Business Mgmt./Entrepreneurship Math Alignment

Textbook--Entrepreneurship:  Ideas in Action

Ch. 1

· Pg. 8—math connection; % problem

· Pg. 10—number of employees and % of all U.S. Businesses (Bar graph representation)

· More statistics included on pg. 10 of text about small businesses

· Pg. 13—math connections; converting between fractions and percentages

· Being able to assess your financial situation; applying for a loan

· Rate of business failure

· Calculating how much money you could lose; researching the market for your business idea; may involve some calculation with probability, surveying, representing your findings in various charts, tables, or graphs

· Pg. 17—math connection; essentially solving the equation 10X=15000; need to use the answer to determine if this is realistic (setting financial goals)

· “This is Your Business”—estimating your income and expenses to determine the profit you can expect to make

Ch. 2

Pgs. 32-41 This chapter contains MANY concepts used in a business math course and lists math skills required for an entrepreneur.  They are:

· Addition and Subtraction, both with numbers and plugging numbers into given formulas

· Multiplication in situations such as profit per month (units of product X profit per unit of product), profit per year, etc; again, formulas involving these types of calculations as well

· Averages using division; average sales/month over a three month period

· Filling out purchase orders and invoices; amount due is quantity of each item X the item’s unity cost, add to get total

· Sales tax

· Filling out sales slips

· Balancing the cash drawer; using addition and subtraction and then rectifying any discrepancies

· Percentages as they are used in calculating growth rates, interest payments, and markups and markdowns

· Converting back and forth between decimals and percentages

· Calculating average monthly growth rate or using math to project future sales

· Interest payments; annual interest, exact interest, ordinary interest method

· Calculating discounts, due dates, and last day for discount

Continuing in Ch. 2…

· Pg. 42—constant need to evaluate financial status of a company and identify any problem spots with monetary loss, profits, etc.

Ch. 3

· Pgs. 58-59—supply and demand curves

· Pg. 62—Math connection; comparing profits based on prices and number of items sold per day; looks at comparing two linear situations

· Calculating fixed costs and variable costs

· Calculating marginal benefit and marginal cost; using this information to make a business decision

· Calculating the opportunity cost of a choice and then using it to make your business decision

· Pg. 71—Math connection; calculating amount of income tax paid by an entrepreneur

Ch. 4

· Operating costs of a franchise-initial franchise fee, start-up costs, royalty fees, and advertising fees

· Pg. 91—Math connection; calculating $ needed to start up a franchise, royalty fees, what profit is left for entrepreneur, etc.

· Pg. 95—calculating shares of stock and how that equates to what % of the company the stockholder owns

Ch. 5

Describes the business plan, many aspects of which involve math:

· Making sales and profit projections

· Doing research on the demand for your product in the area, consumer trends, etc.

· Cost of hiring any necessary staff

· Showing growth potential, economic trends, or forecasts for industry growth

· Show how large the market is for your product or service, how you can beat the competition perhaps in price or distribution

· List of potential financial risks and how to deal with them

· Pro forma financial statement

· Funding request and return on investment

· A wide variety of research and data collection is necessary with almost all parts of the business plan

Ch. 6

· Pg. 129—knowing the median income of your customer base

· Understanding of various other statistical terms and procedures are necessary

· Data to describe the demographics and psychographics of your customers; collecting, organizing, and presenting this data

· Analyzing market segments and understand the competition

· Using both secondary (already out there) and primary data (surveys, observation, focus groups, etc.)

· Pg. 137—Math connection; more use of rates and ratio, averages in doing some market analysis

· Pg. 151—Math connection; % of market; how much you will make if you capture a certain % of the market

Ch. 7

This chapter discusses putting together a financial plan.  Math is used in the following ways:

· Calculating start-up costs

· Creating a pro forma cash flow statement (including revenue and expenses)

· Creating a pro forma income statement (including profit and loss)

· Creating a balance sheet (including assets and liabilities); include allowance for uncollectible accounts and depreciation

· Preparing a personal financial statement to establish your net worth

· Understanding various types of bank loans and which one might be right for you based on your financial need

· Preparing all the necessary financial information if you request assistance from the SBA

· Considering economic risks to your company such as how 9/11 affected businesses in the country or how shoplifting might affect your business

· Calculating insurance needs and insurance costs based on what coverage you decide to purchase

Ch. 8

· Compare/Contrast various locations for opening your business, particularly as it relates to costs and budgets

· Compare/contrast the different expenses you will incur with running a business from home or leasing (gross lease, net lease, and percentage lease); be sure to consider how the location affects the amount of customers and whether a more expensive location is worth it (use rates to determine)

· Create a floor plan (using a scale drawing) of your layout

· Comparing proposals from vendors, taking into account quality of merchandise, financing terms, quality of discounts they offer

· Determine initial inventory and the reorder point for supplies

Ch. 9

· Determining a price—demand-based, cost-based, or competition based (must be able to calculate the mark-up and the mark-down where relevant)

· Pricing a service—time based, often produces a linear function ($30 service charge to $5/hr. = 30 + 5h)

· Determining the break-even point (total fixed costs/(selling price-variable costs)) 

· Calculating the cost of an advertisement based on air-time fees and production costs (again, linear relationship 2000 + 4000m could represent $2000 to produce and $4000 per minute it airs = total cost)

· Calculating your market share

Ch. 10

· Calculating bonuses, commission pay, or combination (base salary + commission) pay for your employees

· Determining how many employees you can afford to hire and what you can afford to pay them

Ch. 11

· Keeping a sales journal or ledger on various accounts in a business to manage transactions

· Balancing your business checkbook each month or any other accounts

· Managing payroll

· Keeping track of income tax, payroll deductions, and sales tax

· Be able to read your company balance sheet and income statement (including calculating revenue, cost of goods sold, operating expenses, and net profit before taxes)

· Reading a cash flow statement (positive or negative cash flow, economic effects on cash flow)

· Math related to inventory in a business (costs of carrying inventory, costs of being out of stock, turnover rates of inventory, determining inventory)

Ch. 12

· Using a spreadsheet to prepare various financial documents such as a cash budget

· Determining how to increase your cash receipts and reduce your disbursements (control inventory and payroll, slower bill payment to your suppliers, cut other expenses)

· Analyzing sales by product, analyzing net profit on sales, calculating net profit on sales, calculating net sales, and net income after taxes

· Using graph like the one on pg. 304 to determine your break even point

· Using calculations to determine your breakeven point (pg. 305)

Ch. 13

· Using a spreadsheet to keep track of sales in various categories for the month in a business; then use it to add the total sales of the business for the month

Ch. 15

· Be able to assess economic conditions in the national economy as well as your target area economy; be able to develop a plan for growth of your business based on these assessments

· Be able to do financial analysis of how any new products developed affect your business (total sales, profits, market share, and return on investment)

· Understanding how going international might affect your business (financial pros and cons) such as increased market versus quotas and tariffs

Textbook:  Security First Bank—A Banking Customer Simulation

· Changing percentages to decimals, multiply using decimals, round numbers (pgs. 9-10)

· Calculating your net pay (pg. 11)

· Figuring simple interest (pgs. 11-12)

· Figuring spending levels (pgs. 12-13)

· Properly filling out deposit slips (pgs. 30-31)

· Keeping a checkbook register accurately (Lesson starting on pg. 37)

· Bank statement reconciliation (starting on pg. 51; practice on pg. 64—activity 21)

· Activity 25—Applying for a loan; understanding different types of loans and how they will affect your budget; whether or not you can afford to borrow the money on those terms based on your monthly budget

