net Sales.
· Costs of goods sold: stands for the costs involved with regard to direct labour, direct material and factory overhead costs which are deducted from Net Sales to arrive at Gross Profit. Direct material: stands for those material costs directly accrued in the production process, such as raw material. Direct labour: refers to costs of all labour inputs directly used in the production of goods/services of a given enterprise. The direct labour costs are measured on unit rates and costs of daily labour.
· Factory overhead costs: stands for those costs incurred, but which are not directly related to the production process. E.g. depreciation of machinery or equipment, factory shade rent.
· Administrative and selling expenses: includes costs incurred for certain administrative purposes and for the distribution of products. These are deducted from Gross Profit to arrive at Operating Profit. These expenses are, for example, salaries of management and support staff, expenses related to telephone, water and electricity bills as well as office rents and other similar expenses.
· Interest expense: this is the amount of interest to be paid on the amount of loan obtained, based on the current interest rate.
· Estimated income tax: the amount of tax that has to be paid as per the income tax proclamation.

6.  Balance Sheet

What does the Balance Sheet indicate? 

The balance sheet is the statement of assets and liabilities and provides the financial picture of the business on a certain date, for example, at the end of the year. 
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	Balance Sheet as at the end of the first year

	Assets
	LC (local currency)

	Current Assets: 

	  - Cash
	23,354,000

	  - Raw materials (RM) Inventory
	26,070,000

	  - Work-in-Process (WP) Inventory
	750,000

	  - Finished Goods (FG) Inventory
	15,000,000

	  - Accounts receivable
	16,800,000

	Total Current Assets
	81,974,000

	Fixed Assets:

	  - Land
	4,000,000

	  - Building
	20,000,000

	  - Machinery + Equipment
	9,000,000

	  - Office Equipment
	1,000,000

	  - Less: Accumulated Depreciation
	- 3,400,000

	Net Fixed Assets
	30,600,000

	Other Assets:

	Pre-operating Expenses
	
-

	Total Assets
	112,574,000

	Liabilities 

	Current Liabilities:

	Accounts payable
	
-

	Loans payable
	4,004,000

	Total current Liabilities
	4,004,000

	Long-term Liabilities:

	Loans payable
	52,008,000

	Total Liabilities
	56,012,000

	Owner's Equity:

	Beginning Capital 
	27,000,000

	Add: Net Profit after Tax
	29,562,000

	Less: Withdrawal/Dividends
	
-

	Total Owner’s Equity
	56,562,000

	Total Liabilities and Equity
	112,574,000
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7.  Break-even Point (BEP) Calculation

Three kinds of break-even points (BEP) are commonly referred to, namely: 
1)
BEP Sales (LC) 

2)
BEP Production (volume) 

3)
BEP Percentage (%) 

a)
Break-even Point (BEP) Sales 

Break-even point (BEP) Sales - is that amount of sales value at which no profit or loss is incurred by the business.  
b)
Break-even Point (BEP) Production 

The Break-even point (BEP) Production - is that level (volume or quantity) of production at which no profit or no loss is incurred on the part of the business. Production above this level will result in a profit and production below this point will result in a loss.  
c)
Break-even Point (BEP) Percentage 

Break-even point (BEP) Percentage - is that percentage level of sales or production at which the business neither makes a profit nor loss. Production above this level will result in a profit and production below this point will result in a loss. 
To determine the BEP, three figures need to be calculated. These are: 

Sales: annual sales as documented in the profit and loss statement 
(step 4.4). 
Variable Costs - these are the costs that change significantly according to levels of production, and usually consist of raw material costs plus direct labour (step 4.4), provided it is hired and terminated according to the high level of production a factory is making. 
Fixed Costs - these are costs such as indirect labour and overhead expenses (steps 2.17 and 3.7), interest and depreciation. These costs do not change significantly, if the factory produces more or less.
Break-even Point (BEP) Calculation
a.
BEP Sales

To determine BEP Annual Sales, multiply annual sales found in the income statement by the annual fixed costs and divide by annual sales less annual variable costs:




Annual Sales x Annual Fixed Costs
BEP (Sales) =    



Annual Sales - Annual Variable Costs
b.
BEP Production

To determine BEP Production Volume, divide BEP Sales by the Unit Selling Price (USP):




Break-even Point Sales

BEP Production = 





Unit Selling Price

A further method is to: Divide Annual Fixed Costs by the Unit Selling Price less Unit Variable Costs, also known as Contribution Margin, that is, the remainder of what is left to cover fixed costs and profit. At BEP, the contribution margin can only cover fixed costs, not profit:




   Annual Fixed Costs

BEP Production =           




       Unit Selling Price - Unit Variable Costs

c.
BEP Percentage

To determine the BEP Percentage on yearly sales, multiply the yearly fixed costs by 100, divided by annual sales minus the variable costs.




Annual Fixed Costs x 100%

BEP Percentage = 




Annual Sales - Annual Variable Costs

What is the Return on Investment (ROI)?

One important issue that should be looked into when deciding on whether or not to go ahead with your business is to answer this crucial question: "Will my money be better off in this business or safe at the bank, where it can earn a fixed interest in long-term bonds, savings or time-based deposits?" To answer this question, calculate the project’s return on investment (ROI), presenting one of the means of measuring profitability.
This is done by dividing Net Profit (step 4.4) by the total capital requirement times 100 (step 4.1): It is more advisable to use Net Profit after Tax, if this is applicable.





Net Profit

Return on Investment = 



x 100






Total Equity

A variation in the profitability measure is the Return on Owner's Investments (ROI). This is derived by dividing Net Profit before Taxes by the Owner’s Equity (Capital or Investment) times 100, as shown below:





    Net Profit

Return on Owner’s Investment = 


        x 100






Owner’s capital

If the percentage is greater than the bank’s rate on long-term deposits, including allowances for the country’s inflation rate during the same period, then the project appears to be financially viable. If it is below the bank rate, then you may consider several alternatives which could include measures, such as increasing the level of production (provided the market is sufficient), looking for ways to reduce costs, or even abandoning the project altogether.
	List of Training Modules for Entrepreneurs

Training module 1 is an introduction for business start-ups. 

Training module 7 is destined to experienced entrepreneurs and advanced enterprises.

Module 1: Steps of Business Implementation

Training module for business start-ups. Introducing the four steps of business implementation including practical exercises (action planning, business idea generation, analyse your competencies, SWOT analysis of the business idea (Strengths-Weaknesses-Opportunities-Threats).

· Business idea generation

· Information seeking stage

· Starting up your business

· Follow up and improve your business

Module2: Marketing et Market Research

· "4P" approach in marketing: Product-Price-Place-Promotion

· Competitors analysis

· Market study exercise on the ground (sales and supply markets)

Module 3: Accounting and Cost Calculation

· Basic cashbook and bank records

· Cashbook and bank records with accounts

· Monthly and annual results overview table

· Electronic cashbook and bank records

· Cost calculation

· Analyse price components, fixed and variable costs, 
product costs, profit and loss statement)

Module 4: Business Registration and legal Issues

· Legal status of enterprise

· Registration procedures

· Taxation

· Staff contracts

· Social security

· Business support institutions and formats

Module 5: Financing your Business
· Evaluate your needs for financing

· Identify and overcome other non-financial problems

· Sources of finance

Module 6: How to write a Business Plan

· Business planning for start-ups and small enterprises

· Business planning for medium enterprises

Module 7: International Trade Promotion

· International institutions for trade promotion

· Import and export procedures

· Trade fair and exposition guide

· Trade fair calendar


	Business Development Services (BDS)

Contact: mail@gagel.net 

BDS Portals and Learning Platforms

	Business Development 
Services (BDS) Forum

www.bds-forum.net All about small and medium enterprises (SME) development: BDS portals, BDS approach, training reports. Business information on marketing, import-export, business planning, taxation, bookkeeping, cost calculation.


	Ethiopian Business Development 
Services (BDS) Network

www.bds-ethiopia.net Ethiopian rules and regulations for SME development. Directories of banks and micro-finance, tender procedures, trade fairs guide, trade opportunities, appropriate technologies, women entrepreneurs.

	Services d'Appui aux Petites et Moyennes Entreprises (PME) 
du Sénégal

www.senegal-entreprises.net Répertoires des structures d'appui et établissements financiers, cabinets d'études. Stratégies d'appui, formation professionnelle, recherche de financements, méthodes de suivi-évaluation, appels d'offre.


	Participatory Action-Research

www.action-research.de Participatory methods of business development services and organizational development with examples of Mali, Tanzania, Tunisia, Mauritania, Niger, Burkina Faso.

	6-Pack for SME Development

www.bds-forum.net/6-pack-for-sme.htm 
Six product descriptions for SME development: 6-month BDS cycles, BDS portals, Networking, Capacity building of partner organizations, Monitoring and Evaluation for international projects and M+E for local partners.
	Start and Improve your Business

www.start-your-business.net Manual for busi-ness start-up and business improvement: Business idea generation. Information seeking (market, supply and infrastructure analysis, financial analysis). Business implementation (registering, financing). Follow-up (business management).




Variable costs per unit





Competitors’ price: 


Do not try to sell more �before you reduced variable costs per unit !!!





Fixed costs per unit





LC





Competitors’ price:  sell more, reduce costs





Pricing Strategy





Total costs per unit
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