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PREFACE

“With adequate technical knowledge and equipment, and 
with the ability to sell, any service engineer can keep as busy 
as a bee—and as poor as a church mouse, unless he operates 
his business according to proven business principles. Only 
then is profit possible. Service engineers must learn how 
much it costs to make a call or do a job, how much they should 
spend for advertising, how to collect for their work, whether 
they can afford to do some work for less than cost in order to 
develop other work that will return a profit.”

The foregoing statement of one of the major problems 
faced by radio service engineers is an excerpt from an edi
torial in the September, 1935, issue of RCA Radio Service 
Neivs. The response to this editorial encouraged RCA Manu
facturing Co., Inc., to carry out a plan to offer service engi
neers a simple method of record keeping that would meet the 
needs of the great majority of those engaged in the radio 
service business. This book is the result.

John F. Rider, author of Part I, is well known to radio 
service engineers as the publisher of Rider’s Manuals and 
other books on radio servicing. Realizing the need for better 
administrative methods applied to the radio service business, 
he has been studying the problem and gathering data for 
several years.

John Van Newenhizen, author of Part II, is an accountant 
and auditor with long experience in the radio field. The sim
plicity of the record-keeping system is due to Mr. Van Newen- 
hizen’s untiring efforts to develop methods that would provide 
proprietors of radio service businesses with all essential 
information at a minimum of cost in time and effort. All the 
forms were devised by Mr. Van Newenhizen.

Eleven business forms are used in the record-keeping 
system. At first glance it might seem that this is more forms 
than should be necessary in a simple system. Every form has 
a definite purpose, however, and it should be observed that 
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most of the forms are made up only every month or every 
year. The forms in daily use are few and simple. The in
tricacies of double-entry bookkeeping have been avoided.

Unprofitable prices common in the radio service business 
are mainly due to lack of knowledge of the true cost of doing 
business. The system described in this book, besides enabling 
a radio service business proprietor to prepare reliable Balance 
Sheets and Operating Statements, will also enable him to know 
his cost for every job. Knowledge of costs is the first step 
toward profitable prices.

It is RCA’s sincere hope that this book will contribute 
to greater prosperity for all who engage in the radio service 
business.

RCA Manufacturing Company, Inc.

Camden, N. J. 
May, 1936
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PART I—by JOHN F. RIDER

Chapter I.
SERVICING IS A BUSINESS

The radio servicing industry has been in a chaotic state 
for many years. Financially speaking, it has been very poor. 
Collectively, its resources have been low and are low. From 
the credit angle, it justified very little—and still justifies very 
little. Speaking from the technical viewpoint, there was a 
time when the majority of service men, or service technicians, 
or whatever the personnel in the radio servicing industry 
called themselves—were up to date. Today, servicing capa
bilities are several years behind radio receiver design.

Association effort, during the past years, has been par
tially successful in the restoring of a certain amount of con
fidence in the men who earn their livelihood by rendering 
radio service, in its various forms, to Mr. and Mrs. John 
Public. However, financial success is still far from realiza
tion. The men engaged in radio service operations have not 
found it very difficult to secure business. . . . There is plenty 
available. A sufficient number of radio receivers are being 
serviced each year, so that the reputable service organizations 
have enough work, but the income from such work never has 
reached its proper proportions. Statements have been made 
to the effect that too many men are associated with the radio 
servicing field, thereby limiting the income from servicing 
activities, and this has been suggested as one reason why 
operations have been unprofitable. . . . There is some truth in 
this statement, but it is not the major reason for existing con
ditions.

A critical analysis of the many forces present in the 
industry, and active over a period of years, leads to but one 
conclusion: The men seriously engaged in radio servicing as 
a means of earning their livelihood have failed to recognize 
the true status of the industry. . . . They have neglected to 
realize that radio servicing is a business—a commercial enter
prise, founded upon technical knowledge and ability. The 
resultant consequences have been far-reaching. By failing to 
recognize that radio servicing is a business, the men so
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2 RADIO SERVICE BUSINESS METHODS

engaged neglected to employ the basic principles of business. 
It can be said that many of the undesirable conditions now 
existing in the radio servicing industry are directly or indi
rectly traceable to the act of carrying on a business in an 
unbusinesslike manner.

Lack of funds has retarded the solidification of radio 
service associations, thereby preventing the attainment of the 
benefits available through association effort. Associations, 
with very little if any financial resources, cannot display any 
strength or accomplish their aims. . . . The absence of proper 
finances has hindered the technical advancement of the indi
vidual men associated with the industry. . . . The absence of 
credit standing, so essential to the growth of every enterprise, 
hindered the financial advancement of the industry as a body. 
This absence of funds, with its expansive influences, is due 
directly to one condition: Non-profitable operation of the serv
ice station or concern. It is the purpose of the plan of opera
tion outlined in this book to show the means of making radio 
servicing a profitable enterprise.

In order to present this plan of operation properly, and 
in order that it be correctly applied, it is necessary to correct 
certain misleading conceptions entertained by the members of 
the servicing industry. We are referring specifically to the 
erroneous impression held by many service technicians, that 
radio servicing is strictly a professional activity instead of a 
business. Radio servicing is a business which can attain a 
moral standing equivalent to that of any profession—but, 
nevertheless, radio servicing is a business. . . . It is a commer
cial enterprise in every sense of the xoord.

We are not trying to split hairs. . . . We are trying to 
correct an evil—an evil created as a result of erroneous 
thought. Frankly, it is not important what you call yourself 
—what titles you add to your name, providing that you run 
your service establishment properly. ... A hundred million 
people in these United States can, if they wish, call the service 
technician a professional man. . . . Every service technician 
in the United States can ask the public or his fellow-men to 
call him a professional man—providing that each service man, 
in his own mind, realizes that he is engaged in a commercial 
enterprise, and that in order to prosper he must conduct his 
business in accordance with sound business principles.... That

4
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3SERVICING IS A BUSINESS

is the paramount issue. . . . Therein lies the road to profitable 
service operations—solidification of the industry—technical 
advancement of the individual men. Prestige is a good thing 
to have, but if it results in so much ego that it is blinding to 
the realities—it is dangerous. The most renowned service 
establishment cannot survive on reputation alone. . . . Repu
tation for technical proficiency will attract business—but, for 
the concern to stay in business, operations must be profitable.

Service technicians have operated for years along profes
sional lines, as we interpret the term in connection with the 
arts and sciences. This in itself is not so bad, because it has 
a good moral influence—that is, upon many—but beyond this 
moral influence, it has been highly unprofitable. The cross
roads have been reached! The time has come for the servicing 
industry to pattern its activities after successful commercial 
enterprises, instead of after the professions. . . . Unless this is 
done, the servicing industry will never be profitable, because 
there is but one way to run a commercial enterprise—and that 
is in the proper business manner.

The medical profession has been set up as a criterion. . . . 
Drive all thoughts of the medical profession out of your heads.
.. . Medicine is one of the most honored, respected and humane 
professions—but it is not a lucrative profession and should not 
be the criterion for the radio servicing industry. Facts and 
figures available from any number of sources will substantiate 
the statement that the average total income of the medical 
man, by and large, in small towns and large cities, during the 
last ten years never rose above $4,000 per year. . . . Please 
remember that by making these statements we are not dis
paraging the medical profession. . . . We are simply stating 
facts.

You, as a service technician or service engineer, if you 
wish to call yourself that, or a plain service man, if you do 
not care for frills—are not a doctor in the radio field. You are 
a technical man in business, selling time, knowledge and radio 
equipment. . . . There are a number of parallels to the servic
ing industry, perhaps not completely so, but sufficiently so to 
prove a point. One of these is the electrical field wherein the 
electrical contractor, or the electrician with his own shop, is 
like the service man. . . . These men, like yourself, may have 
studied electricity, in its various branches, for several years.
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It is possible they gained their knowledge through an appren
ticeship or by practical experience, like many thousands of 
service men. . . . After a time they opened a shop where they 
sold maintenance by servicing motors, electric fans, vacuum 
cleaners—made installations of light and power circuits—sold 
•fans, motors, lamps, and other accessories.

These men are in business and know it. . . . Maybe some 
of them are not operating upon a profitable basis, but they are 
not fooling themselves about their status in the electrical 
industry. . . . The automobile mechanic, who maintains a small 
shop, is another suitable and proper comparison. . . . The elec
tric refrigerator repair organization is another comparison. 
... Is it glory that the servicing industry seeks by calling itself 
a profession? ... Is it satisfying the ego? If, during the years 
to come, service men are going to satisfy their vanity instead 
of becoming real business men, they will miss every oppor
tunity to improve their finances—to enhance their position in 
the radio servicing industry.

Because of illusions of grandeur, cultivated by all of this 
professional talk, service men have been too prone to make 
mountains out of mole hills. Their attention has been focused 
upon the more trivial of their problems. Our reason for stress
ing the importance of realizing the true status of the servicing 
industry, is that we wish to dispel those thoughts which 
actually place obstacles in the path of progress of the servic
ing industry. Because of this professional talk, the servicing 
industry, as a body, has built up the belief that an industry 
cannot be commercial without sacrificing technical proficiency. 
Such an attitude is very, very far from the truth. Major 
attention to professional ethics and minor attention to the 
problems relating to commercial operations upon a profes
sional basis have actually retarded the technical advancement 
of the service industry, because the men have neither the time 
nor money required to augment technical knowledge by home 
study or school attendance.

Because of the “professional” attitude, all the attention is 
focused upon technical matters. Subjects relating to the com
mercial side of servicing are viewed askance, because the men 
feel that commercialism in the servicing industry casts a 
stigma upon the profession, as it is called. Many years have 
passed since the servicing industry first bloomed. Hundreds
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of speakers have spoken on technical subjects.... On the other 
hand, the number of different speakers who have, at any time 
during these years, spoken about the actual business adminis
tration of the service establishment, can be counted upon the 
two hands and have some fingers left. All this talk about being 
professional men has contributed greatly to the obstinate 
refusal to consider the importance of the commercial side of 
radio servicing.

Service men have never realized that in one breath they 
talk about being professional men, and in the next establish 
themselves as being business men. Publications sponsored by 
service associations, local and national, offer their roster of 
membership, a list of the readers of the publication, as repre
senting buying power. This is quite in order, because service 
men do buy merchandise in various forms. Some of this mer
chandise is purchased for personal use—but far more is pur
chased for resale to the customer—who is the ultimate con
sumer, thus placing the service men as middle men—that is, 
between the original supplier and the ultimate consumer or 
purchaser. Such sales certainly constitute a commercial trans
action and are beyond the realm of the strictly professional 
men. The service industry, as a group, has been considered 
a sales organization to sell merchandise in the form of tubes, 
speakers, amplifiers and receivers to the buying public. . . . 
Such activity is commercial activity in every sense of the word. 
. . . Such activity is business activity.

Service men, individually and collectively, have bewailed 
competition from the mail-order houses via the net price cata
logs which are mailed through the land. They say that net 
prices in such catalogs interfere with their sales—reduce the 
profits of their business. . . . There is no denying the fact that 
some of these complaints are justified, but above all it should 
be remembered that such complaints are the complaints of 
men who are running a business and not of men who are 
engaged in a professional activity.

Reductions in tube list prices have been received with 
great horror among the men in the servicing industry, because 
they meant a reduction in the profit made possible by the sale 
of tubes. Such may be true, but whatever it may be, it still 
remains out-and-out commercialism and nothing else.
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It might be mentioned that while the general attitude 
toward reductions in list prices on tubes is an evidence of com- 
mercialism, it is not an evidence of sound business judgment 
or far-sighted reasoning. List-prices that are unnecessarily 
high rather than being based on cost of production inevitably 
lead to excessively long discounts. Such discounts are eagerly 
sought and encouraged by most service men and dealers, who 
seldom realize that long discounts bring about the cut prices 
and demoralized market conditions about which the service 
industry so bitterly complains. In a highly competitive busi
ness, the longest discount seldom produces the most profits.

A

1

Is it possible that radio service men are ashamed of being 
known as being engaged in the radio repair business? . . . 
Awaken—you service men! Make your business profitable 
and you will command as much respect as any professional 
man. . . . You will be able to enjoy the same comforts of life 
as any other successful business man. . . . The world revolves 
around commerce. . . . Nations battle for territory to protect 
their commerce. . . . Centuries ago, one country conquered and 
even enslaved another in order to insure its commerce—in 
order to supply outlets for its products. . . . The rehabilitation 
of the United States, subsequent to the recent economic crisis, 
depended upon the healthy reconstruction of business—upon 
the development of profitable business. . . . Being a busi
ness man and being commercial-minded is nothing to be 
ashamed of.

.J

i
In our opinion, all this professional talk is not going to 

solve the problems of the servicing industry. . . . Becoming 
commercial-minded is, in our estimation, going to accomplish 
just that. The servicing industry at large claims that there 
are too many service men. . . . Maybe so. . . . What is the solu
tion? If enough service men become commercial-minded, so 
that they learn to run their establishments at a profit, they 
will be able to spend more money to become more proficient, 
render better service, carry on more extensive advertising and 
take business away from the incompetent. . . . The successful 
servicing company, by having greater resources, will be able to 
secure more business. Hard and cruel as it may sound, this 
world still believes in the survival of the fittest. A man who 
is not fitted for the servicing industry—who cannot do good

*
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work—who cannot run his business properly, and thereby 
hurts others—should be out of the servicing business.

Examinations, legislation, codes of ethics—all have their 
place. If examinations remove 50% of the radio servicing men 
now active—is that going to make servicing more profitable? 
No, not unless each of the remaining concerns is going to oper
ate at a profit. Volume alone is not the solution in the radio 
servicing business. Reduction of competition is not the solu
tion in the radio servicing business, because at no time can 
competition be reduced to the point where there are so few 
men remaining in business that service work is at a terrifically 
high premium. Radio servicing involves the sale of skill, 
knowledge and time. The time which is being sold is not ma
chine time. It is the time of business men. Thousands of 
service men have operated at maximum capacity—have 
worked ten, twelve and fourteen hours per day, and have 
nothing to show for it. . . . More work would mean nothing, 
because that which was being done at full operating capacity 
was unprofitable—unprofitable because the business was not 
being run as it should.

Examinations and legislation relate to technical ability. 
The fact that examinations must be passed will not limit 
competition. This is proved by the over-abundance of men 
in the medical field, the legal field, the electrical engineering 
field, the civil engineering field, et cetera. The limitation of 
men in any one field in order to make that field profitable—by 
legislation of any kind or by association effort—has time and 
again been proved ineffective. The creation of technical pro
ficiency is not the major problem of the day. Service has been 
rendered to the public. . . . Perhaps it was not the finest pos
sible—and is not the finest possible—but a certain amount of 
satisfaction to the public ensued just the same. It is true that 
greater technical ability is much desired in the servicing indus
try. There is but one way to secure such technical ability, and 
that is by making servicing profitable, so that the funds will be 
available for the furtherance of technical education. Exami
nations and legislation may weed out the good from the bad, 
technically speaking, but that is its limit. Establishing the 
good and removing the bad will not make for profitable opera
tion, unless each of the good men becomes commercial-minded 
and operates his business in the proper .manner.

i. M
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Concerning a code of ethics, let us fully understand the 
significance of such a thing. The code expresses the proper 
relations between fellow-craftsmen and these craftsmen and 
the public. Its fulfillment is something else. There is nothing 
on this earth, inclusive of laws, which will make a person act 
ethically if that person refuses to do so of his own free will. 
Penalties simply force men to exert brain power in the effort 
to circumvent the code, regulation or law. Regulations and 
penalties do not prevent crime—they simply counter-balance 
temptation.. .. Those who are tempted think about the penalty 
and if fear of the consequences is not overcome by personal 
desire, the codes are followed and laws are observed. . . . Let 
us be sensible and view the truth. No one denies that the 
promise to live up to the dictates of a code of ethics has excel
lent moral influence—but, at the same time, let it also be 
understood that such codes are adhered to until such time as 
financial necessity forces repudiation.

Whether or not a code will be lived up to depends upon 
the individual—his honesty—his degree of moral integrity. 
It is ridiculous to state that a business man cannot live up to 
a moral code—that only a professional man, as we understand 
and interpret the word in the radio industry, can live up to 
such a code. Let it be known that “chiseling” has been going 
on among our so-called professionals and this applies to every 
art and science, as well as the servicing industry. Let it be 
further understood that those influences which will make a 
business-minded service station operator depart from the code 
will make the so-called professional service station operator 
depart from the code. If there is such a distinction between 
the two types of men—which we cannot see—the problems of 
both are the same. As a matter of fact, we are very much 
tempted to say that the business-minded service station oper
ator, who is running a profitable business, is less apt to be 
confronted with that economic pressure which will cause him 
to violate the code than the professional man who is seeking 
unprofitable dollars.

There is not a single phrase listed in any code of ethics 
that applies to the relations between the service man and the 
public, which cannot be adhered to by a sensible service station 
operator who realizes that servicing is a business. If these 
codes are intended to establish honest dealing between cus-

•i
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9SERVICING IS A BUSINESS

tomer and service man, the same degree of honesty will prevail 
if the service station operator is business-minded. . . . Honest 
dealing with customers has been an axiom for successful busi
ness operation. If the codes are established to develop cordial 
relations between service station operators, those relations 
need not be strained because men become business-minded. 
. . . There are in existence today innumerable associations of 
men in similar lines of business. . . . The men meet upon a 
friendly basis, exchange viewpoints, develop ideas for the gen
eral welfare of the industry, but remain in competition all the 
time—friendly competition. It is common-sense business tac
tics not to knock the other man’s product or ability. . . . The 
man who is business-minded realizes this fact even more 
strongly than any other individual.

Do not for one moment believe that we are setting up a 
business Utopia. . .. Unfair, miserable competition often takes 
place between individuals engaged in similar lines of business. 
. . . Such tactics are due to personal dislikes, financial stress, 
greed, et cetera, but they are not native only to service station 
operators who have become commercial-minded. The one-man 
service station with the professional viewpoint can just as 
readily develop a personal dislike, can experience financial 
strain or become hungry for business and commit the same 
offenses as any small or large commercial concern. . . . Con
sidering all of the factors, a service station operator can 
become commercial-minded without fear that it would place 
him in a position which would cause him to do things which 
he had never thought about during the time that the glorified 
professional viewpoint occupied his mind.

So much for the subject of professionalism and commer
cialism in the service field.



Chapter II.
COMMERCIAL VIEWPOINT AND 

TECHNICAL ABILITY

The statement has been made time and again by service 
station operators that development of the commercial view
point interferes with technical ability—that the former is 
developed at a sacrifice of the latter. It has been further said 
that the commercial viewpoint interferes with technical profi
ciency during service operations. Let us see if such is the 
case.

It is taken for granted that a man who embarks upon 
radio servicing as the means of earning his livelihood is 
possessed of the proper amount of technical knowledge to 
justify his going into that business. It is perfectly conceiv
able, although very rare, that a man without the proper 
amount of technical knowledge starts a service business and 
hires the technical brains. There can be no objection to such 
a practice. It can be found in every branch of commerce— 
in every field of activity.

While it is true that in years gone by the amount of tech
nical knowledge required for service work was not very exten
sive, modern receiver design and servicing requirements call 
for far greater knowledge. Assuming that this knowledge is 
possessed to start with and is the foundation for the business, 
we cannot see how the cultivation and formulation of commer
cial ideas will retard technical advancement. The commercial- 
minded man, capable of properly interpreting his resources, 
realizes the value and limitations of the technical ability of the 
establishment and is more prone to discover the presence of 
limiting factors than the man who considers his time entirely 
his own and does not realize the various vital requirements of 
his business.

As to retarding technical advancement let it be said that 
such is not the intent of this plan of operation. It is utter 
foolishness to think even remotely that any sane-minded busi
ness man can suggest that a commercial enterprise, founded 
upon technical ability, can thrive and prosper by focusing all 
of its attention upon the monetary considerations and neglect
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its foundation—technical knowledge. As a matter of fact, 
the technical advancement of the service industry has actually 
been retarded, because the industry is not commercial-minded. 
Many service station operators have voiced the statement that 
they cannot keep up with radio developments—no matter how 
they try. In order to earn bare sustenance, they must work 
twelve, fourteen and sixteen hours a day with no leisure 
time to study and read up on the recent developments. They 
made the statement that they cannot afford to purchase text 
books and other sources of information—that they cannot 
afford post-graduate courses in schools.

The suggestion to become commercial-minded and to run 
a service establishment like a business is intended to relieve 
this situation. It is intended to remove the necessity for work
ing more than a reasonable number of hours a day and to make 
those hours produce the required revenue. It is intended to 
supply the leisure and the funds necessary for further educa
tion and technical advancement. It is intended to supply the 
funds required to purchase modern testing equipment as 
required by changes in radio receiver and allied unit design.

As to interfering with technical proficiency during the 
completion of a service job, that can mean but one thing. 
Some men feel that by elevating the commercial side of the 
business so much thought is given to the monetary angle that 
sufficient time will not be spent in making a proper check upon 
the receiver, amplifier or speaker, and that inferior parts may 
be used to make replacement. Such an argument indicates a 
definite misconception of what constitutes being commercial- 
minded. Being a business man does not mean being dishonest— 
accepting money under false pretenses—selling inferior mer
chandise. . . . That is not sound business. The first principle 
of successful business operation is giving the customer his 
money’s worth—fair and honest treatment. Charge for what 
you sell, but deliver! We do not suggest overcharges, but we 
do suggest a charge which will show a profit and still be wholly 
satisfactory to the customer. People do not expect more than 
they pay for. But when they pay for a job—they expect that 
it be well done!

Running a service station like a business does not mean 
that if a resistor is being replaced no further time can be spent
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in checking that receiver. Proper business administration 
can develop a certain program of operation which will be 
profitable and, at the same time, will represent a thorough 
check upon that receiver. Such a program would call for the 
employment of the most modern forms of testing equipment, 
made possible by profits accrued from proper administration. 
The ownership of such modern equipment would enable suf
ficient saving of time in certain operations, so that all the 
operations required for thorough testing would be possible 
without involving more time than is required for a casual, 
routine test with inferior equipment.

Running a service station like a business does mean that 
if a specific unit has been replaced and the supplementary 
check shows correct operation of the receiver and amplifier, 
the operator will not waste additional time in elaborate and 
unnecessary tests—unless he is being paid for such a thor
ough test. Certain routine tests are a part of general service 
operations and defects discovered are properly remedied, but 
it is not common sense to bend backward to please—particu
larly when such action changes what would be a profitable 
call into an unprofitable call.

What we describe here is routine in all maintenance prac
tice. If a carbon and valve job is to be done on a car, there is 
a general tuning of the motor, but unless specifically requested 
and paid for, the auto service man does not check the differen
tial and transmission gears or the brakes. If after the car has 
been tuned and tried on the road it is discovered that the 
brakes are bad, the customer is notified before brake lining is 
changed or the brakes adjusted. If the trouble is minor, it is 
usually remedied and nothing is said, but as a rule, the cus
tomer expects to get what he pays for and does not expect 
to get something for nothing.

As to the use of inferior replacement parts, because it 
means greater immediate profit, that is more apt to be native 
to the irresponsible individual than to the man who is of sound 
business mind and is trying to establish himself solidly. The 
latter classification of man knows the error of such ways. . .. 
He knows the financial loss entailed in making a free repeat 
call. He realizes the financial loss for time — traveling 
expenses and all incidental expenses. ... It is not strange

i
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that the sensible business man avoids free repeat calls. . . . 
He knows what they mean. . . . The work is guaranteed and 
the guarantee must be lived up to fully. . . . This guarantee 
covers the replacement parts as well as the actual repair, hence 
it does not pay to use inferior parts. ... It means a loss rather 
than a profit. . . .
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Chapter III.
WHAT IS MEANT BY BEING BUSINESS-

MINDED

We have spoken a great deal about being business- 
minded. Maybe it would be a good idea to define this state of 
mind.

It is perfectly possible for a man to be in business and 
not realize what is going on about him. It is also true that 
certain types of people were never cut out to guide a commer
cial organization. If the latter is the case, then, as has been 
stated before, it is time to quit while the quitting is good, 
before debts of various kinds accumulate and eat up all the 
available money.

The first requirement for a man who is to guide a com
mercial establishment is to realize the responsibility of the 
financial end of the business. Whatever funds come into the 
concern, belong to the concern. This is far more important 
in a small company with limited finances than in a large com
pany where plenty of money is available. The fact that the 
operator or the man doing the work owns the concern is of no 
consequence. The time will come at the end of the year to 
withdraw whatever profits are available or the proper portion 
of the surplus—if there are any profits or surplus funds. Dur
ing the year all of the funds in the business belong to the 
business.

One of the major failings of small business—and the 
average service organization is typical of small business— 
particularly of the owner-worker type of one-man establish
ment—is that the owner feels that he is responsible to no one 
but himself. This is entirely the wrong attitude. It is the 
attitude of an individual who does not appreciate why he is 
operating his own business. A business first started is like a 
child—it must be nursed along. The man who starts a busi
ness and secures credit owes a responsibility to each of his 
creditors. They are silent partners in his business, but do not 
share in the profits. The confidence they have displayed by 
extending credit must be justified. This is a responsibility.
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The individual who cannot see any further than drawing 
his pay check each week does not belong in business. The man 
who is business-minded realizes that since the success of his 
business is his success, consideration of the financial require
ments of the business comes first. The salary drawn by the 
owner is as much as the business will permit—within reason— 
not what the owner-operator needs for his personal use. More 
than one business, running profitably despite mismanagement, 
was eventually ruined because the owner did not realize the 
financial capabilities of the enterprise and drew more money 
for his own use than the business could afford. The time will 
come when a paying business will provide all of the luxuries 
within reason, but during the nursing period before it has 
reached its maturity—the needs of the business come first.

These thoughts, coupled with ambition, represent the dif
ference between the men who work for others during their 
entire lifetime and the men who without abundant capital 
establish businesses of their own. . . . Ambition to succeed and 
prosper is a part of being business-minded. Ambition is the 
driving force which counter-balances the sufferings of self- 
denial. A goal is set and gone after.

Some men are born with the commercial instinct, others 
must cultivate it. Cultivation is possible, as is evidenced by 
the numerous schools which teach various branches of com
mercial activity. Experience is, of course, a marvelous 
teacher. . . . The majority of radio men who operate service 
organizations have migrated into the field from many other 
forms of activity—very few with business experience. Where 
this is true, the commercial instinct must be cultivated.

The individual, who is operating his own business, must 
understand the various forces which function in the commer
cial field. Courage—common sense—imagination—honesty— 
the ability to weigh the pros and cons of a situation—all are 
important in commercial life. As far as the operations of the 
individual company are concerned, the man who is to guide the 
destiny of the establishment must fully understand the impor
tance of every branch of activity relating to the operation of 
the establishment. ... He must be able to correlate and com
bine these various factors so as to produce a smoothly running 
organization. He must realize that everything associated with 
the business is significant and must receive attention—the
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Amount of attention it deserves. It matters not whether this 
relates to expenditures, income or sales, competition or adver
tising. . . .

Eyes and ears must be open to recognize ways of reduc
ing expenses—increasing sales—operating more efficiently. 
The mind must be working to create new ideas which will 
prove advantageous to the operations of the company. . . . 
Common sense must be practiced when arriving at decisions.
. . . The sensible man running a business does not rush pell- 
mell into a plan he dreamed of the night before—or one which 
appears marvelous at first thought. Weeks and months need 
not elapse in deliberation, but deliberation is required in busi
ness. . . . Analyze every plan—seek out its weak points—and 
strengthen them. . . . Establish the strong points and make 
them stronger.

The sensible man in business cannot be gullible. ... He 
cultivates the ability of saying “no.” He does not fall for 
every idea or scheme suggested and offered as a remarkable 
money maker. . . . Maybe it is, but—maybe it is not. Experi
ence is an excellent teacher, but it is too costly to experiment 
with everything. Certain decisions must be arrived at by 
mentally weighing the plus and minus sides of the matter. We 
admire snap judgments. We say that the man is a fast 
thinker, with all the facts at his finger tips.. .. That is all very 
well. . . . Snap judgment will come later. . . . We creep before 
we walk. . . .

The man who guides a business acquaints himself with 
the necessities of that business. This does not mean that the 
men who head large concerns handle the minute details, but it 
does mean that the men who run small business establishments 
must keep their fingers upon the pulse of their own business 
and upon what is happening in their field. Being self-sufficient 
is the privilege of a select few—the very big—certainly not 
the privilege of the very small.

The man who intends running a business successfully 
must plan ahead.... Pie must plan business activities ahead of 
the individual working day. He must have some idea of what 
he intends doing—as well as what he is doing. By this we 
do not mean that you must know what jobs you will service 
or install two weeks from next Tuesday, but you must have a 
fair idea of what efforts you will make towards sales promo-
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tion—what amount you will need for expenses—what equip
ment you will find necessary to buy—what type of stock you 
will have to replenish—what expansion, if any, you will make, 
et cetera. Being business-minded is not the actual carrying 
out of these ideas, which, of course, is the ultimate act, but the 
realization that such items are important and must be done.
. . . Time and again you have noted comments in newspapers 
made by large executives, concerning the financial program 
relating to expansion, which will be carried out during the 
coming year or over a period of five years hence.

To run a business properly it is necessary that the man 
guiding the concern have the courage of his convictions. This 
does not mean that the individual must be stubborn. It ap
plies more to the courage not to vacillate each time someone 
makes a negative comment concerning a plan. . . . You will 
find that if you carry out a program which you think is right, 
you will profit much more than if you change your ideas as fast 
as the weather changes, just because someone else does not 
concur with what you think is right. At the same time the 
opinions of others should be heard. . . . There will be times 
when modifications of a plan are essential. ... If such is the 
case—make them, but do not forget the original basic idea.

The man who is business-minded does things with a defi
nite idea in mind. What is accomplished as a result of what 
is done may not be complete fulfillment of the original idea; 
nevertheless, it will be something concrete, which will indicate
the feasibility or correctness of the plan or idea---- To attempt
something without a concrete idea in mind—to wait and see 
what will develop—does not belong in business. It belongs in 
the laboratory where the final outcome may be an explosion.

The business-minded man realizes the importance of accu
rate statistics as they pertain to the activities of his business. 
... He does not feel that the keeping of such records is wasted 
effort. ... He realizes that such records are of definite aid in 
the formation of decisions concerning the future operations of 
the business, as based upon past activities. He realizes that 
records tell him the condition of his business; that only by 
keeping proper records can he discover and plug the financial 
leaks—gauge the value of various phases—establish the merits 
of an idea which is being tried out.
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The business-minded man believes in systematic routine. 
This does not mean regimentation of every act during each, 
day, but it does mean that if a plan of operation is estab
lished governing the order in which a service call is handled 
from the time that the request from the customer is received 
and the receiver or amplifier is returned, that plan is followed. 
Although more important when extra men are employed, it 
also applies to the owner-worker type of establishment. Devia
tion from such routine invariably results in loss of time, 
money, et cetera.

The business-minded man pays attention to his own busi
ness. He recognizes the existence of competition, but devotes 
most of his thinking time and all of his physical effort to his 
own business. Whatever mental effort he expends and what
ever money he spends, he devotes to increasing his own sales 
and not to decreasing his competitors’ sales.

It is very possible that, having read a description of what 
is meant by being business-minded, that you cannot picture 
yourself as possessing all of these qualities or of being capable 
of carrying out the job of guiding the destiny of a business. 
Do not be alarmed by what has been said. No one individual, 
who starts a busines of his own, is an example of perfection;— 
that comes in time. If you have attentively read these pages, 
you no doubt have realized that being business-minded is in 
reality a display of mental faculties. In real life a person 
does not say that he or she is business-minded and conse
quently will open a shop of one kind or another. The indi
vidual feels that he or she is capable .... also that it is pos
sible to capitalize upon ability. . . . Technical experience or 
commercial experience is an aid. Be that as it may, the busi
ness is started and as a matter of self-preservation what
ever can be done to improve the finances of the establishment 
is done.

j

One individual may be more familiar with business rou
tine than the other. One man will make more mistakes than 
the other, but, if the attention of the owner is focused upon 
the business and established principles of business operation 
are applied, the owner eventually fulfills the requirements set 
forth as being necessary for the proper guidance of a business.

Every service man, who has an adequate technical back
ground, possesses the foundation required for the establish-

I
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ment of a service business. . . . Since the majority of service 
men in business have had no business experience, our plan of 
operation is presented so as to guide the owner in the admin
istration of his service business affairs. Daily contact with the 
requirements of sound business administration—familiariza
tion with the forces active in the commercial world will bring 
to life those mental agencies which have been lying dormant 
because their need was not appreciated. If the members of 
the service industry, who are operating their own shops, will 
give themselves half a chance, chaos will be replaced by order 
and poor incomes will be replaced by good incomes.

I
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Chapter IV.
THE EFFECT OF COST UPON INCOME

Why is service income low? . . . How can it be increased? 
. . . Let us analyze the income of a service station. . . . There 
are two general sources of income. One is that secured from 
the sale of service time and knowledge. This is the money 
received for the time spent and the knowledge applied in ren
dering service. The other source of income is that secured 
from the sale of parts and accessories sold individually or in 
connection with a service job.

Let us now segregate these two forms of income and con
sider the sale of service time first. The money received repre
sents the service charge. An analysis of service charges made 
by service men located in different parts of the United States 
shows that the price ranges from $1.00 per hour to approxi
mately $3.50 per hour, with the greatest number being within 
the range below $2.00 per hour. . . . More than likely, you, too, 
are within this range! . . . Are you one of the few men in the 
United States who knows that the price he charges per hour is 
sufficient to cover the cost of the hour sold? If you are one of 
these men—consider yourself a rarity, because there are com
paratively few radio service station operators who realize that 
knowing costs is one of the most important functions of the 
man who controls the destiny of a business.

Analyzing Three Blind Reasons. We have spoken to thou
sands of service men during the past year. In but very few 
cases did we find a man who said that he charged a certain 
amount for the sale of his time and labor because he knew that 
that amount was sufficient to earn him a profit over his total 
costs. The majority of men advanced a number of different 
reasons for charging what they did. It might be interesting 
to analyze these reasons—because they are everything but 
sound.

One of these reasons was that the competitor around the 
corner charged that amount. Is that a good basis upon which 
to establish your own service charge? . . . Suppose, for just a 
moment, that your competitor is not aware of his costs and 
that each hour thus sold represents a loss. Assuming that you
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do not know your costs, are you justified in taking a similar 
loss simply because the other man takes a loss upon each hour 
sold? ... If we assume that your competitor is not a business 
man, should you place yourself in exactly the same category?
. . . Let us further suppose that your competitor does not 
possess your ability and, in order to attract business, is offer
ing low prices—realizing fully well that he will never hold his 
customers. Should you follow suit? ... No!

You must realize that a servicing business cannot be run 
in exactly the same manner as a store, where daily sales are 
made to the same customer. A man who sells commodities can 
take a loss during one day's sales and know that the same cus
tomers who have been attracted to his store will call again 
tomorrow and the day after and make additional purchases.
. . . But when you take a loss on a certain sale in the servicing 
field, you may have to carry that loss for a long time before 
you will have the opportunity of again selling that customer— 
assuming, of course, that you have satisfied the customer.

It is, of course, possible that your competitor is a busi
ness man and, having sufficient capital, is taking a loss each 
day in order to drive you out of business. . . . You, on the other 
hand, not being as well fixed financially, cannot afford to take 
similar losses. This fact you must realize, and the only pos
sible recourse you have is to move. If you do not wish to move, 
then you cannot afford to fight, but must develop some other 
means of attracting business at a price higher than that of 
your competitor. At no time are you justified in asking a 
price—which entails a loss—simply because the man next door 
is charging a certain price and taking a certain loss. If, on 
the other hand, you are familiar with your costs and know that 
it is not profitable financially for a competitor to sell service 
at a certain price—it is up to you, as a business man, to dis
miss such competition from your mind and let it eliminate 
itself. Most certainly, you will not be helping matters by 
competing on a similar plane and thereby reducing your own 
price levels. Of course, if you do have sufficient funds, and 
you know that you can carry on such a cut-price war without 
endangering the welfare of your business, then, if you wish, 
you can continue the fight. We make this last statement with 
the full realization that at best such a fight is not worth while. 
The amount of money you would lose competing in this man-

l
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ner could be put to much better advantage by selling your cus
tomers on the idea of paying you a higher price. If you serve 
your public better than your competitor does—you will get the 
business.

The second reason advanced was that the charge was con
sistent with the financial status of the customers. We admit 
that the question of economics is present in the establishing 
of a sales price of any commodity or service being sold. At 
the same time, we must also recognize that the person selling 
also is confronted with his problems which force him to estab
lish a certain sales price. Consequently, the question of 
economics influences both the seller and the buyer. A selling 
organization is confronted with the problem of selling some
thing at a price which will be acceptable to the customer. At 
the same time, it is also confronted with the problem of selling 
at a definite price, which will enable the said concern to remain 
in business.

You say that the customer cannot afford to pay more! . . . 
Can you afford to sell at the price which the customer can 
afford to pay and still remain in business? . . . You must 
answer that one! . . . You recognize the limited finances of the 
public. At the same time, you should also recognize your own 
finances. ... You must pay your rent. Your landlord demands 
a certain amount of money for the space which he sells you— 
and he wants it each month. You buy testing equipment at a 
specified price. If you do not have the funds required by the 
jobber, you cannot purchase the equipment.- The fact that 
you can buy on the installment plan is of no consequence. 
You still must pay a certain price. . . . Gasoline you need— 
and you pay the price asked.... You buy parts from a jobber. 
The fact that your customer refuses to pay you more than a 
certain amount does not change the price you pay for a cer
tain replacement part. If you analyze your own problems, 
you will find that you, too, are beset by certain definite price 
factors which you cannot overcome. These factors introduce 
a certain definite expense and cost into the operation of your 
business. In order that you survive, you must charge a cer
tain amount. If you do not charge this certain amount, you 
cannot survive. Consequently, you can recognize the custom
er’s ability to pay only up to a certain point, and that point is 
associated with the amount of profit which you can make on
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a job. If the customer’s ability to pay is so limited that the 
price, which is satisfactory to him, does not allow you a rea
sonable profit—you cannot afford to do business with that 
customer. The third reason was that the station operator 
thought that the charge was high enough to return him a 
profit—although he was not certain that he was earning a 
profit. Such reasoning is entirely without foundation. Proper 
business administration demands that you know whether you 
are taking a loss, breaking even, or earning a profit. This is 
not intended as an arbitrary statement. It is simply a matter 
of fact. To establish a price simply because you think it is 
enough, is definitely wrong from every business angle, no mat
ter how you view it.

So much for these three reasons. As you can see, each 
and every reason presented herein is fallacious.

The Hourly Charge. Getting back to the charge per hour, 
how do you know that $1.00 per hour is enough—or that $2.00 
per hour is enough—or that $3.50 per hour is enough to return 
a profit? . . . How do you know that you can afford to do free 
inspection? How do you know that you can afford to do free 
inspection, even if six out of every ten calls result in completed 
service calls? It is perfectly conceivable, and, for that matter, 
a reality in altogether too many cases—that having made the 
free inspection call, and having succeeded in convincing the 
customer that the receiver should be serviced, your charge for 
your time is not sufficient to cover your basic costs.

Speaking about losses on the sale of service time, it is 
natural that a loss may be entailed upon several jobs. Of 
course, every effort will be made to avoid such a loss, but there 
are times when a profit is impossible. . . . The important thing 
in connection with the proper administration of a business, 
is to know the extent of the loss and just how many such losses 
the business can afford. . . . This means knowing the cost of 
the time which is sold. . . . You are selling time. . . . Without 
knowing what the costs are, how can you establish a resale 
price which will be profitable? Attempting to sell something 
without knowing what it costs is tantamount to servicing a 
receiver blind-folded, with the additional hazard of endanger
ing the very existence of yourself as a service station operator.

The Sale of Parts. Let us now consider the sale of parts. 
How can you decide which is the most profitable manner in
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which to charge for the replacement parts you use in a radio 
receiver? Should you sell at cost—cost plus—list price, or at 
a definite sacrifice? Do you know if the profit you earn on 
the sale of the labor, in connection with any service job, is suffi
ciently great to absorb a loss on the sale of a replacement 
part, if such a loss does occur? You do not always make a 
profit on the sale of your parts. . . . That you might just as 
well realize right now. Certain parts, when sold to the cus
tomer at list price—will entail a loss on your part—even with 
the 40% discount you receive from your supplier. This is so 
because your organization entertains certain definite sales 
expenses which relate to parts. It is your duty, as the man 
in control of your business, to know just what these sales 
expenses are, so that you can definitely establish the best 
method of selling these parts. You may feel that the most 
attractive offer you can make to the customer is a flat rate 
charge for time and parts. You may be right as far as the 
customer is concerned, but how about your pocket-book? . . . 
We are not disputing the attractiveness of a flat rate charge. 
What we are concerned with is whether or not that fiat rate 
charge, covering time and parts, is the proper one, so that you 
will earn a profit on the complete job. You may say that you 
are earning a profit! Can you prove it by definitely estab
lishing your costs for the time sold and for the replacement 
parts which are used in the job?

If you do not know your expenses relating to the sale of 
parts, how can you tell just what your total costs are? These 
total costs include the price which you pay for the mer
chandise and the selling and handling expenses relating 
thereto. The important item in all sales is profit. However, 
in order to establish the profit, you must determine the actual 
cost, including the related expenses, and then obtain a price 
for your merchandise which is in excess of the cost plus the 
related expenses.

A large number of men, who are running service stations, 
have been operating with the belief that the cost of a replace
ment part was the price which they paid. That is wrong— 
entirely wrong, and shows very definitely the absence of 
knowledge concerning proper business administration and the 
factors which enter into the establishment of proper profits.
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It has become common practice among service station 
operators throughout the United States to juggle the charge 
for service time sold and the charge for replacement parts, in 
order to arrive at a figure which appears most attractive to 
the customer. Almost invariably, it means sacrificing a cer
tain portion of the profit on either the sale of the time or the 
sale of the parts. . . . But how can you juggle such figures 
unless you know your profit on the sale of your time and your 
profit on the sale of the parts? . . . How can you establish your 
profit if you do not know your costs? . . . How can you decide 
the exact amount of profit, which you are going to relinquish, 
unless you know the amount remaining? Without full and 
complete knowledge of costs and expenses, it is impossible to 
establish profitable service charges and profitable sale of 
replacement parts.

“Leaders.” Radio service stations, like other commer
cial enterprises, offer “leaders” to attract business. The sale 
of such “leaders” is carried on at a definite loss and it is hoped 
that the other business resulting will be profitable to the extent 
where it will offset the loss entailed by the sale of the “leader.” 
. . . Once again, we are confronted by the same problem. 
Without full knowledge of cost and overhead expense figures, 
it is impossible to establish the loss entailed by the sale of this 
“leader”—and the amount of profit which must be earned on 
the sale of the other items in order to offset the “leader” loss. 
The solution is not the elimination of “leader” sales. Such 
sales represent sensible business. ... The solution is the estab
lishment and proper application of cost and expense figures.

Absence of Cost Figures. The absence of cost figures, as 
they relate to service time and labor sold to the public, is a 
deplorable condition and must be remedied. It is, in our 
opinion, one of the prime factors contributing to the low earn
ing power of radio service station operators. ... It is one of 
the basic reasons for the poor financial standing of the entire 
radio servicing industry. . . . The absence of cost figures has 
contributed greatly to the fact that servicing capabilities are 
several years behind radio receiver design—by limiting 
incomes of service station operators to such low figures that
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the men did not, and still do not have the funds required to 
keep abreast of technical advancement in the field. It is one 
of the prime reasons why service station operators are forced
to work long hours and earn but a bare existence___ Since the
financial condition of associations reflects the financial stand
ing of their members—the lack of funds in association treas
uries mirrors the bank accounts of the members of the servic
ing industry, who have been establishing service charges with
out knowing their costs.

Innumerable service men have lost courage. . . . Why?
. . . Simply because financial strain, accompanied by excessive 
hours of work, will sap the courage of any human being. . . . 
Thousands of service men feel that servicing is not a paying 
business, and that it never will be a paying business. ... If 
you, too, think along these lines, you are wrong! . . . Change 
your mind today—because radio servicing—properly admin
istered and rendering good service—can be made a financially 
successful enterprise.

The lack of suitable finances, attributable directly to the 
unprofitable sale of service time, has forced the service station 
operator to accept every job offered to him. . . . Every job is 
needed in order to survive! . .. Every job is accepted, because 
the men cannot distinguish between what is profitable and 
what is unprofitable. Knowledge of operating expenses, in 
order to establish a profitable price for the time which you 
sell, is an imperative commercial consideration. It is just as 
important in the radio servicing field as in every other field 
of commercial endeavor. Millions of dollars are spent each 
year by the large, successful commercial enterprises in the 
maintenance of their cost records—because such records con
stitute the foundation of the sales structure.

So much for general discussion about why knowledge of 
costs is essential. We trust that you have not been frightened 
away from the subject. Really, the administration of a busi
ness is not a very difficult matter—although it does require 
your concentrated attention. If you have built up any ideas 
concerning the magnitude of the job—dispel them. . . . You 
will find, as you go through the pages which follow, that com
prehension of the business terms is easy and that the means 
of establishing what your costs are is the simplest possible 
arithmetic. If you can add, subtract, multiply and divide—
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you will be able to make all of the computations you need to 
acquire the information you must have in order to place your 
business upon a sound basis. After that is done, and if you 
exercise good judgment and courage, you will find that the 
combination will lead to profits.
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Chapter V.
PROFITS FROM PARTS SALES AND 

SERVICE TIME SALES

To start with, your prime reason for going into business 
is to make a profit upon your transactions. That does not 
mean that you are going to make a profit upon every transac
tion. Some sales will result in a loss. The loss may be little 
or substantial, but whenever possible, you should know this 
beforehand and make an effort to limit your loss to a prede
termined figure. Knowledge of costs, expenses, proper analy
sis of the job to be done, and the time required makes such 
calculations possible.

A loss may occur in two ways, bearing in mind the func
tion of the service station. ... You may take a loss on a job 
as a result of the time spent; that is, the time you spend on a 
job costs you more than you charge the customer. Then again, 
you may take a loss because of an incorrect estimate, which 
results in an actual outlay of money for parts or accessories 
in excess of that which you receive from the customer for the 
sale of those parts. Sometimes a loss is incurred on both time
and parts sales-----Whether or not you should take jobs which
entail a loss in the form of time or outlay of money, depends 
upon a number of conditions or circumstances. These condi
tions or circumstances include the extent of daily activity, 
that is, the amount of business you are doing; whether or not 
your shop is successful; the possibility of making up that loss; 
your financial ability to stand a loss; whether or not you are 
pressed for money; the competitive situation; the possibility 
of establishing a successful business and, finally, if you have 
sufficient funds to enable operation until such time as you do 
establish a successful business.

When we speak of a loss, we are referring to the final 
financial outcome of a completed transaction. A repair job, 
which entails the sale of time and parts, is classed as a single 
transaction. A job, which entails the sale of service time only, 
likewise is classed as a single transaction, and a transaction, 
which involves the sale of parts or accessories only, is also 
classed as a single transaction. If a dual sale of parts and
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time is such that it means a loss on parts, but a sufficient profit 
on the sale of the time, so that the loss on parts is absorbed 
and a satisfactory profit remains—that complete transaction 
is profitable... . The same is true if the required profit is made 
on parts sales and a loss is experienced on the sale of time.
... However, if such a dual sale means that the loss on either 
parts or time is greater than the profit on time or parts, so 
that the final reckoning shows a loss—that complete transac
tion represents a loss. A profit or loss on individual transac
tions on time or parts requires no discussion.

Let us now analyze the various conditions relating to 
losing transactions. If your shop is not busy or is not operat
ing at normal capacity, because you cannot attract business 
at your prevailing prices—it would be natural to conclude that 
it is foolish to turn down the sale of labor—even if it means a 
loss. . . . Yet, such a conclusion is not always right. ... We 
admit that you are idle. We further admit that your natural 
conclusion is that the sale of an hour of labor at a loss of 50c 
is preferable to no income at all—particularly in view of the 
fact that the expenses run on like the babbling brook, and an 
hour not sold may be the loss of a dollar or more. . . . But is 
such an analysis correct? . . . Let us see. ... If the number of 
families you can draw on for service work in your community 
is not sufficient to enable operation of your store—and you 
know this to be a fact—you are not justified in taking that 
loss.... You should close your shop, because you do not belong 
in that neighborhood! If you continue taking such losses, you 
are simply prolonging a sickness and exhausting your capital.
. . . The end is inevitable. Perhaps it will be delayed as a 
result of the amount of income which you receive—but the 
day when you will have to close that shop is going to arrive. 
The best thing you can do is to close shop immediately and con
serve whatever capital you may have left for a fresh start 
somewhere else.

Suppose that such a shop is operating at normal capacity. 
. . . Are you justified in taking a loss if you sell an hour of 
extra time? Inasmuch as operation at normal capacity means 
that your expenses are covered and you are also earning a 
profit, it would be only natural for you to feel that the addi
tional money you receive is just so much more profit—even 
though you sell the time at a rate below your regular rate. To
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do so is wrong, because it is establishing a precedent and you 
are lowering your own standard of prices. The fact that you 
are operating at normal capacity is evidence that you can 
receive your price—so why lower it? Since you are operating 
profitably, you are not in need of the extra funds. Of course, 
you can use such funds, but if you are going to build a reputa
tion for your business, it is necessary that you maintain the 
price you have established.

Let us now consider another case where you need every 
dollar which you can secure, because your finances are very 
low. In cases of this type, you most certainly are not doing 
much business. No doubt, you have exhausted your capital. 
You are justified in taking the job because it provides a cer
tain income, but you might just as well understand that you 
cannot continue in business on such a basis and you will 
eventually have to close shop.

The opportunity is ripe at this time to refer to the low- 
priced midget set. This subject has been broached to us time 
and time again during various lectures we have given during 
service association meetings. What should be done with this 
type of receiver? Should it be serviced at a loss, particularly 
when someone else in the neighborhood will take the job? 
Frankly, it is our belief that if your financial condition is such 
that you do not need that job, you should turn it down and let 
the other man take the loss. However, before deciding that 
you will not take this job and incur a loss, give some thought 
to the possibility of future business from this customer. Also, 
the extent of the loss. If you feel that by doing this job and 
incurring a small loss, which your finances will permit—you 
will be making a friendly gesture to the man who owns this 
receiver and who has been a customer of yours and who also 
will have some other work in the near future—you are justi
fied in taking this loss. The possibility of securing other busi
ness is, at all times, a factor, because a loss which you incur 
on one job may be made up by extra profit on another job. 
To take a small loss on a job and thus create good will, which 
you feel will result in additional business later on, is good busi
ness practice. However, if you feel that the possibility of 
getting further business from the owner of such a receiver is 
very remote, and you do not need the immediate funds result
ing from this job—the best thing to do is turn the job down.
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In connection with the possibility of securing future business 
from a customer for whom you do a job at a loss, you should 
always remember that you are not in the type of business 
where this customer will come in daily to make purchases or 
will again call on you in a short time after you have taken such 
a loss. Of course, what we say here is not laying down a law. 
You are the owner of the establishment and, consequently, 
must make these decisions for yourself.

Suppose that you have sufficient capital? . . . What now? 
... If you have sufficient capital and you feel that the neigh
borhood wherein you are operating has sufficient families and 
receivers, so that you can eventually build up a successful 
business, you are justified in taking the stand that you are 
not going to make a profit during the period that you are 
establishing your business. . . . Bear in mind that you must 
have ample capital in order to carry on in this manner, and 
that you will have to analyze conditions very soundly in order 
to make such a decision. When we say operating without a 
profit, we are, of course, assuming that you will cover ex
penses, but it is very possible that you will not be covering 
expenses, so that you will have to draw upon your capital to 
make up the difference between your expenses and your 
income.

As far as competition is concerned, you can compete 
upon a losing basis only if you have ample capital. If you do 
not have sufficient capital, you must seek some way of fighting 
competition other than price. If you do not have ample capital, 
you cannot afford to take the loss and meet competition. You 
must meet competition by offering more than your competitor 
in the form of better service—faster service, or some feature 
which your competitor does not offer, and charge a price which 
will return a profit or, at least, will not result in a loss.

We would like to take this opportunity of bringing to your 
attention one very important item in connection with losses 
and profits. It is a very simple matter to take a loss upon any 
one transaction. Perhaps the sum involved is not very great, 
or perhaps it is quite substantial—considering the total invest
ment in the business. At any rate, it is imperative to under
stand that in order to make up that loss, an entirely separate 
and distinct transaction must occur. Furthermore, somewhere 
along the line, a greater than the usual profit should be made,
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if possible, in order to offset the aforementioned loss and still 
not diminish the normal profit upon the subsequent transac
tions. This is equivalent to saying that if a loss occurs on 
one transaction, the profit made upon the subsequent transac
tion may not compensate for the loss on the previous transac
tion. As stated on several occasions, the ideal arrangement is 
to make a profit upon each transaction consummated, but 
where a profit is not possible, the loss must be minimized. If 
a business is conducted on the premise that the profit on one 
job is going to offset the loss on another—the net result is no 
profit on the two transactions. If this happens, a business is 
carried on with the expenditure of a great deal of effort and 
the risking of funds, without any financial improvement or 
progress at the end of a period of activity.

What can you do if your competitor is forcing your hand ? 
Your funds are not any too great and your competitor is 
underselling you and he has ample funds. His prime purpose 
in underselling you is to drive you out of business. Frankly, 
there is very little you can do. Unless you can attract business 
by offering something more than your competitor, so as to 
justify your higher price, or if you cannot get together with 
your competitor to iron out things on a friendly basis, there is 
but one recourse. You must admit defeat and move. You 
cannot jeopardize what little capital you may have left to 
fight the competition. Perhaps we are recognizing something 
which would not be classed as being most ethical business, but 
it is business, nevertheless, and as such must be viewed from 
the most logical angle. Such things happen daily.

So much for losses. Let us now talk about profits and 
the manner in which profits can be established upon service 
time sales and parts sales. What determines profit? There 
are a number of factors which must be taken into considera
tion. What we may say during this discussion may appear to 
you as advocating profiteering. In reality, this is not so. There 
are certain times when the customers1 ability to pay deter
mines the amount of profit which a person may seek. . . . 
Would it not be foolish, if you know that your customer can 
afford to pay, not to seek greater profit than that which is 
possible when you are working for someone who can afford 
to pay only your normal charge? Perhaps this is advocating 
to charge what the traffic will bear. That is correct, providing
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that you use a certain amount of reason. There are people in 
this world of ours who feel they get their money’s worth only 
when they pay a lot. If that which is sold is offered to them 
at a low price, they do not want it. Consequently such people 
should be charged consistent with their personal likes. It is 
possible that your clientele is located in what would be classi
fied as being the expensive part of town and you are called to 
service receivers which would be classified as expensive in 
comparison with the average sold to the American public. If 
so, you are justified in assuming that the type of work you do— 
that is, if you really do good work — justifies a somewhat 
greater charge than when you are working upon a less expen
sive receiver. We take this stand, because you are, in a way, 
increasing the life of a larger investment. We believe that if 
you check into the matter, you will find that the time charged 
for service work on a Rolls Royce automobile is certainly more 
than that upon a Buick or a Chevrolet. What is said here 
applies as well to parts and time. We, of course, assume that 
you are going to make the greatest amount of profit from the 
sale of time.

Let us now speak about the normal amount of profit on 
the sale of parts. Since the maximum amount of profit upon 
parts is definitely limited by the fact that a list price is estab
lished, and you have certain costs and expenses, your ability 
to earn a profit depends upon what you can charge. If you 
can charge the list price, you are making whatever profit is 
possible and permitted by existing circumstances and condi
tions.

As to the sale of time, it is our belief that you are justi
fied in establishing a mark-up of at least 25% over and above 
your cost and “shop expenses.” This, of course, is not the 
limit. . . . You can charge much more, if you know that you 
will deliver the money’s worth. A high caliber service station, 
catering to a type of clientele with more than average income, 
is justified in a mark-up as great as 100%. If such a station 
operates at a cost of $2.00 an hour, it is justified in charging 
its customers $4.00 an hour—that is, if $4.00 worth is deliv
ered and the customers are able to pay. It is, of course, pos
sible that your locality is such that your customers cannot pay 
this price. If such is the case, you will usually find that your 
expenses do not run high enough to establish a cost to you of
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$2.00 an hour. If you are operating in a locality where the 
income of your customers is such that your charge for time is 
limited to $1.75 per hour, it is imperative that you should be 
operating at an expense which will develop a cost to you of 
not more than $1.40 per hour. It is, of course, impossible for 
us to definitely establish what your profit should be. All we 
can do is make recommendations. However, we do feel that 
25% mark-up on total cost, which is the equivalent of 20% 
profit on the selling price, is a reasonably average profit for 
stations selling service time and labor.

There is one other idea which we wish to inject, in con
nection with service charges and profits on the sale of service 
time. There are certain men who have a natural aptitude for 
radio service work. We cannot class them as geniuses, but 
they seem to possess the ability to do better work in a shorter 
time than other men who would still be classified as being good 
workers. If such a man with a flair for radio service work 
is enabled to do an excellent job in an hour, whereas someone 
else, who would be classified as being a good serviceman, would 
require two hours or longer—it is our opinion that this first 
man is justified in charging a sum which is the equivalent of 
that which the second man would have charged for the time 
he expended in doing the same work. We are assuming, in 
making this statement, that the customer would have accepted 
the bill rendered by the second man, who requires two or three 
times as much time as the first man. Such operation means 
added profits for the individual who has attained a greater 
proficiency and who, because he owns better equipment, can 
work more efficiently and accurately.

The statements made above, of course, assume a profit 
upon service time and a profit upon parts. It is possible that 
you are one of the service station operators who aggregates 
his expenses into one lump sum, in which case you must con
sider the possibility of making a profit upon parts and a profit 
upon the service time. At any rate, your basic profit should 
come from the sale of service time. You may feel that 25% 
mark-up is not sufficient. You may feel that your traffic will 
bear 50%, or less, or more. . . . Whichever it is, you must 
decide, but we feel, as stated before, that a minimum of 25% 
mark-up on your cost of service time, including the “shop 
expense,” should be attained.
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We have spoken about a profit upon service time and a 
profit upon sales. Now we are confronted with the problem 
of deciding in which manner the sale of parts to the customer 
should be handled. By that we mean sales in connection with 
service jobs wherein the parts are used as replacement units, 
or when sold to a customer without any service job. As far 
as the latter is concerned, you should try to sell at list. Further 
discussion is not required, because we have already covered 
the subject. When sold as a part of a service job, we have 
the following questions to answer: Should they be charged 
to the customer in connection with service jobs at the original 
cost, that is, the purchase price? . . . Should they be charged 
to the customer in connection with a service call at the basic 
cost price, plus the related overhead expense? ... Or should 
they be charged to the customer at list price, or at some price 
less than list, which covers the cost, the related expense and a 
profit?

No doubt, it is evident to you that a number of different 
ways of handling this matter is possible. For example, one 
service station operator may feel that his earnings from serv
ice time are sufficient so that he does not have to make a profit 
upon parts, particularly in view of the fact that if any profit- 
making were attempted on the parts, it would increase the 
price of the entire job to the point where the customer might 
not view it favorably. In a way, this is a combination of gen
erosity and common sense. However, it is applicable, as a 
rule, only in such cases where the basic charge for service time 
is quite appreciable and the cost of the parts used is also ap
preciable. If the full mark-up were applied to such parts, it 
would of necessity increase the total charge quite materially. 
Common sense then dictates to take one profit if it is suffi
cient. If a mark-up sufficient to cover related expenses is 
possible get it by all means.

Then, again, a similar situation may exist, but for a dif
ferent reason. ... It is conceivable that the sale of the service 
time involves a substantial figure, but the price of the parts 
used is quite low, so that the possible loss, which is entailed 
by including these parts at cost, is absorbed by the profit on 
the sale of the service time. With this viewpoint we cannot 
wholly agree. . . . Altruism and sentiment have their place, 
but without advocating profiteering, we still feel that since the
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cost of the parts and the charge to the customer for the parts 
is so low with respect to the labor charge, the operator might 
just as well add at least enough to the parts item to cover his 
expense relating thereto and thereby eliminate a loss on the 
parts transaction. Never operate at a loss or give up a profit 
—if you can help it. In a way, it might also depend upon the 
figure quoted in the original estimate. ... It is possible that 
the original estimate was quite high—higher than the final 
figure arrived at after the job was finished and costs figured. 
In this case it would be proper business procedure to charge 
the figure quoted in the estimate.... In our opinion, this is not 
taking advantage of the customer—it is making up for some 
other loss. It is essential for the man who runs his business 
to minimize any departmental loss—this may be accomplished 
by earning a profit on parts whenever it is good business to 
do so.

Quite a number of service station operators have estab
lished a policy that all parts used in connection with service 
work bear the full mark-up. ... In other words, parts used 
are charged to the customer at list. We, of course, realize that 
there are times when it is necessary to deviate from this estab
lished principle of operation, particularly so when the list 
price of the part is quite high. . . . Sometimes it may amount 
to several times the proper charge for labor. Under such 
conditions, it is very likely that an attempt to charge the full 
list price for the part will result in the loss of the job. Where 
the basic cost of the unit is fairly high, the dollar value of the 
mark-up is substantial and if a profit is being earned on the 
labor sold, it is possible to sacrifice a portion of the profit on 
the sale of the part used and to charge it to the customer at 
some figure below that which represents full mark-up upon 
cost. An alternative, although not in accordance with our 
ideas, is to realize the maximum profit upon the part sale and 
absorb the service time, or make no profit upon the service 
time. It is six of one and half a dozen of the other. Be that 
as it may, we feel that if the mental attitude of maximum 
profit upon service time is cultivated, it will prove best in the 
long run.

[

As is evident from what has been said in this chapter, 
sense must be exercised in determining the full chargecommon

to the customer for the sale of time and parts. We want to
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stress that these references are not made with the idea of 
establishing merchandising tactics. We feel that proper con
sideration of the relation between profits on parts sales and 
service time sales is influential upon the total profit earned 
and is a factor in determining the value of any program, which 
relates to the proper administration of the business.



Chapter VI.
PROPER BUSINESS MANAGEMENT

In speaking about the proper management of a business, 
it is necessary to consider the scope of the enterprise. By 
scope, we mean the size of the business—the amount of money 
which is handled—the program adopted for the development 
of sales—the manner in which the funds of the concern are 
spent, etc. The larger the concern, the greater is the number 
of items which must be considered in formulating the plan 
of administration. In our case, we are concerned with estab
lishments with incomes of from $1,000.00 to about $5,000.00 
per year. Consequently, a number of the details, which would 
normally exist in larger organizations, can be omitted and it 
is possible for us to discuss things on a certain level. Essential 
acts of proper business administration determine the sales 
market, sales promotion, sales quota, buying, merchandising, 
inventory and expense. This applies as readily to the man 
who is just starting in business as to the man who has been 
in business for several years.

Sales Possibilities. The topic of sales possibilities is one 
of wide scope with a large number of ramifications. A man 
starts in business, or is in busines because he feels that he can 
supply the needs of the people located within his trading area, 
and because he feels that such a business will earn his liveli
hood. The actual territory within the afore-mentioned trad
ing area is naturally dependent upon how extensively the man 
will operate. . . . Whether or not sales possibilities of the 
proper magnitude exist, depends upon two factors: The nature 
of the product being sold and the number of people located in 
this trading area who are interested in or will buy this product.

The number of people available to whom such service 
can be sold depends upon the locality of the shop. Many serv
ice stations are poorly located—many others advantageously 
located. There are numerous factors which contribute to the 
value of a location. One of these, which requires extensive 
consideration, is the proximity of competing establishments. 
Another is discussed in this chapter under the heading, “Rent.”

i
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The presence of a competing establishment does not in itself 
mean that the location of our shop is poor—but if an analysis 
shows that the number of available prospective customers, 
when apportioned among the existing shops, is insufficient to 
return the proper income required for the successful operation 
of our man’s business, then the location selected is a poor one 
for the newcomer. To risk an investment on the ground that 
an effort will be made to take business away from already 
existing competitors must be supported by outstanding abil
ity, efficiency and ample capital.

There are people who say that a business should expect 
to lose money at the start and gradually build up its clientele. 
To a certain extent that statement is correct—but the ability 
to stand such losses, before the point of profitable operation 
is reached, depends upon the resources. As a rule, the man 
who starts a service business does so with limited capital. If 
the distribution of prospective customers is such that too wide 
an area must be covered in order to secure sufficient business, 
and if competition is present, the likelihood of building up a 
profitable business with the limited capital is very little. The 
larger the area covered, the greater is the expense.

There are certain localities where the need for a radio 
service business exists—but the number of prospective cus
tomers is so few that it prohibits the starting of a full-time 
business. Under such circumstances, it is essential to recog
nize the existence of the limiting factor and to start a service 
business of such proportion as will not require an expense 
greater than that consistent with sales possibilities.

You may wonder why we take this negative viewpoint 
in connection with the location of the service shop with respect 
to its sales possibilities. The man who can locate his store 
where a service business is required—where competition is 
lacking—where there is a sufficient number of prospective 
customers, has no worries. If he conducts his business prop
erly, his investment is not only safe, but he will prosper. On 
the other hand, the man who, because of one reason or another, 
selects a site which is not so very favorable—is starting with 
a handicap which can only be overcome by superior ability, 
greater effort and ample capital. ... It, therefore, behooves 
the man to be on guard against selecting an adverse location. 
As to sales possibilities, the shrewd man, or at least the indi-

i
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vidual who is planning on a sound basis, will attempt to ascer
tain the number of families located in his trading area.

Having established the number of families, he can ap
proximate the number of receivers which are located in that 
trading area. Innumerable sources are available whereby it 
is possible to learn the population of communities and the 
number of receivers in that community with respect to a cer
tain number of persons. For example, the estimated percent
age of families having radio receivers in New York City, is 
quoted as being approximately 98% as of January, 1935. On 
the basis of four persons to a family, a population of 10,000 
people within a certain trading area will mean about 2500 
families. On the basis of 98% coverage, this will mean that 
approximately 2460 receivers are located in that community. 
If the sales, during the last year, totaled about 20% of all the 
receivers sold, approximately 80% of this number of receivers 
are at least a year old. This means that about 2,000 receivers 
represent prospective service jobs. This, of course, does not 
mean that each of these 2,000 receivers will come into the 
shop for service, but it does mean that there are 2,000 receivers 
to draw upon.

To say that there are 2,000 receivers as prospective serv
ice jobs assumes the non-existence of competition. If compe
tition exists in the form of one or more stores, it is necessary 
to allot a number of these receivers to each of the other serv
ice stations in the community. For example, if there are four 
stores in all, including our own, the safest method of approxi
mation is to divide these 2,000 receivers among the four stores, 
thereby allotting 500 to each establishment. We, of course, 
realize that such division of receivers among the service sta
tions is theorizing and represents 100% coverage. To obtain 
100% coverage is a difficult matter and the shrewd man will 
seldom, if ever, credit himself with such sales ability that he 
can secure more than 80% of a market. 80% coverage in the 
face of competition is excellent sales ability. When starting 
in business, it is difficult to approximate just how much cov
erage will be secured, but since a basis is necessary, we feel 
that perhaps 50% coverage would allow a safe margin. It is, 
of course, possible that as a result of conscientious sales effort 
and good service, so that a reputation is established, a new
comer can rapidly build up his business to a point where he
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is securing more than 50, 60 or even 70% of a market, but 
when approximating sales possibilities, it is better to be con
servative than over-optimistic.

It is possible that such an analysis may show that the 
number of receivers available and representative of the mar
ket is not sufficient to justify the establishment in that loca
tion. Yet the man may feel confident in the face of such 
analysis. If this is true, and the man is willing to gamble, he 
can start his business or he can continue operations, if the 
establishment has already been started. As stated earlier, 
it is possible that such an analysis will prove of value to the 
man who has been operating in a territory, because his rec
ords may show that he is securing a normal coverage of the 
market—yet the income is not sufficiently great to enable 
profitable operation.

Sales Quota. After having analyzed the sales possibili
ties of the market, it is necessary to consider the minimum 
sales requirements of the establishment. This is normally 
expressed as a sales quota and indicates the amount of busi
ness which must be done by the organization during a definite 
period in order to cover the expenses incurred during that 
period. The period may be figured on a basis of six months or 
a year, the latter being most common. By minimum sales 
requirements, we mean something of the following order: If 
it is found that the expenses amount to, say, $1500.00 a year, 
it is necessary that at least $1500.00 income be secured, exclu
sive of the sale of parts. If, on the other hand, the man, who 
is running the business, establishes his sales quota on the 
basis of past performance, and knows that over a period of a 
year the expenses amount to $1500.00, and in connection with 
buying and selling another $500.00 is spent for parts, making 
a total expenditure of $2000.00, he knows that the sales quota 
for that year, including parts and time, is $2000.00, assuming, 
of course, that all of these parts are sold.

i
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ISales Promotion. Proper administration requires that 
the man, who is running the business, have a fair knowledge 
of what he is going to spend for sales promotion. In this con
nection, there seems to be a similarity in the amount of money 
normally appropriated for such expenditures in businesses of 
similar nature. By similar nature, we mean organizations
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which sell maintenance. As a general rule, sales promotion 
expense is figured as so much percent of the anticipated sales.

Investigation has shown that the average service station 
normally spends between 1 and 2% of its annual sales for 
sales promotion. Such sale promotion efforts include adver
tising, circulars, posters, display, direct mail efforts, tele
phone, etc.

You must, of course, understand that the figures we quote 
here are purely for reference and illustrate average expendi
tures. Naturally, the expense for sales promotion is greater 
when a business is first started and the effort is made to secure 
the clientele and to establish the business. It is possible that 
during the first year, the sales promotion expenses may ap
proximate as high as from 5 to 10% of the annual sales. 
Thus, if a business is first started and it is expected that 
$2000.00 sales will be made during the first year, it is 
perfectly possible that the man who is running this business 
may spend from $100.00 to $200.00 in sales promotion. Once 
the business has been established, it is possible to cut down 
the sales promotion effort during the subsequent years.

Now, it is possible that you have been spending from 1 
to 2% of your total sales for sales promotion and you find that 
the amount of business you are doing is not sufficient. It is 
perfectly conceivable that the amount you are spending for 
sales promotion, while equal to what normally is average, is 
not sufficient. In other words, your location and the type of 
people you cater to, may require greater sales effort, so that 
you must spend more than the average amount. On the other 
hand, it is conceivable that you have been spending too much 
for sales promotion, so that the actual determination of what 
is the correct figure is really a combination of analysis of sales, 
expense and experiment. That is why we have at different 
times referred to the fact that breakdown of income and ex
pense, as it relates to parts and service sales, is a good form 
of operation, because it enables the analysis of returns accru
ing from any one sales promotion effort.

Speaking about sales promotion, you will find that the 
greater the annual dollar volume, the smaller the percentage 
of the total sales devoted to sales promotion. This is quite 
natural in that one-half of 1% spent for sales promotion for 
a concern doing a very large volume of business, amounts to
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a very substantial sum. We have surveyed the servicing in
dustry and we find that, as a general rule, part-time shops as 
well as full-time shops spend between 1 and 2%.

Rent. When we speak of rent, we must, of necessity, 
speak about location. We have already made some reference 
to the matter of location in connection with sales possibilities. 
This time we are going to consider the matter of rent from two 
other angles. One is the amount of money spent for rent, 
with respect to the total sales, and the second is the influence 
locations have upon sales.

A service organization should, of course, be located in 
the most advantageous spot with respect to the possibilities 
of securing business and attracting trade from among the 
people who daily pass the establishment. This reference is, 
of course, subject to the limitation that it pertains, primarily, 
to the man who has a shop. The man who is operating from 
his home has no choice of location. As a general rule, such 
houses would be classified as being in the residential section. 
Consequently, the amount of business secured from transients 
who pass the location is very little, if any. Speaking about 
stores, it is necessary to consider also that the greater the 
number of people passing a certain spot, the greater is the 
valuation of this location—hence the greater would be the 
rent. It is, therefore, necessary to find the best compromise 
between trade and rent. An analysis of businesses selling 
maintenance throughout the United States, shows that the 
amount of money appropriated for rent or allotted to rent, 
seldom, if ever, runs above 5% of the total volume of sales 
during a year. In other words, if $5,000.00 worth of business 
is done during a year, the rent should not exceed $250.00 per 
year. We have found instances where the rent was as low 
as 4%, and then again cases where the rent was in excess of 
5%, and at times as high as 10%. In view of the fact that 
rent is a part of overhead expense, it is necessary to give seri
ous thought to the subject. An analysis of companies, which 
have been operating at a loss, has in very many cases brought 
to light the fact that the rent they were paying was too high 
for the amount of business which was done and which could 
be done. As a matter of fact, if you could examine the books 
of a large number of companies in many fields, who in the 
past years have gone into bankruptcy—you would find that a
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larger percentage ceased operations primarily because of high 
overhead, of which rent was a substantial portion. Then 
again, a large number went into bankruptcy for the sole pur
pose of breaking leases, so that they could either move to 
another quarter where rent was cheaper, or force their land
lords to reduce their rent.

We, of course, appreciate that the better the location, the 
better the business, but somehow or other, a service estab
lishment does not, as a rule, depend upon transient trade and, 
consequently, does not justify a high expenditure for rent in 
order to secure a location on the main artery of the town. 
Of course, it is most advantageous to be located as close as 
possible to a main artery, but if the difference in rent for a 
space on a side street near a main artery and the space on 
a main artery is appreciable, we believe that a service shop 
located on the side street will fare equally as well in the long 
run. Naturally, if the service station is also selling receivers 
—and receivers which are on display and if the sale of re
ceivers represents an appreciable portion of the total income, 
then it is necessary to secure the best location—even if the 
rent is appreciably higher. . . . But even in this case, it is 
necessary to weigh in the balance the ability to carry on 
profitable operations with a high rental.

Referring once more to the man who is operating from 
his home, he, too, has a rental problem, in that in establishing 
his expenses, he must include a certain amount as being the 
rental of the room or the basement which he is occupying. 
Altogether too many men, who operate from their homes, 
ignore the fact that the space they occupy is worth a certain 
amount of money. Perhaps the rent for the room occupied 
is a small portion of the total rental of the building—but no 
matter what it is, it should still be included in the expenses.

Open Accounts. A large number of service stations, op
erating from the home or maintaining a shop, do service work 
for dealers. As a general rule, much of this work is done on 
open account—that is, credit is extended to the dealer and 
collections are made weekly or monthly. The advisability of 
extending credit is determined by several factors. One of these 
is the resources of the service station. The second is the 
credit standing of the dealer, who is buying service on open 
account. We know that the amount of money outstanding on
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such open accounts is not very great, but since the capital of 
the average service station is likewise small, and since opera
tions must be maintained, we deem it important to mention 
that the distribution of risk is something which the service 
station operator must recognize. Based upon a normal 
volume of business, which is done in such manner, and where 
a service station does work for 8 or 10 dealers, we feel that 
no one dealer should have an open account for more than 15% 
of the total accounts outstanding.

Collection of Accounts. One of the problems of service 
stations has been the collection of small accounts. When we 
say that such an item is a problem, we do not necessarily mean 
that a large amount of money is involved. The problem is the 
collection of such items as $2.00, $3.00 or $4.00. It does not 
pay to engage an attorney, because the expense is too great 
and collection agencies charge too much when collecting such 
small amounts. Proper administration of a business will at 
least attempt to ascertain where in the town in which the 
service station is located, is what is known as a small claims 
court—such as is existent in New York City where the cred
itor, without recourse to a lawyer, can present his case before 
a judge. He proves the authenticity of the claim and the 
judge, or person presiding in the court, renders a decision 
which is final. In some towns, the municipality employs what 
is known as a public defender for the purpose of handling 
small claims. Which of these plans are in operation in your 
town, we do not know, but if you are going to run your busi
ness properly, you are going to make it your concern to find 
out what practical method exists for the collection of such 
sums.

Equipment. The amount of money you should spend for 
equipment during any one year is related to the volume of 
business you intend doing, or are doing. It is illogical to sup
pose that a man is going to maintain $1,000.00 worth of appa
ratus in order to do $1,000.00 worth of business, because the 
depreciation on this equipment, which is a portion of the fixed 
expense, must come out of the income in order to establish a 
fund for the replacement of such equipment. Investigation 
discloses that the amount of money set aside to compensate 
for depreciation, and which reflects the investment in equip-
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ment, is usually between 4 and 5% of the total sales. In other 
words, a concern doing $2,000.00 volume per year would have 
a depreciation item of from $80.00 to $100.00 per year. A 
concern doing $5,000.00 volume could purchase sufficient 
equipment, so that based upon three years' life, the deprecia
tion would approximate from $200.00 to $250.00 annually. 
A definite basis should be established, so that you will not run 
away with yourself in the buying of apparatus. We, of course, 
appreciate that the acquisition of equipment of the most mod
ern type will speed up operations and enable you to render 
better service, but if your income is definitely limited and you 
still desire to purchase equipment, you must make some ar
rangement whereby the equipment you have on hand is dis
posed of and that the acquisition of the new equipment does 
not increase the size of the fund required for replacement to 
an appreciable extent.

If you analyze the expenditures of a service concern, you 
can very readily appreciate that each expenditure bears a 
certain relation to the total income. You must spend enough 
money so that proper sales can be carried on and proper opera
tions can be carried on. But if you spend too much money 
for any one item, it cuts down the available funds for other 
items. If you spend too much money—you will find that your 
expenditures total more than your income and you are deplet
ing rather than increasing your capital. . . . Each and every 
man should operate his business in such manner that a certain 
amount of cash is left as a result of annual operations after 
all costs and expenses are deducted. If at the end of the year 
you wish to reinvest a portion of this surplus cash in addi
tional equipment, because you feel that the possession of such 
equipment will enable greater sales and proficiency during the 
coming year—go ahead and buy the equipment. ... If you feel 
that the time has come for the replacement of your apparatus 
—don't delay—buy what you need. ... Do not wait until the 
very last minute and find yourself embarrassed because your 
equipment fails just when you need it most.

Free and Paid Inspection. Perhaps this subject does not 
belong in this chapter. Perhaps it should have been tied in 
with sales promotion of service time, but we feel that it de
serves special mention, because it has been the basis of a great 
deal of discussion. Basically, free inspection or nominal-priced
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inspection is a form of sales promotion. Which of these 
methods is to be employed by you is entirely up to you. We 
are not attempting to recommend one form or the other. Free 
inspection will attract more requests for calls than nominal 
priced inspection. However, if the expense relating to such 
free calls is not given due consideration, it cannot help but dig 
into the profits.

Assuming that the man, who runs a service station, will 
recognize the expense of such inspection calls, it is necessary 
for him to weigh in the balance the following considerations: 
If free inspection is classified as a sales promotion item, and 
if the expense relating thereto is recognized and included as 
one of the items of expense, it will of necessity increase the 
basic cost of service time available for sale. This means that 
that charge to the customer will have to be greater and the 
increased sales resistance—because of this increased charge— 
will tend to cut down the amount of actual jobs secured, but 
because of the “free” offer, it will attract more leads.

Then again, we have the situation where the inspection 
charge is nominal and the charge is refunded to the customer 
in the event that the job is secured. If the service station 
operator takes into consideration, when establishing the final 
charges to the customer, that a certain expense is incurred in 
making the initial call, the customer is in reality paying for 
the call. If, however, the estimate given the customer docs 
not include the expense of the original call—bearing in mind 
that the nominal charge is refunded, then the profit on the job, 
if there is a profit, is less by the amount of expense incurred 
in making that call.

If a nominal inspection charge is made and this charge 
is retained by the service station operator, it is possible to 
establish a lower charge to the customer for the service time 
sold. This is so because what would normally have been the 
expense incurred in making that call is not added to the sales 
promotion expense.

If the operation of the service organization is such that 
the inspection charges are high enough to be profitable, and 
the money is retained by the organization—the transaction 
becomes just another profitable item and the inspection opera
tion is not classified as sales promotion.
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Since it has become common practice among service sta
tion operators to refund the nominal inspection charge if the 
job is secured, we believe that as far as proper management is 
concerned, both the free inspection and the nominal priced 
inspection, of the type mentioned, mean one and the same 
thing. In both cases, it is necessary for the service station 
operator to consider the expense involved and to bear this 
fact in mind when establishing the basic cost of service time 
sold and the final service charge to the customer. The cus
tomer should pay. If you analyze the operations of other 
businesses, you will find that the customer pays. Such is our 
reasoning. You may or may not agree. That is entirely up 
to you.

j

Records. We mentioned, in the early part of this plan 
of operation, that a man, who is business-minded, recognizes 
the value of records and utilizes these records to the fullest 
advantage. Having read this much of the plan of operation, 
you should be familiar with the essential facts pertaining to 
the proper management of your business. It is now time to 
discuss the records you should keep in order to enable proper 
guidance of your business.

.



PART II—by JOHN VAN NEWENHIZEN

FOREWORD

The practice of reading the last chapter of a new book 
first of all is not uncommon. If the ending looks promising the 
reader turns to the first chapter and peruses the entire book 
in its logical order.

It may be profitable to first refer to the last chapter in 
this text, because it illustrates the results obtainable if the 
forms provided are used in conformity with the text. The 
operator having prior experience and knowledge may find that 
study of the illustrated forms, with reference to the text for 
further illumination on points not entirely clear, will obviate 
the necessity of reading the entire book.

This text has been written with the hope of coinciding 
with the reader’s point of view regarding the keeping of rec
ords.

In the preparation of this book we reasoned that a com
plete system of scientific record-keeping and cost-finding is 
not suitable to the needs of service engineers, because such 
record-keeping and cost-finding is a complicated business and 
as a pre-requisite demands a thorough understanding of the 
theory of “debit and credit” or “double entry” bookkeeping.

Since the training of many bookkeepers frequently fails 
to impart to them more than a hazy idea of the basic theory of 
modern bookkeeping, the thought of instilling a thorough 
knowledge of it with a few pages of descriptive material and 
some printed forms would be as absurd as the notion that the 
reading of a volume of service notes and the study of some 
wiring diagrams enables one to become a service engineer.

This text has been written with the aim of providing suffi
cient record-keeping information to enable the service engi
neer to calculate his cost of service with a reasonable degree 
of accuracy and thereby to assure him against loss due to lack 
of knowledge of his real cost of doing business; to reduce his 
credit losses through a proper follow up of his claims against 
others for services rendered or goods sold; to construct a 
fairly accurate balance sheet whenever he wishes to have a
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comprehensive view of his business; and to enable him to dis
cover for himself whether his activity summarized in the sales 
he makes of services and goods results to his ultimate advan
tage or disadvantage as revealed by his operating statement.

Failure to “check and double check” will not plague, nor 
will inability to “balance the accounts” disturb the nightly 
slumber of the service operator who adopts the suggestions 
and forms presented herewith.

The internal tie-up of the theory of “record-keeping” 
has been sacrificed to make the suggestions practical and the 
forms workable. Not because the accepted theory is not 
sound, but because it involves knowledge not at the disposal 
of the majority of service engineers and creates complications 
with which they could not cope and would not cope.

As it is now constituted this book will serve as a 
“primer” in the practice of business control by the service 
operator.

If further refined to meet perfectly tenable objections of 
the theorist, it might conceivably fail to meet with the accept
ance of those to whom it offers assistance.

Grateful acknowledgment is made of the assistance ren
dered by hundreds of service operators over the entire country 
who responded generously to requests for information con
cerning their individual establishments.

It is sincerely hoped that the forms and text will be of 
assistance to the radio service industry.

J. Van Newenhizen.

\Camden, New Jersey 
March, 1936.



Chapter I.
ADVANTAGES OF KEEPING RECORDS

It is quite possible that heretofore you have been solicited 
by someone in connection with the sale of a bookkeeping sys
tem, or the sale of instructions, to enable you to set up and 
maintain your own system of record-keeping. Anyone who 
has thus offered something for sale undoubtedly had a per
sonal, monetary interest in the transaction into which he 
attempted to persuade you to enter. At the same time, such 
people have wanted to render you a service of which you were 
in need. We now attempt to render you that service and 
perhaps the idea of keeping records may seem more acceptable 
to you than on prior occasions, because we are not financially 
interested in recommending to you any administrative system.

Possibly the same objection is in your mind which you 
also had previously, namely, that record-keeping or bookkeep
ing is just an additional expense. Why should anyone advo
cate or urge it when the time and the money spent in keeping 
records is time and money spent without hope of a profitable 
return on the expenditure? You may well ask yourself the 
question. “How can I make money by keeping records of my 
business?”

It is true that no one has ever made any money out of 
keeping records except those who have taken up and are 
practicing bookkeeping and accounting as a profession. On 
the other hand, almost anybody will subscribe to the truth of 
the saying that “a penny saved is a penny earned.” It is there
fore also true that if the keeping of records results in increas
ing the income by controlling the money spent to earn the 
income, or in decreasing losses heretofore unknown, money 
will be made thru the keeping of records.

Administration, if done properly and if the aim to be 
accomplished by it is a proper one and clearly defined in the 
mind of the person who keeps the records or causes them to 
be kept, is an expenditure of time and money which pays hand
some dividends.

The aim of the record-keeping which we recommend to 
the service engineer is that of determining his cost of service,
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of determining the prices he must charge in order to exist, and 
to know whether the business is making money or losing it.

Properly kept records are an advantage because they pro
vide the answer to such questions as:

How much money have I taken in and how much have 
I paid out?

When did I take in that money and what did I spend
it for?

Am I paying more rent than the business warrants? 
Can I afford to buy that new oscillograph now, in 

two months, or ever ?
Can I afford to spend as much as I do on sales pro

motion, free service calls, advertising?
Can my business stand the cost of the service car or 

shall I get the trucker to haul my sets to and from the 
shop?

How much business did I do last year compared to 
this year; January of last year compared to January of 
this year; any month of last year compared to any month 
of this year; what seems to be my slack period; which is 
my busiest?

I need more money personally; can I pay myself 
more; if so, how much more, or should I take less?

Can I afford a helper to do the simple work?
In case of necessity, what is the lowest service charge 

I can afford to make before turning down a job for a 
customer to whom charges are always “too high” ?

What is the actual cost of one hour’s service; what 
expenses go into the making of that cost; how do I calcu
late that cost and know it is correct?
Business records are a real necessity in some circum

stances. Suppose your business expands and you need some 
ready cash quickly. If you can give your banker a proper 
statement of your business, he will probably lend to you at 
6% per year. But you need proper records from which to 
prepare a proper statement if you hope to persuade your 
banker to oblige you. The banker may be willing to assume 
the risk for a return of 6% per year or %% per month, be
cause your business records, if properly kept, enable him to 
define the exact extent of the risk he takes.
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If, on the other hand, you do not have business records, 
you will have nothing but your personal, unsupported state
ment of the condition of your business. While the banker 
would have no reason to question your veracity and might be 
willing to accommodate you, he cannot do so either in fairness 
to his depositors and stockholders, nor to the satisfaction of 
the state or Federal bank examiners.

Should you need that money badly enough at the time, 
you would have to go to a concern that lends money at from 
2^%'to 31/2% instead of %% per month. They would lend 
you the money at those exorbitant rates if you signed over to 
them both your business and your earning power. And the 
reason such concerns are permitted by the authorities to do 
business at those rates and on those terms, is because such 
concerns lend money where the risk is not defined. The risk 
they take in lending money to the proprietor of a radio service 
shop who does not have proper records of his business is 
decidedly undefined.

Municipal, state and federal expenditures require more 
money at the present than ever before. Since these forms 
of government have no other income than that derived from 
taxation, we have witnessed and are witnessing new and 
additional taxes. Few states at present do not have a sales 
tax. More and more states are levying income taxes and taxes 
on proprietorships, partnerships and corporations. It has 
come to the point where it is difficult to invent new methods 
of or discover new sources for taxation. The inevitable result 
will be, and signs are pointing that way, that these various 
branches of government will increase collection efforts in order 
to realize all that can be raised under taxes now in force. In 
other words, the municipal, state and federal tax collectors 
are beginning to crack down more and more.

The man in business who does not keep some appropriate 
records of his business transactions, his gains or his losses, is 
at the mercy of these tax collectors who by reason of the 
nature of their occupation look with distrust upon failure to 
keep records and class this among methods of tax evasion.

Unquestionably, a man in business, be it radio service 
or any other form of commercial endeavor, owes it to himself 
to keep records in connection with his business. He owes that 
to himself for his own protection and to lay the practical
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foundation for business success. Unless he knows at a glance 
what he has done, in the way of business, how he has done it 
and when he did it, he is emphatically not in a position to plan 
his future. He has no guarantee that all his thought, his 
labor and his hopes are not being wasted in the promotion of 
a failing enterprise.

If, at this point, we have succeeded in making clear why 
there is an advantage in keeping records and a disadvantage 
in being without them; if so far you generally agree with us, 
we shall be guilty of omission if we do not also indicate a very 
necessary principle which must be observed.

It is possible, although not probable, that in reading this 
you are so thoroughly convinced of the need of records, that 
your newly acquired enthusiasm may lead you to over-indul
gence. Just as it is possible to eat too much or to drink too 
much or to exercise too much, so is it possible to do too much 
record-keeping. If that happens, record-keeping will be an 
unnecessary expense and a waste of time. As in all other 
activities we must consider the principle of balance or pro
portion. If one adopts a balanced diet, one will eat neither 
too much nor too little.

Thus, in the keeping of records it ought to be clearly 
understood that record-keeping is only a means to an end, 
and that the records should not exceed the modicum required 
to show the result of business activity. It ought to be under
stood that the detail into which record-keeping goes ought to 
be commensurate with the size and the nature of the business 
and that the whole scheme of record-keeping should be de
signed with the idea of practicability in keeping with the 
average administrative ability. Business should always be the 
main consideration and the records should be designed to fit 
the business, and not the business carried on to fit the book
keeping system.

A man who does a gross business not exceeding $5000 or 
$6000 a year in the radio servicing industry does not need the 
bookkeeping system which is necessary for a man doing 
$30,000 to $35,000. As a matter of fact, a man doing a busi
ness of $5000 to $6000 a year can get along nicely and fairly 
satisfactorily with a simple, non-theoretical set-up that will 
require little office time and bookkeeping knowledge to be

I
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properly maintained, while the man who does $30,000 a year 
in all probability is in a position where he can and must hire 
a bookkeeper to produce records of any degree of reliability.

The main objection of the average radio service shop 
proprietor as well as the proprietor of a grocery store, drug 
store, cleaning and dyeing establishment and other small busi
ness has always been a mental picture of fright at the compli
cations of bookkeeping. All his time is required to run the 
business. It is, so to speak, a “personally” conducted business 
and he has neither the training, the leisure nor the desire to 
become lost in the complexity of double entry bookkeeping. 
Therefore, he has not kept records.

It is the intention of this booklet to outline the method 
of keeping records for a small business and to set up forms 
which the small shop owner can keep with a little study and 
no confusion caused by complexity. However, the shop owner 
who wishes to have a more elaborate scheme than the one we 
produce can probably indulge himself at little additional cost, 
because in most communities it is always possible to find 
bookkeepers who for a nominal fee will do the bookkeeping 
for the average establishment in their spare time, providing 
the proprietor of the business is careful to save and file all his 
business papers for the part time bookkeeper to refer to.

So much then for the discussion of the why and wherefore 
of record-keeping. Let us now take up the items concerned in 
the operation of the radio service shop and the manner in 
which they can be recorded to the best advantage.
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Chapter II.
THE BALANCE SHEET

_

The Assets
The only reasonable purpose of keeping records in any 

business is that of providing the owner or other interested 
parties with statements correctly showing the values which 
are combined to make up the business, and what happens to 
these values in the operation of the business.

As a result, two major forms of statement have become 
universally acknowledged as providing those interested with:

(1) The status of the business at a given moment.

(2) The result of the internal transactions in the business 
over a given period of time.

The first named picture of the business is that repre
sented by the Balance Sheet or the Statement of Assets, Lia
bilities and Net Worth at a certain date.

The second portrays the net result of transactions during 
a given period and is called the Operating Statement, or the 
Statement of Profit or Loss.

Of course many other statements concerning a business 
can be prepared and are continually being prepared, their 
nature depending on the character of the business and the 
desire for information of the proprietor or the executives. 
Generally such statements are the result of a desire to further 
analyze the various phases of operations and they usually 
appear in increasing number and variety as the complications 
in a business become greater.

A small business, however, neither has need of nor can it 
afford such statements, usually described as statistical infor
mation. The radio service organization, with whose activities 
this booklet deals, partakes of the simpler nature even when 
such an organization buys and sells a few radio sets in addi
tion to performing its service tasks.

!

.
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Because we wish to approach the problem of records in 
the least profound manner, we will not take any of our space, 
or the reader's time, in describing any records which, in our 
opinion, are not essential to the practical control of the aver
age service business.

Therefore, we will consider the two statements, the Bal
ance Sheet and the Profit or Loss Statement as the two basic 
statements most appropriate to the type and size of business 
most generally encountered in the radio servicing industry.

The Balance Sheet represents the “status quo” of the busi
ness as at the date on which it is written up. A Balance Sheet 
might be considered as a still picture, a snapshot of the busi
ness. It should always bear the date as of which it was writ
ten up. Without the date it has no value, because as soon as 
one transaction takes place subsequent to the date of the 
“writing up,” that one transaction changes the items on the 
balance sheet. It may not change them all, but it will change 
at least two of them. A ticket for a world series baseball 
game is good only for the day the game is to be played at the 
ball park indicated. The day after the game that pasteboard 
will have no value when it comes to gaining admission to the 
ball park.

A Balance Sheet is likewise. One taken off on February 
28th, is good only as of that date and does not show the condi
tion of the business as it is on March 31st—if the business is 
a going concern.

While the Balance Sheet is extremely important, its lim
ited value is pointed out in the preceding paragraph. It is the 
only means a proprietor has of getting a good look at his busi
ness “standing.” He might deceive himself greatly by looking 
at a correct Balance Sheet three months old and concluding 
that he is still sitting pretty. Unless the Balance Sheet is 
brought up to date whenever needed, or taken off afresh, it 
has no current significance.

This does not mean however that any Balance Sheet a 
month or more old is valueless and might as well be thrown 
away. By all means save them all carefully and file them 
safely once you get started taking them off, for like many an-

5
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other thing, the value of your balance sheet is enhanced with 
age. It is the value for comparative purposes.

We mention the value of the balance sheet for “compara
tive purposes.,,

Any records of the business, if properly prepared, have 
the instant value of showing the owner how he is doing cur
rently in the matter of dollars and cents. But beyond that 
these records if preserved and laid side by side or “compared,” 
provide the owner with the yardstick of performance. They 
will tell him whether he is advancing consistently or spas
modically and thereby serve to confirm him in the way he is 
handling his business or warn him to mend his ways, if he 
expects to make a success. They tell him: “At a certain time 
you were doing pretty well, then from that time on to that 
date you certainly were slipping; then you seem to have started 
to pull yourself together and at the moment you seem to be 
holding your own.” The wise shopowner will try to discover 
the reason for these differing degrees of temporary success or 
failure and learn how to avoid the deeper of the pitfalls hence
forth. There is no better formula for success in any line than 
the application of the owner's best thought, attention and skill 
to his business combined with a true knowledge of the condi
tion of his business at any given time and of the meaning of the 
changes taking place therein as time goes by. Proper records 
of past as well as present conditions are the best possible 
sources of correct information and guidance. Hence the sug
gestion that you decide to save your records once you start 
making them up.

The Balance Sheet is so named because of the character 
of its make up. We all have seen the old fashioned scales or 
balances which once were in use by every grocer, butcher and 
baker. The weights were put in one of the scales, the bag 
of sugar, the leg of lamb or the cookies in the other side. When 
the scales balanced perfectly we assumed we received the cor
rect weight of whatever goods we were buying.

The Balance Sheet is exactly the same kind of device 
except that one side of the scales holds the “assets,” the other 
side holds the “liabilities” and with them the “capital” of the 
business. The scales should balance. It is true that for these
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“assets,” “liabilities” and “capital” we substitute their money 
values, because the scales we use are drawn on paper, thus:

LIABILITIES
$250.00

ASSETS
$1,000.00 CAPITAL

$750.00

H *

And since we are not using weights but money values as 
measures, it follows that the value of the “assets” must equal 
the value of the “liabilities” plus the “capital.” In the scale 
we have pictured that as so; the “assets” are $1,000.00 and 
“liabilities plus capital” are also $1,000.00.

It is, however, not customary to draw a picture whenever 
a balance sheet is desired. Furthermore, the picture drawn 
does nothing more than illustrate the fact of the balance which 
must exist in the condition of a business.

Let us write the picture instead of drawing it and present 
it in the conventional manner thus:

BALANCE SHEET
Expert Radio Service Co. 
Tom Jones, Proprietor 

As at December 31, 1935
)

Assets Liabilities and Capital

Cash
Shop Equipment 
Service Car 

Total Assets $1,000.00

Owing for Shop Equip
ment 

Capital
Total Liabilties and 
Capital

$500.00
300.00
200.00

$250.00
750.00

$1,000.00
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The written picture also balances, but it is more illumi
nating because it describes the items making up the balance 
sheet and shows their value, individually and in the aggregate.

The “assets” are the items which the business owns or 
possesses. The “liabilities” are the items which the business 
owes, or claims against the business. The “capital” is the 
item which the business owes to the proprietor or proprietors. 
The statement shows the value of the business at December 
31, 1935. That value is the difference between the total value 
of the assets and the amount of the liabilities. In other words, 
if Tom Jones were selling his business on that day, he ought to 
get $750.00 out of it. He would do that by paying the 
$250.00 he owes on his equipment and selling the equipment 
and the car for $500.00. With the $250.00 left in the bank he 
would realize $750.00.

That is true only in case the shop equipment is worth 
$300.00 and the car $200.00 and there is $500.00 of cash. If 
any of these items are worth less than the amounts shown, 
Tom Jones can not hope to realize any more than they are 
worth. If Tom Jones made a false statement out of his bal
ance sheet, Tom Jones was very foolish. It may be a serious 
offense, that of making false financial statements regarding a 
business when these statements are falsified with the intent to 
deceive or defraud a purchaser or for the purpose of obtaining 
a loan or a partner.

If the statement is not falsified with the intent to de
ceive, but merely because the owner wishes the business to 
look good to himself, the whole thing is senseless, because the 
owner tries to fool himself despite his better knowledge.

Therefore, it is of the first importance that any business 
man, making up a balance sheet of his business for any reason 
whatsoever, value his assets at their correct worth, taking 
care, in case of doubt, to stay at the low side of values rather 
than at the high side regarding the assets or that which the 
business possesses, while the liabilities should be stated at 
their fullest figure and are better stated on the high side than 
the low side. If that policy is faithfully adhered to, the dif
ference between the assets and liabilities will always be an 
honest figure and show the conservative worth of the busi
ness. Moreover, since the investment represented by the net 
capital is the automatic result of establishing the difference



64 RADIO SERVICE BUSINESS METHODS

between assets and liabilities, that policy will always show the 
owner's investment at its correct value.

The upright and capable business man never overvalues 
his assets nor does he understate his liabilities, because to 
him his business records are the navigating instruments by 
which he steers the course of his business.

We dwell at length on the balance sheet because it is the 
starting point of all business records; it is considered the 
basic statement. It establishes the foundation for the records, 
because it fixes the values out of which the business is 
made up.

The balance sheet therefore is the starting point for the 
records which thereafter will set out the success or lack of 
success of the business. The first balance sheet made records 
the condition of the business as of the date it bears. Sub
sequent balance sheets will set out the condition of the busi
ness at future dates. Comparison of these future balance 
sheets with the initial balance sheet will enable the proprietor 
to determine whether the business has made progress, held its 
own or lost ground (and capital) in the interim.

In preparing this text we desired to make it useful to all 
service men. We consider two categories:

First: The service man who has been in business for 
some time, not keeping proper records, and wishes 
to start keeping records.

Second: The service man who is planning to start busi
ness and wishes to start keeping records at the same 
time.

A service man in the first category probably knows, in a 
general indefinite way, what he started with when he began 
business, but the likelihood is that he does not know the 
values of those assets after two years use nor the present 
value of the capital invested in the business after two years 
operation.

A service man in the second category knows what he has 
to start with but may not know how to fix the value of his 
investment or capital.

We believe that it will be of assistance to both categories 
to enumerate and describe the items generally present in a 
servicing organization and indicate what we consider the 
best manner of recording these items and the changes occur-
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ring in them, consistent with our idea of the needs and lim
itations of such an organization. Also to indicate how start
ing values should be determined, how to determine the value 
of the business investment and to show the relation between 
the capital originally invested and the present value of the 
investment.
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Form 785, The Balance Sheet, need be made 
up not oftener than once every three months.

Before we do this, however, we make bold to insert a 
pertinent suggestion which may save you a lot of time It 
is this:

Unless you are willing to promise yourself that hence
forth you will conscientiously distinguish between your 
private affairs and your business affairs, you may stop 
reading now and put this book away, because it will not 
be of much help to you.

As we progress, the reason for this suggestion will show 
repeatedly and in a way, we believe, which will leave no ques
tion as to its sincerity.
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Cash. The item of “cash” on a balance sheet represents 
the amount of cash on hand at the date of the statement. 
Sometimes the item is labeled “cash on hand and in bank.” 
This indicates that the major portion of the cash is in a check
ing account and that a small amount of cash called “petty 
cash” is kept on the business premises to meet small expendi
tures which do not warrant the writing of checks.

The proprietor must not consider the business checking 
account as his personal checking account and use it to pay his 
household or personal expenses. The business cash in the 
bank should never be touched for other than expenditures in 
connection with the business. The owner should take out of 
that cash no more than his fixed salary or his fixed drawing 
account. If, in case of real necessity, the owner takes some of 
the funds of the business, he should set them up on his records 
as an “advance to the proprietor” and repay it at the first 
opportunity. This is one instance where a man may mix his 
private affairs with his business affairs.

The same thing holds true for the “petty cash.” In a 
number of service organizations the premises will not be suit
able for the keeping about of any cash and the proprietor may 
carry the petty cash around in his trouser pocket. He should 
not however, consider the business petty cash as his private 
pocket money and he should pay for his cigarettes, cigars, 
lunches, shoe-shines and movies with his own money. He 
should make notes of expenditures of petty cash for business 
purposes and when the fund is nearly spent, replenish it by 
check but only for the amount of the legitimate expenditures 
of the business. If here again he mixes his private affairs 
with his business affairs there is little or no sense to his keep
ing records in the hope of controlling his business. Invariably 
he will find that it costs too much to run the business and too 
little to live, for he charges his living costs to the business, 
at least in part, while the salary he draws or the weekly draw
ing account he has already charges the business with more 
than his living expenses.

No true picture of the expense of the business is available 
to the man who mixes his business cash with his private cash. 
A man doing so and intending to continue wastes his time in 
keeping records.
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The business cash when warranted should be handled 
through the bank and checks issued when amounts paid are 
large enough. There is no better proof of payment than the 
cancelled check, and the danger of loss of considerable money 
carried around in wallets, trouser pockets or hidden behind a 
workbench is eliminated.

Cash received should be frequently deposited and in total. 
Do not hold out a couple of dollars. Surely you own the entire 
business, but the business owns the cash it takes in. That 
proprietor is really silly who snatches a couple of dollars from 
his own business while he owns it entirely. If, as is often the 
case, someone else has a participating interest in the business 
it is worse than silly.

A record should be kept of cash receipts and cash dis
bursements and if all receipts are deposited in bank and all 
withdrawals made by check, the monthly bank statement 
should agree with the cash record balance after reconciliation. 
This is another advantage of correctly dealing with your own 
business for in this way the bank, which more often than not 
is an excellent bookkeeper, checks your cash record for you.

Thus as far as cash is concerned, it being the first item on 
the balance sheet, it is also the one item whose amount if stated 
correctly on the balance sheet is always worth its face value, 
which is more than can be said of the other "assets” on the 
balance sheet.

Accounts and Notes Receivable. This item is often sub
divided on the balance sheet in order to distinguish between 
that which is owed the business by its customers and that 
which is owed the business by its proprietor, its officers or 
employees. This distinction leads to two headings,

(a) Accounts and Notes Receivable Trade
(b) Accounts Receivable, Proprietor and Employeesi.

Accounts and Notes Receivable Trade. Trade accounts re
ceivable arise when a sale is made of time or parts, or time 
and parts, and payment in full is not received when the job is 
completed or the sale is made. In other words, trade receiv
ables are created when credit is extended for the entire amount 
or any part of a service charge, a sale of goods or both.

In this connection it is well to insist that the service man 
have fixed terms of payment. Cash on delivery is the ideal

.
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method. It cuts short bookkeeping, it cuts short collection 
worry and effort. It eliminates the chiseling of customers 
who want to pay all right, but always less than the amount of 
the charge. The service man, having no security once he has 
given up the repaired receiver, is often tempted to cut some
thing off his charge to collect the bill. That is not unusual in 
any other line of commercial endeavor. “Cash on delivery” 
goes a long way towards curing that, but it is often an impos
sible condition.

Therefore, extend the terms which are usual in your 
vicinity if you must do some of your business on a credit basis. 
In that event always try to find out what your customer’s repu
tation is, if you can, and find it out before you do the job for 
him. Does he pay his grocer, his milkman, his butcher or his 
coal merchant? Does he pay his rent? Is he gainfully em
ployed? The service man owes it to himself to find out what 
his chances are of getting paid. It is much cheaper to turn 
down a job, than to do it and spend as much time and money 
again to collect. In your advertising do not specify credit 
terms or easy payments. Give credit to a decent risk if neces
sary, but be careful about extending credit at all times.

You need but fail to collect for a few jobs in order to 
destroy the profit on a great number. Suppose your average 
net profit is 20% of your bill. If you fail to collect for one 
$5.00 job, you have to get four other $5.00 jobs and collect for 
them in order to get the cost of the uncollected job. If your 
net profit is 10%, you have to do nine other $5.00 jobs and col
lect for them in order to get back the cost of the $5.00 job for 
which you could not collect. Just remember that after you 
have done 10 jobs at $5.00 each and collected for 9 of them, 
you will not have made one cent of profit. So much for the 
extension of credit.

If you have to do business on a credit basis, you must see 
to it that your customers get an invoice when the job is deliv
ered and that you keep a copy of the invoice in your file. That 
copy should be a true or carbon copy. The invoice should show 
the customer’s correct name and address, the date, describe 
the receiver repaired by manufacturer’s model designation, 
serial number and type. If you took out the chassis and 
left him his cabinet, that should show on the invoice. If you 
took the speaker only, that should show. Show the amount of

I
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the charge plainly. On the copy, the customer should sign for 
the receipt of the repaired receiver, unit or part thereof.

These suggestions are made in order to facilitate collec
tions and to have the necessary papers to support the total 
of your accounts receivable. If you do the above, you'll always 
be able to prove your account and produce all the necessary 
data which are required in a forced collection.

Mention may be made of possible court action in which 
you might participate as either the plaintiff or as a creditor. 
As long as you are in business the possibility exists. Be sure 
that you can always prove your claim against anyone in a 
collection proceeding or a bankruptcy proceeding.

If usually you have but few accounts receivable, that is 
few credit customers, you could get along with a file in which 
you keep separately your uncollected and collected accounts. 
But whether you have few or many accounts it will be wiser 
to write them up on the Accounts Receivable Statement 
which we provide for you with this plan. You will find a 
sample of that form and a full description in Chapter IY.

The Accounts Receivable Statement is an important 
record because it provides a list of those who owe you money 
and a record of payments that have been received.

Something else in connection with trade accounts receiv
able which is of importance to the Balance Sheet, particularly 
if you intend to write one to determine the capital of your 
business, is the following.

When totaling up your receivables, do not include any 
which you know you'll not collect. Any receivables which 
you know you'll collect in part only should be included only as 
far as the collectible amount is concerned. In other words, 
set up only the real value of your receivables and not neces
sarily the face amount. If all are good and collectible the face 
amount is the value. Any of these accounts on the balance 
sheet which are not worth the amounts appearing on them 
will be reflected in your capital but only as so much water 
which ought to be squeezed out.

Accounts Receivable Proprietor and Employees. “Accounts 
receivable proprietor and employees" are created by advances 
to those persons, parts purchased by them and not paid for, 
services rendered to them by the business or personal pay
ments made by the business for their accounts.
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The proprietor may use the service car for personal use, 
while all the expense in connection with it is charged to the 
business. The business then renders the proprietor service and 
the proprietor should pay for it. If he does not he mixes his 
business and personal affairs. We said the proprietor should 
pay for this service and so he ought in good coin of the realm. 
Should he elect not to do so, he should at least be charged with 
the cost of the service and the business receive credit for it 
on the records. Otherwise, the expense charged to the busi
ness is incorrect.

Perhaps the proprietor uses some of the petty cash to 
buy little things for himself. Those things should be charged 
to him personally. Having control of the checking account he 
may draw a check for personal use; that should be charged to 
him, if it is not for wages or the regular weekly drawing 
account.

;

Anything the proprietor takes out of the business in the 
regular way is a legitimate expense of the business and should 
be absorbed by it. Anything the proprietor takes out of the 
business in an irregular manner should be charged to the 
proprietor under “accounts receivable,” whether it be cash, 
goods or services.

The same thing holds true for the employee who gets an 
advance on his salary, or takes home a part or a tube without 
paying for it.

If you desire a correct picture of your business you must 
do the things recommended above. If they are not done your 
balance sheet will not show correct values and its worth as 
a reliable picture of the business will be greatly reduced.

Inventory of Stock in Trade. It is our understanding that 
the average radio service organization does not stock up 
heavily on parts. That seems both logical and fortunate. Log
ical, because with the multitude of receivers of different design, 
it is impossible to determine what items should be carried in 
stock.

It is fortunate because any and all inventories of stock 
in trade are, to a degree, subject to ultimate unsalability due 
to obsolescence, and that means loss. But whatever stock is 
carried should be properly controlled and valued. Control is 
necessary in order to know what is on hand and not to err in 
ordering some part which is in inventory but overlooked due

1
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to lack of inventory records. A simple card file alphabetically 
or numerically arranged or both will fill the bill. A card for 
each part number with proper description of quantity and cost 
should be kept.

How stock on hand should be valued is important from 
the balance sheet standpoint. Cost is all right, provided no 
reductions in cost occurred since the part was purchased or 
acquired, and the part is not obsolete. Of course, the stock 
must be in good condition. Broken or “robbed” parts are not 
worth cost. If reduction in price has taken place, the reduced 
price should be substituted for the cost. If, however, prices 
have been increased the old cost should be retained, because 
increasing the value of unsold parts results in a profit which 
may never be realized, if the part is never sold. Better take 
the profit when the part is actually used. That, incidentally, 
is a fundamental rule of sound business: never take a profit 
until it is earned, but take your loss as soon as it becomes 
apparent that you will have to take it some time in the future, 
if not immediately.

The “inventory” item on the balance sheet is the total 
actual value of the items listed and correctly priced. That 
holds good for tubes and receivers as well.

Some service organizations dealing in an occasional re
ceiver, strip the old trade-ins for parts and put the parts in 
inventory, junking the rest. If it is your intention to keep 
an inventory record, you will list parts thus obtained on your 
inventory records. The question is what constitutes cost on 
such parts.

While you owe it to yourself to sell such parts for the 
best price obtainable, you also owe it to yourself not to price 
those parts for inventory purposes in excess of the cost to you 
of the old trade-in plus the labor required to salvage the parts. 
These parts are obtained on speculation only, you hope to have 
use for them, but you may not. They are not like the parts 
you purchase for a repair job in process of completion. There
fore, be reasonable in pricing these parts for stock purposes 
and do not fool yourself by giving them a value higher than 
cost to you.

Once a year at least, go through your inventory and make 
an honest study of the unsalable parts. If any have fallen
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under that classification during the year, such parts should 
not be valued at all for balance sheet purposes.

Inventory of Work in Process. Very often, at the time of 
setting up the balance sheet, usually at the end of the calendar 
month, some uncompleted or unbilled jobs will be in the work
shop. Labor has gone into these jobs, and overhead. Also 
parts or tubes may have gone into them, and have been charged 
to the jobs. These parts or tubes have been taken out of the 
inventory and put into the job while the labor has been taken 
out of expense. Both material and labor to date have been 
charged to the job. Therefore these uncompleted or unbilled 
jobs must be set up by themselves on the balance sheet as 
such. Otherwise their value will be overlooked and their 
absence will make it appear as if you had suffered a loss to 
the extent of the material, labor and expense which has gone 
into them. The item “inventory of work in process” is de
signed to take care of this situation.

The real cost of service work done during any one month 
more than likely will not be the cost to you of the material, 
labor and expense which went into the jobs delivered during 
the month. The real cost of service work done during the 
month is made up of:

1. The cost to complete repair jobs unfinished at the end 
of the preceding month and delivered during the pres
ent month;

2. The cost of repair jobs started, completed and deliv
ered during the present month;

3. The cost to date on jobs started during the present 
month but not completed and to be delivered after the 
close of the present month.

The cost to date of the jobs in the third classification 
should be shown as “inventory work in process” at the end of 
the month.

It is necessary to do this because the sale is made only 
after a job is completed and delivered. Whether the job is 
paid for on delivery or whether it is done on a charge account 
to be paid at a future date is immaterial. For the purposes of 
the balance sheet and for keeping records generally, a sale 
is considered income.

)
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Now then, the difference between the income derived from 
the sale of a repair job and the cost of doing the job, namely, 
the cost of material plus labor plus expense accumulated 
against that particular job, is the profit, provided the income 
from the sale exceeds the cost of the job. You can readily see 
that it is therefore absolutely necessary, in order to determine 
the correct result of your operations, that the monthly cost 
which you want to compare with the monthly income from 
sales, be made up only of the cost of the items sold during the 
month. Should you include in that monthly statement any 
unfinished repair jobs on which the sale has as yet not been 
consummated, you put your operations in a false light, 
because erroneously you show a smaller profit or perhaps a 
loss, while in actuality you made a greater profit or broke even 
on your month’s operations in the shop.

Setting aside, so to speak, the cost of your uncompleted 
jobs at balance sheet time under “inventory work in process” 
will save you from that error.

Ordinarily, that will not be an impossible task with the 
aid of the Service Job Cost Card which is among our printed 
forms. While the caption “inventory work in process” looks 
technical, in reality it is a simple cost finding device.

The total “inventory work in process” at balance sheet 
time is the total of “time,” “shop expense,” “material cost” and 
“transportation cost” (if any) charged in the “cost section” 
of the Service Job Cost Cards which at that time have not yet 
been billed to the customers who ordered the service jobs done.

Shop Equipment Valuation on the Balance Sheet. The item 
“shop equipment” on the balance sheet, an asset also, repre
sents the current value of the equipment in the shop which is 
needed in its operation. This item includes the value of the 
tube tester, oscillator, oscillograph, and other test instruments.

What is the correct valuation of the equipment for bal
ance sheet purposes?

In the event of a purchase of equipment, the value obvi
ously is the cost of acquisition, or, what is paid for the equip
ment provided the purchase price is not too unreasonably 
high at the time of purchase. Equipment purchased at bar- 
gain prices should be set up at the purchase price also, despite 
the fact that it was worth more than was actually paid. Since 
the balance sheet deals with the investment it is obvious that
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no man is justified in valuing at $400.00, equipment he pur
chased for $200.00. It is merely another instance of being 
honest with one’s self and while the higher price may make 
the investment look “bigger” and therefore more “important,” 
the other side of the story is that the higher the equipment 
valuation is on the balance sheet, the greater becomes the every 
day operating cost of the business. We will show that a 
little further on. Our advice, therefore, is never to increase 
your own valuation of your equipment for balance sheet pur
poses over and beyond its actual cost to you.

Some equipment may be made up of certain purchased 
parts which were put together by the proprietor. In that 
case the value should be that of the parts and the labor re
quired to build the panel, provided however, that value does 
not exceed the cost of similar equipment if purchased complete 
at the time. To illustrate: A man may build himself a piece 
of test equipment. The total cost of parts and labor is $75.00. 
It may be possible to purchase such equipment complete for 
$50.00. The valuation of that equipment should not exceed 
$50.00 on the balance sheet.

Many service men have panels constructed by themselves 
for test purposes. Probably a lot of time and material have 
gone into these panels. The memory of the hard task so well 
accomplished may tempt a man to ascribe to them values 
greatly in excess of the real value. Do not be sentimental, be 
honest. These panels are not any better and probably not as 
good as similar equipment purchased complete and the value 
certainly should not be more, perhaps the same, perhaps less.

In the case of the service man who has had his equipment 
for some time and who has kept no records, the purchase 
price, if remembered, is the value to use. If that price is for
gotten present day market price less depreciation to date 
should be used.

Soldering irons, tuning wands, alignment tools, screw 
drivers, tweezers, pliers and wrenches should not be consid
ered as equipment. They are small tools and inexpensive. 
Moreover, they easily become lost or disappear otherwise. Do 
not include them in the value of your equipment but consider 
them as items of expense.

Delivery Equipment. Practically all service organizations 
have a car or delivery truck used in the business. Mostly this

I
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automobile is used privately as well as in the business. Unless 
the business use is much less than the private use, the automo
bile should be considered as part of the business equipment. 
For practical purpoes the cost of the auto should include the 
finance charges, if any. If, for example, the automobile cost 
$250.00 and the finance charge is $40.00, the value on the bal
ance sheet may be considered as $290.00. This is not the best 
or most correct valuation, but to break this valuation down 
into cost of automobile, finance and insurance charges would 
lead to complications in record keeping too great for a service 
man to successfully cope with. On the other hand, the paid 
out cost of the car is $290.00.

If the automobile is used for business only, then all the 
expense of operating it should be borne by the business. If, 
however, the car is used partly for business and partly for 
private purposes, the expense coincident with private use 
should be eliminated from the expense of the business and 
charged to the proprietor. How car expense is calculated and 
how that expense is divided according to the use of the car is 
shown in Chapter VI, Estimating Shop Expense.

Equipment and Its Depreciation. Nothing in this world 
lasts forever. All things suffer wear and tear, due to use or 
the action of time and the elements. The equipment of the 
service organization is no exception to this rule. And while 
the wear and tear may be slight, another factor tends to make 
equipment useless and therefore valueless. Equipment be
comes out-of-date or obsolete.

This fact should be reflected in the value of the equip
ment in a going concern. An oscillator or oscillograph having 
been in use for two years is not worth the same as the new 
oscillator or oscillograph. That such is indeed true is proven 
by the fact that second-hand or used equipment can be bought 
at far less than new equipment and that the usual manufac
turer's guarantee does not go with used equipment.

Obsolescence as a factor in the radio servicing industry 
need hardly be explained at length. Due to frequent changes 
in design and improvement in technique, testers and service 
equipment often become out-of-date long before they are phys
ically worn out.

The combination of these two factors is called “deprecia
tion" and depreciation should be reckoned with, because it is

!
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an expense of doing business. The expense connected with 
being in business is never fully stated unless included in it is 
the element of depreciation of the equipment used by the 
business. In the cost of doing business, the periodical decrease 
in value of equipment should be included.

Consider the service automobile. Automobiles decrease 
in trade-in value each year. That decrease takes place regard
less of the amount of use and regardless of the care expended 
on the car. And that reduction in value is over and above 
maintenance and operating cost. A car purchased for $290.00 
including finance charges may, after two years use, have no 
greater value than $50.00 towards another car. During the 
two years the expense due to depreciation is $240.00 or 
$120.00 per year. If, in calculating the expense of doing 
business that $120.00 per year item of depreciation is not con
sidered, any service charge per hour, based on the expenses 
of the business, will fail by $120.00 to realize that expense. 
Any balance sheet which fails to take into consideration the 
reduction in value of that service car after one year's use 
will show fictitious capital or profit at least $120.00 in excess 
of reality. In other words, failure to consider depreciation 
of the service car results in a partial loss on operations equal 
to the amount of the disregarded depreciation item if the 
charge to the customer is based on the cost of service ren
dered.

Now also consider the service equipment. Suppose that 
we estimate the total value of equipment to be around $500.00. 
How fast does that equipment wear out and how long will it 
take to become obsolete? It is difficult to make a worth while 
prediction in that regard. One thing is sure however. The 
service organization which will prosper is the one whose up-to- 
date equipment enables it to compete regarding the service 
charge, both as to labor saving in the diagnosis and the cor
rectness of the repair work done. Such an organization may 
well consider five years as the limit of the useful life of the 
equipment. In that case the value of the equipment should 
be fully depreciated in five years or at the rate of $100.00 per 
year. As in the case of the service automobile, unless in the 
expense-of-doing-business figure which is used as the basis for 
the cost of service is included $100.00 yearly for depreciation 
of equipment, each year will result in a partial loss on opera-
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tions of another $100.00 due to neglect of the cost of deprecia
tion. At the same time, if equipment values are not properly 
reduced on the balance sheet, it will show capital or profit in 
excess of reality and equal to the amount of disregarded de
preciation.

In a shop where the hourly cost of service is based on 
1000 productive hours per year, failure to consider as cost 
the depreciation on automobile and equipment totaling 
$220.00 per year, this failure means a difference of 22 cents 
per service hour. In other words, if the proprietor of the shop 
has figured $1.25 per hour as the cost of his service, or the 
amount he must get to earn his salary and the expense of his 
shop, then each time he has charged $1.25 per hour he has 
given away to his customer 22 cents for each hour charged, 
because he ignored depreciation.

Suppose, moreover, that this shop was capitalized at 
$1000.00 when the owner started in business, then in the short 
space of 4- years and 7 months this proprietor will have given 
away his entire capital to the public at the rate of $220.00 per 
year. That is not good business; it is not even poor business 
because it is not business at all. We do not believe that a 
service organization is a philanthropic institution and there
fore urge consideration of depreciation for balance sheet as 
well as operating purposes. Another thing is that the smaller 
the business, the greater the need of considering every angle 
of expense. A small business has not much capital to lose 
until it has no capital at all.

A further explanation showing how to apply depreciation 
to the cost of doing business will be found in the chapter 
devoted to determining shop expense, Chapter VII.

I

Prepaid Expense. In all organizations there are items of 
expense for which payment has been made and which have 
not been fully used up at the time of the preparation of the 
balance sheet. Take for example fire insurance, which often 
is bought for a three year period, public liability and property 
damage insurance on delivery equipment bought for a year; 
a city or state license to do business bought in March for the 
ensuing year. Such items should not be considered an expense 
of the month in which they were bought or paid for, but should 
be spread out over the period they cover. Any unused portion 
of such expenses should be set up on the balance sheet as
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“prepaid expense.” If automobile insurance is bought in July 
for $40.00 covering a year, until July of next year, then at 
December of that year one half of that amount or $20.00 is 
prepaid expense. If the city license runs from March to 
March then at the end of the year three months is a prepaid 
expense.

One thing to guard against is unnecessary bookkeeping. 
If that city license is only $6.00 per year, the trouble of spread
ing it out is greater than the benefit of the result achieved. 
Should it be $60.00 per year it will be worth while to set up 
the prepaid portion.

The rule is to make segregations only when failure to 
segregate or subdivide would give noticeably incorrect oper
ating results. In a business, the size of the average service 
organization, the item of “prepaid expense” at any time may 
be negligible and the practical thing to do would be to ig
nore it.



Chapter III.
THE BALANCE SHEET

Liabilities and Net Worth
We have listed the items which a business usually owns, 

its “assets.” Now we must list the items which a business 
usually owes to others, its “liabilities.” The difference between 
the assets and liabilities, if any, represents the capital of the 
business which the owner contributed plus or minus any 
profits or losses that may have been experienced since the 
proprietor started in business.

A “liability” is a good claim held by an outsider against 
the business. For example, if parts or tubes are purchased 
on open account, that is not paid for C. 0. D., the wholesaler 
selling these parts has a good claim against the business. The 
business has a liability to the wholesaler for the price of parts 
so purchased. When the business pays for the parts or returns 
them and the wholesaler accepts the money or the returned 
parts that liability is extinguished. But as long as the whole
saler has not accepted the money or the parts in return, the 
liability continues to exist. This is particularly true when 
parts are returned to the wholesaler and he refuses to take 
them back. The mere return of purchases does not cancel 
liability. The vendor’s permission and consent are necessary, 
or the purchases must be clearly different from what was 
ordered. When a wrong part is sent by the wholesaler while 
the order showed the correct part; when the proper part is 
sent, but found to be defective; or when five parts are sent 
when two are ordered and returns are made under those con
ditions, the wholesaler has no choice as to acceptance and your 
return of the parts or tubes cancels the liability. If, however, 
a wrong part was ordered through the mistake of the service 
man, or a part ordered and later found to be not needed, in 
other words, if the wholesaler is not at fault, his acceptance 
of the goods returned is necessary to cancel the liability. Under 
these circumstances, the wholesaler may decide not to take 
back the purchase and the business owes him for it, just as 
if the part could be used.
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An unpaid bill for gas and electricity used by the busi
ness is a liability. Wages earned by but not paid to either 
the proprietor or his helper are a liability of the business. 
Transportation charges on goods shipped or delivered are a 
liability until paid.

It is immaterial whether you have an invoice or a bill for 
goods bought by or services rendered to the business. The 
liability arises as soon as the goods are received or the services 
performed. And if your balance sheet is to be a true balance 
sheet, you must set up as liabilities, all the things for which 
the business owes anyone.

It is possible that taxes may be due and payable once or 
twice a year and that no bill is rendered or demand made 
except at the times payments are due. The business owes such 
taxes nevertheless, and as time approaches the due date the 
liability grows. Suppose certain taxes are payable in June 
and the amount is $60.00 per year. This means that while the 
business is not billed until June for taxes on the current year, 
yet at the end of January the business owes the taxing author
ity $5.00, at the end of February $10.00, March $15.00, etc. 
Any balance sheet, which is prepared with the idea in mind 
of showing the exact condition of the business at a certain 
date, must show as a liability taxes due but not paid.

It is also possible that you may owe for money borrowed 
from a relative, a bank or a finance company. Of course, that 
item itself is a liability. Generally interest is charged by the 
lender and is payable at certain times, monthly, quarterly, 
semi-annually or annually. Each month that interest should 
be set up as a liability. Much depends on the amount bor
rowed and the rate of interest charged, $100.00 at 6% 
amounts to only $6.00 per year. That amount of interest is 
hardly worth bookkeeping even if the rate were from 7% to 
10%. But $300.00 borrowed from a small loan company at 
3Vk% per month will cost you $10.50 in interest the first 
month and thereafter the interest reduction will be only 35c 
for every $10.00 of principal paid off. Such interest due 
should be set up as a liability if not paid at the date of the bal
ance sheet. Incidentally, that rate of interest should teach 
a man to avoid borrowing money from small loan companies 
if at all possible.
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We go into this detail regarding liabilities because the 
natural inclination is to treat them as lightly as possible or 
to overlook them entirely. That, as we have said before, is 
only a way of deceiving oneself because a debt or liability is 
not discharged by ignoring it. The only way to liquidate a debt 
or liability is by paying it off, and a very important benefit 
derived from setting up a balance sheet is that it enables you 
to ascertain whether your business is burdened by debt in 
excess of the available cash to pay it off with, or whether you 
are “sitting pretty” and can afford to buy that much needed 
equipment or truck, or move into the larger and better prem
ises you'd love to occupy.

Let us now list the main liability items which we may 
reasonably expect to meet with in the average service insti
tution.

I

LIABILITIES
Accounts Payable Current. This account should include all 

debts currently incurred by the organization and unpaid at 
the date of the balance sheet. By “currently incurred” is 
meant incurred in the everyday operation of the business. The 
date on which the debt was incurred has no importance. The 
nature of the debt and the terms of the vendor determine 
whether the liability is current or otherwise. For example 
parts, tubes and supplies purchased on a “10 day 2% cash dis
count, 30 days net” basis if not paid for at purchase are cur
rent liabilities until paid. Whether you have been billed or 
not at the time of setting up the balance sheet does not mat
ter, as long as you have received the goods and used them or 
put them in stock and included them in your inventory or 
charged your customer for them. Any rent due but not paid, 
a telephone bill, a gas and electricity bill, unpaid subscription 
for service information or magazines, if you have subscribed 
for them, are current liabilities or debts. Also, any wages 
earned and due the proprietor or his help but unpaid at the 
date of the balance sheet. Any unpaid gasoline, oil, garage 
and repair bills should be included among the current liabili
ties at the time of making up the balance sheet.

Notes and Contracts Payable. This item on the balance 
sheet should include all liabilities of the business for which 
the business has given a note, as in the case of borrowed



82 RADIO SERVICE BUSINESS METHODS

money, or signed a contract of payment, as in the case of equip
ment purchased on the time payment plan. It does not seem 
necessary to enlarge on the nature of a note payable other 
than to describe it as a written and signed promise to pay, 
on an indicated date in a specific manner, a stipulated sum of 
money. One thing may be emphasized and that is the inad
visability of going on somebody else’s note, which is in itself 
a promise to pay somebody else’s debts if he should fail to 
do so. If this is done as an accommodation, it really means 
that the business, if it “goes on” or “endorses” a note, puts 
itself at the disposal of a third party who may in turn ruin the 
business by defaulting on the note when due.

It is not unlikely that you may have borrowed money 
from some relative without having to sign a note for it. While 
it is very kind of a relative to advance money, it is not very 
wise on his part to do so without getting a note for it. In 
fairness to yourself you should give him a note, because the 
note will serve to fix absolutely the amount of the debt and 
also provide on the back a place to make notations of payment. 
If your brother-in-law should lend you $200.00, to be paid 
back as you can, probably neither you nor he will ever forget 
that the original amount of the loan was $200.00. Your 
brother-in-law might have difficulty proving that he lent you 
$200.00 if you choose at any time to deny it. However, when 
you have paid off $65.00 in $10.00 and $5.00 amounts, over a 
period of time, you may well believe you have paid $75.00, 
while he is equally sure you only paid $55.00. Having no orig
inal note and no record of payments, the issue will never be 
settled in a mutually satisfactory way. Our advice then is to 
make the matter of borrowing money from relatives a real 
business-like transaction by passing a promissory note and 
recording payments thereon as made.

The item of “Contracts Payable” should include any bal
ances unpaid at the date of the balance sheet which may then 
be owing for shop equipment, delivery equipment or mer
chandise being purchased on a time payment basis. Those 
balances should include the carrying charges on the time pay
ment contracts. While these carrying charges are not really 
part of the cost of the equipment, but more in the nature of 
interest on borrowed money, for the sake of simplicity they 
should not be separated from the amount due for the equip-
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merit or merchandise alone. These carrying charges are ac
tually part of what it costs you to acquire the equipment or 
merchandise you are buying on the installment plan.

Assume you bought a piece of testing equipment the pub
lished price of which was $80.00. Could you have paid cash 
for it in 10 days, you would have received a 2% cash discount, 
and the cost to you of the equipment would have been $78.40. 
Could you have paid for it in 30 days, you would have paid 
the net price of $80.00, no discount having been earned by 
you. As it happened, you could not pay for it in either of these 
two ways, and you bought it on an installment basis of 20% 
down payment and the balance over 6 months in equal install
ments. A $4.00 carrying charge was added for the accommo
dation, making the balance payable (the liability or debt in
curred by the business) $68.00. The total cost to you of the 
equipment thus became $84.00, of which $80.00 is equipment 
cost and $4.00 carrying charge. The entire $68.00 is the lia
bility or debt you should show on your balance sheet.

The same thing holds good for anything you may owe on 
the delivery car or truck. Be sure to set up as a liability the 
total contract balance owing on it as at the date of the balance 
sheet.

We repeat here our advice not to go easy on your liabili
ties or debts when you set them up on your balance sheet. Be 
truthful about them and go to some trouble to get all of them. 
If that is not done your balance sheet will have no practical 
value and it will not be the proper start of your attempt to 
control your business. What is more, failure to get all your 
liabilities on your balance sheet may prevent you from making 
the correct calculation of your hourly “service cost” or “shop 
expense.” Since one purpose of your records is to provide you 
with knowledge sufficient to determine your service cost rea
sonably accurately, you will be going against your self interest 
if you omit some of your liabilities from your records.

Accrued Liabilities. The dictionary defines the word 
“accrued” as follows: “To come into existence as an enforc- 
ible claim.” In business and in connection with liabilities to 
be set up on the balance sheet, that definition fits the situation 
quite well. “Accrued liabilities” are, generally speaking, lia
bilities which have come into existence during the month, for 
which the business is not billed at the date of the Balance
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Sheet because payment is not due until a later date. They 
must be set up by the business because if it should ignore 
them, the actual liabilities of the business would be understated 
and the proprietor of the business would be fooled. In a 
large business, some accruals are often overlooked in order to 
save routine bookkeeping effort and because the setting up 
of these liabilities would not noticeably affect balance sheet 
comparison. The theory is that these accruals average them
selves month after month.

In a smaller business, such as the average radio, service 
organization where a small amount of expense has a visible 
effect on the total liabilities for balance sheet purposes, it may 
well be that failure to accrue expenses at the month’s end will 
result in varied balance sheet totals for consecutive periods, 
which will cause the proprietor to doubt the correctness of his 
cost-keeping.

Suppose, for instance, the proprietor gets §40.00 a week 
and the helper §25.00, Saturday is payday and the end of the 
month comes on the preceding Thursday. Now the end of the 
month is “balance sheet time.” By Thursday, the proprietor 
and helper, working a six-day week have each earned two- 
thirds of a week’s wages. That would be §26.67 for the pro
prietor, and §16.67 for the helper, a total of §43.34 for both. 
Because that will not be paid until the following Saturday, 
which falls into next month, the amount of §43.34 is a liabil
ity of the business on Thursday when the balance sheet is 
made up. The same holds true for your rent, telephone and 
gas and electricity. Your rent may be due on the first of the 
month and be §25.00 per month. Because .it is unpaid on the 
last day, it should be set up as a debt on that day on the bal
ance sheet. Your telephone bill may run from the twelfth of 
the month to the twelfth of the next month and average about 
§6.00 per month. You paid your last bill a week ago and you 
have no unpaid bill, because the telephone company will not 
send another again until the twelfth of the following month. 
Nevertheless, you owe them for service to date, which would 
be about §4.00. Your gas and electricity run from the fifteenth 
to the fifteenth. You have not yet paid the bill rendered you 
on the fifteenth and that is §9.00. That, of course, is a current 
debt or liability, and you need not estimate the amount. But 
from the fifteenth to the end of the month you have been using
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gas and electric light. For this last half month you have not 
been billed and will not be billed until next month, but that 
gas and electricity for the half month is an accrued liability 
of the business to the gas company. Last bill was $9.00, there
fore $4.50 is another liability of the business to be set up on 
the balance sheet, if a reasonably accurate one is desired. And 
if the desire is not towards a reasonably accurate balance 
sheet, it would be wisdom to stifle the wish, because a balance 
sheet which is not reasonably accurate is of no value, particu
larly in a small organization.

It may seem to you who read this that we are advocating 
the opposite of our introductory remarks, namely, a lot of 
detail bookkeeping. If we aim at one of the declared objec
tives of this booklet, namely, a reasonably accurate “balance 
sheet,” items enumerated above must be taken into considera
tion. Therefore, in advising you to do so we do not ask for 
unnecessary detail. Taking care of these liabilities as they 
exist whenever you make up a balance sheet will enable you 
to look upon it with confidence.

To avoid the danger of becoming confused in your at
tempt to control your business you must continually remem
ber that your aim in preparing a balance sheet is to portray 
the condition of your business at the date of the balance sheet 
as accurately as possible. Any rent, wages, taxes, telephone 
expense and power and light costs, if unpaid at the time 
should be shown as owing. The smaller the business, the 
greater the need of “watching the pennies,” and the greater 
the reward of watching the pennies. In a big business, fail
ure to set up a recurring item of $200.00 on the balance sheet 
may have no appreciable effect on “net worth,” while in your 
business an omission of $50.00 may be a serious matter.

In determining your “cost of service” we will not ask you 
to calculate “accrued expense” caused by “accrued liabilities.” 
We only want them on your balance sheet.

Advances by the Proprietor or Others. We indicated be
fore that the proprietor should be charged for any money or 
services he takes out of the business over and above his wages 
or drawing account. In the same manner, if the owner should 
at any time advance money to the business it should be made a 
matter of record. These advances, of course, are temporary 
advances and should be paid back to the owner, just like the



86 RADIO SERVICE BUSINESS METHODS

owner should pay back advances he takes from the business. 
There is this difference however. If it is continually neces
sary for the proprietor to advance money to the business, this 
shows that the business does not have sufficient funds to oper
ate. In other words, the business does not have sufficient cap
ital. Under those circumstances, the proprietor should put 
more money into the business as capital and discontinue these 
advances. In doing so the proprietor does not put himself 
at a disadvantage, because at all events in a business run as 
a one man business, or a partnership, the owner or the part
ners are individually liable for all the debts of the business. 
This means that if the business is unable to pay its debts, the 
owner or the partners will have to do so themselves anyway. 
Therefore, rather than continually advance money and have 
the business pay it back, it is better to increase the capital.

The Capital. The capital of a business is the original in
vestment made in the business by the proprietor and is equal 
to the difference between the total of all assets and the total 
of all liabilities at the time of the organization of the business. 
It is sometimes called the “original investment” or the “in
vested capital.” This “invested capital” can only be increased 
by the additional investment of money in the business, and 
decreased by the withdrawal of money from the business. On 
a balance sheet it is always shown at its original amount.

As the business is operated the earning of profit or the 
taking of losses will change the difference between total assets 
and total liabilities. Profits will increase, losses will decrease 
that difference. And these changes will increase or decrease 
the value of the original investment, while, of course, they do 
not change the investment itself.

The total of this changing difference between total assets 
and total liabilities is called the “net worth” and is always 
stated as the “original investment” plus or minus profits or 
losses since organization of the business. As long as the total 
“net worth” is in excess of the invested capital, the difference 
between these two is called “surplus.” When the total “net 
worth” is less than the invested capital, the difference is called 
a “deficit.”

If the surplus warrants it, the owner can appropriate 
some of the profit of the business by paying over to himself 
an amount not in excess of “surplus.” When that is done
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“surplus” should be reduced. Such a “taking of profit” is in 
no way an expense chargeable against the business.

Where the proprietor has been advanced some money by 
the business and a profit has been earned as shown by “sur
plus” the proprietor can set off the advance against the 
surplus. In other words, he can take the advance to himself 
from his records if at the same time he reduces “surplus” by 
exactly the same amount.

Incidentally the changes from month to month in “net 
worth” should correspond to the monthly operating results. 
In other words, if your operating statement shows a profit of 
$75.00 for the month, your “net worth” should show an in
crease of $75.00. Conversely, if your operating statement 
should show a loss of $50.00 for the month, your “net worth” 
should show a decrease of $50.00 compared to the end of the 
previous month.

Thus a balance sheet taken correctly at the end of each 
month will show whether you made a profit or took a loss 
during the month, but that is all it would show you. It would 
bo of no assistance to you in determining how the profit was 
earned or the loss incurred; it would only state the fact. In 
order to control your business, you must know the individual 
items which caused the profit or the loss.

The operating statement, if set up correctly, will show 
the reason for profit or loss.

A properly prepared balance sheet shows the actual cur
rent condition of the business. The individual items on the 
balance sheet enable you to correctly label the condition of the 
business in terms commonly used for the purpose.

In order to round out this description of the balance sheet 
for our purposes we will mention some terms most often used 
to label a business’ condition, and briefly explain them.

Liquidity. A business is said to be in a “liquid condi
tion” when its assets are such that they can easily and readily 
be converted into cash. Cash, accounts receivable and mar
ketable securities, such as government bonds or other bonds 
which have an immediate market are considered liquid assets. 
There is, however, always a doubt regarding receivables, 
unless it can be demonstrated that the accounts are due for 
payment in the very near future and that there is no doubt 
of their being paid when due.
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It is desirable to keep the assets of a business as liquid 
as possible. Which is just another way of saying that it is 
unwise to tie up the operating funds of the business in equip
ment that is not needed for its efficient operation, no matter 
how cheaply it may be bought at the time and how attractive 
a proposition may be offered on it as an inducement. Nor 
should the operating capital of the business be tied up in long 
term receivables, such as installment sales, unless there is an 
excess of cash available at the time. If selling on the install
ment plan should cause inability to purchase and pay for 
necessary equipment, necessary wages, necessary advertising 
and force the proprietor to borrow money at excessive rates 
or hamstring the efficiency of his operations, such sales should 
not be made. Installment selling means practically the same 
as lending money to a person. The proprietor pays the 
wholesaler in 30 days and the customer pays the proprietor 
over a period of 30 to 60 weeks. It is true there is a carrying 
charge to be earned by the proprietor, but against that there 
is the possibility of customer’s failure to pay and legal ex
pense to repossess. The majority of service organizations 
will not be able to discount customer paper with banks or 
finance companies and must carry their own paper. To carry 
one’s own paper requires that funds be available for the pur
pose. Therefore, consider carefully if installment sales will 
tie up the business from a financial standpoint, before you 
enter into them.

Insolvency. A business is insolvent when unable to pay 
off its just debts as they become due. Insolvency may be a 
direct result of failure to keep the assets as liquid as possible. 
It comes about when the working capital has been tied up to 
the extent that it cannot with reasonable promptness be 
turned into cash, wherewith to liquidate or pay off the debts 
incurred by the business. Insolvency most often results in 
bankruptcy. In the process of bankruptcy, the business itself 
is liquidated or turned into cash on behalf of the creditors and 
distributed to them in proportion to the claims they have 
against the business. Bankruptcy really means that the 
owner of the business, especially in the case of a business 
owned by one man or one or more partners, is also personally 
stripped of all his possessions down to the legal minimum 
prevailing in the state in which he carried on his business.
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Balance Sheet Ratios. Operating ratios as related to the 
balance sheet are expressions, mostly in percentage or ratio 
form, of the relation between the various items on the balance 
sheet.

The one most frequently used is the ratio existing on the 
balance sheet between current assets and current liabilities, 
mainly with a view of stating the degree of solvency of the 
business at the balance sheet date, or in connection with 
determining the credit standing of the business.

To illustrate: if the balance sheet shows a total of cash 
and receivables collectible in the near future of $500.00, and 
accounts payable, bills and debts due, in the near future of 
§250.00, the ratio between them is as 2 to 1. The amount avail
able for payment of debts is twice the amount of the debts.

This is a healthy condition, and shows good management.
To the banker who is solicited for a loan, or the whole

saler who is asked for credit on his regular terms, it ,is an 
indication that the business is a good credit risk for a certain 
amount of money.

Should the position of the values be reversed, namely 
§250.00 in current assets and §500.00 in current liabilities, 
the indication is that the business presently will have to pay 
twice as much money as it will have available in the near 
future.

The proprietor had best set about finding means of check
ing the growth of the liabilities and increasing the amount of 
the current assets. Unless he does that promptly he may find 
himself insolvent, with resultant loss of his means of liveli
hood. He also should make up his mind to remember con
stantly never to bite off any more than he can chew.

Over or Under Capitalization. We mentioned heretofore 
that the capital of a business at the outset is the invested 
capital and that its extent is the amount of the excess of the 
total sum of the assets over the total sum of the liabilities. 
Also that while the capital investment is not changed through 
operations, the value of the investment changes as profits are 
realized or losses incurred. The difference between total 
assets and total liabilities then becomes Capital plus or minus 
profits or losses. This is also called “net worth.” It follows, 
therefore, that at the outset it is possible to value the assets 
at a higher value and obtain a high “capital investment” or
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|
value them at a lower value and obtain a low “capital invest
ment.” It is seldom one meets with undervalued assets and 
there is little or no harm in undervaluation of the assets of 
the business or “under capitalization” as it is called. More 
often does one find assets valued in excess of true value in 
order to make the business seem to be more substantial than 
it really is.

In the service industry, the inventories, the delivery 
equipment or the shop equipment may be over valued and 
result in “over capitalization.” The receivables may be in 
the same condition and the balance sheet may picture a busi
ness which in reality has far less “net worth.”

To do this is foolish because the time is bound to come 
when for some reason or other it becomes imperative to reduce 
the values to their proper amounts. When the time comes to 
take these losses, their effect on the operating statement is 
going to be very disappointing.

And what will happen if on application for loan or credit 
the banker or wholesaler discovers that the values of the 
assets are fictitious? Remember that credit accommodation 
is based principally on the character of the prospective debtor.

Therefore, we repeat our suggestion to be truthful, honest 
and conservative in making up your balance sheet if you want 
to serve yourself to the best of your own ability.
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Chapter IV.

THE OPERATING STATEMENT

Recording Sales and Their Cost
The more important of the two basic statements is the 

Operating or Profit and Loss Statement. This is more point
edly true in the average service organization as an example 
ot* the smaller or “one man” organization.

The greater part of the working capital is the proprie
tor’s technical knowledge and experience which it is impos
sible to evaluate for balance sheet purposes. Consequently, 
the balance sheet statement in the average service organiza
tion will be of secondary import, while the Operating State
ment will be of prime importance and necessity in recording 
the success or the lack of success with which the proprietor 
meets in the exploitation of his talents.

Therefore, while we have taken the description of the 
Balance Sheet in two strides or sections, it will be necessary 
to be more measured regarding the Operating Statement and 
we will deal with it in greater detail.

Discussion of the Operating Statement is divided into 
five sections:

1. Recording sales and their cost.
2. Calculating the cost of service.
3. Estimating monthly “shop expense.”
4. Determining “shop expense rate” to be used and 

checking it.
5. Preparing the monthly and cumulative operating 

statements.
In this chapter then we take up the “recording of sales 

and their cost.”
We will proceed for the present as though you knew time 

cost and shop expense. Do not think, however, that we want 
to pass up this, your greatest problem. We only wish to defer 
the cost analysis to our next chapter, in order to be able to 
maintain a logical sequence in outlining the records we 
have prepared for your use. In the next chapter we will pick 
up the unknown elements of the present and thus gradually
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and in easy stages proceed to develop the operating statement 
for the average service organization.

The Operating Statement is also called the Profit and 
Loss Statement because, if properly prepared, it shows the 
net result attained through the operation of the business over 
a given period of time. The most generally used periods of 
time are the calendar month, the quarter year, the half year 
and the entire calendar year, because the division of time 
into these periods is the more convenient from the standpoint 
of keeping records.

The same form of Operating Statement is well nigh uni
versally used irrespective of the nature of the business it 
describes or the period of time it covers. Variations of form 
are found and can be made if desired. In many cases such 
variations serve no purpose other than that of expressing a 
desire for originality. The main purpose of the Operating 
Statement is to portray simply, accurately and clearly the 
causes which resulted in the profit or the loss arrived at 
through operations during the period. In following the stand
ard form, an Operating Statement is obtained which will mean 
something to the proprietor of the business as well as to his 
banker, his wholesaler or any other business man to whom it 
might be presented.

While, therefore, in a book of this nature an unusual 
form of Operating Statement might be presented, common 
sense recommends that we adhere to the standard form if 
possible.

However, the manner in which the figures in this stand
ard form are worked up is not universal by any means. In 
one business it may be a comparatively simple matter to 
obtain and fill in these figures, due to the simple nature of the 
business. In another business getting up the figures to be 
used on the Operating Statement may not be so simple be
cause the business partakes of a more complex nature than 
that first mentioned.

The simplest form of commercial endeavor from the 
standpoint of record keeping is a “merchandising” business. 
The merchant or retailer buys commodities from his whole
sale house or manufacturer at a known price. He sells these 
commodities to others at his selling price, attempting to get 
a price high enough to cover the amount he paid for the
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goods, plus his overhead, plus his legitimate profit. He does 
nothing to change the composition, form or condition of the 
commodities. He may buy by the carload, the gross, the case, 
the barrel or in bulk and sell these same goods by the case, 
the dozen, the piece, the pound or the quart. Nothing he does 
goes into the goods as they were delivered to him. He merely 
gathers together in one place many commodities from a few 
sources of supply and divides them into smaller quantities 
conveniently available to numerous individuals who have a 
need for them. Therefore, the basic cost to the merchant of 
the goods he sells is not difficult to state. Let him refer to 
the bills his wholesaler sends him and there is that cost in 
black and white. It may require simple division to figure out 
the cost of one can of peas when the bill shows that a two 
dozen case cost $3.95. But, beyond that, there is no cost 
problem. The merchant starts off with a clearly defined basic 
cost price.

The service organization which sells tubes, parts and a 
radio set now and then is, in that phase of its business, also 
a “merchandising” organization and the cost to it of these 
goods cannot be a problem. But the principal function of a 
radio service organization is the inspection, overhauling, tun
ing up and repairing of radio equipment. It performs labor 
upon the article itself and changes its operating condition 
from unsatisfactory and useless to satisfactory and useful. 
In other words, into the radio receiver as it is received by it, 
the service organization puts that portion of its time, expe
rience, technical skill and knowledge which is required to 
restore the receiver to normal operation. It also puts into 
that receiver a portion of the useful life of its testing and 
repair equipment together with a portion of its general
expense.

The major portion of the sales of the service organization 
are of a commodity called “service.” That service is not pur
chased by the service organization from any wholesaler and 
it cannot refer to any bills to find the cost of the service sold. 
The organization itself creates the service commodity it sells 
and the cost of that service cannot be determined otherwise 
than from records kept by the organization which renders the 
service. It is made up of the proper proportion of the cost 
of acquiring the technical knowledge and experience, the 
proper proportion of wages or salaries, rent, light, heat and
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power, telephone, insurance, taxes, depreciation and all the 
other varieties of expense which the service business as a 
whole must carry in order to function.

The basic cost of the commodity called “Radio Service” 
is not a simple one to determine because radio service is not a 
simple business buying its wares at a fixed amount and selling 
them to those who have need of radio service.

To him who gives the matter thought, it should become 
very clear that the one chief reason why many service or
ganizations are not able to state their basic cost of rendering 
radio service with any manner approaching confidence or 
authority is that the calculation of these costs is not a simple, 
but rather a complex matter, requiring knowledge not now 
possessed by many service organizations.

We mention this characteristic of the radio service busi
ness at this time because we want to make sure that you will 
read and follow this text carefully. We feel that unless you 
do so any results from its application may not be reliable and 
may not give you trustworthy figures for your “cost of 
service” rendered, upon which you base the price you must 
charge for your service in order to save your business or 
make it prosper.

On the opposite page is a skeleton standard form of 
“Operating Statement” adapted to the needs of the average 
service organization. The captions are self-explanatory. The 
problem is to arrive at proper figures to fill the blank spaces 
reserved for the purpose.

Operating Statement. You will note that the statement 
is made up of two parts. The first or top part deals with 
sales, the second or lower part deals with the expenses in
curred while the sales in the first part were being made.

The “gross profit and commission” item constitutes the 
dividing line between the two sections. “Gross profit” is the 
difference between the total of the sales made during the 
period and the cost of the material, labor and expense or “cost 
of sales” that went into the goods and services that were sold.

The “net profit or loss” item at the bottom of the state
ment is the difference between the amount of “gross profit 
and commission” and the total of the expenses incurred 
during the month.
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A net profit will result when the total of the expenses is 
less than the amount of gross profit and commission during 
the period. A net loss will result when the total of the ex
penses is more than the gross profit on the sales and commis
sion earned during the period.

f
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Form 782, The Operating Statement should 
be made up once a month.

It follows, therefore, that all mercantile and manufactur
ing business in reality is a “tug of war” between “gross 
profit” and “expenses.” These two are always pulling at each 
other and the heavier of the two wins the match.

The service organization's chief problem, therefore, is to 
earn the greatest possible gross profit at the least possible 
total expense consistent with efficient operation.

The emphasis too often is laid on sales volume and the 
thought entertained that greater sales are the solution of 
the money-making problem. What is forgotten, most often, 
is that unless these sales, if made, result in an increase of

i
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Gross Profit, greater than the concurring increase in expenses, 
they will not solve the “money-making” problem. Ancl if the 
business does not know its “cost of goods or services sold,” 
it cannot truthfully state what the gross profit is. We can 
go further and safely say that such a business does not know 
whether there is any gross profit at all in the sales it has 
made.

At the same time, should the business know how to 
correctly state its “cost of sales” while failing to construct 
a proper record of its sales, so that the correct total of sales 
cannot be entered on the Operating Statement, then again the 
amount of gross profit thus derived is not reliable because 
the sales total was not reliable.

We state the foregoing mainly because while emphasis 
is laid on the determination of actual costs in a service organi
zation, it must not be overlooked that determination of the 
actual sales item is also of great importance though admit
tedly much more easily obtained. Since “sales” is the first 
item on the Operating Statement, we will continue by dis
cussing it.

Sales. A sale is a transaction whereby the ownership 
of goods or benefit derived from service rendered or to be 
rendered is transferred from one person to another for a sum 
of money. Commercially, it seems essential that money enter 
into the transaction if it is to be called a sale. Note, how
ever, that as long as “a sum of money” is the consideration, 
a sale is made. A sale at a profit or sale at cost or a sale at 
less than cost is correctly described as a “sale.”

It is not necessary that the money be paid at the time 
the sale is made. A sale on account, that is a sale for a sum 
of money to be paid at a future date, also falls within the 
meaning of the term.

In order that for the purpose of the operating statement 
the correct total of sales be available at the month’s end, 
thought must be given to the means whereby that total may 
be obtained conveniently.

The logical thing to do therefore is to first analyze the 
sales made by a service organization. We find that the nature 
of these sales depends much on the type and size of the or
ganization making them.

I
I
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Generally speaking we may divide the service organiza
tions in the country in two major classes in respect to sales.

(a) The smaller, usually one-man business, which sells 
service and supplies parts and tubes only as they are 
needed in its service work.

(b) The larger organization which sells service and fur
nishes tubes and parts as they are required in its 
service work and also has “over the counter sales” 
of tubes, parts and perhaps a radio occasionally. 
By “over the counter sales,” we mean sales of these 
articles not as a part of any of its service jobs.

The business under (a) has, therefore, only one kind of 
sales, while the organization under (b) has merchandise sales 
as well as service sales.

When contemplating the means of recording sales, we 
must, therefore, bear in mind to group them in two classes, 
namely:

1. Sales arising from service jobs, herein called “service
sales.”

2. Sales of merchandise apart from service jobs, called 
“merchandise sales.”

A business which has no merchandise sales at present 
naturally has none to record. It must, nevertheless, remem
ber the distinction. The forms we have prepared in'connec- 
tion with this text, especially the Sales and Cost Summary 
Form, group sales in these two classes. The necessity of 
grouping sales in an organization where both classes of sale 
occur will be clearly demonstrated as we go on and the forms 
are set up with the intention of making them suitable to all 
service organizations.

Furthermore, both service sales and merchandise sales, 
as you probably know from experience, again fall into three 
classes, according to the manner in which you collect for them.

Cash or C. 0. D. Sales are most desirable because you get 
your money at once, in full upon completion of the job or 
when you hand your customer his purchase.

The part payment sale is the next most desirable sale 
because you at least get part of your money at once and a 
definite promise for the balance at a certain time.
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The sale on account is the least desirable because you do 
not get any money right away. Instead, you get a promise of 
payment at a future date.

Perhaps it is your custom to simply take the money, hand 
the customer his goods and let it go at that. In the case of a 
part payment or “on account” sale, you may have trusted to 
your memory to collect for it at some future date.

If so, you are now confronted with the necessity of 
reformation; you will have to change your ways if you desire 
to know how you are doing in a business way. The first 
necessity is that yozc make a proper record or notation of all 
your sales, promptly and accurately. And not only should you 
be scrupulous about the amount of money, but about the date 
of the sale as well.

That is not going to be a laborious task if you will follow 
the following instructions:

RECORDING SALES
For recording sales, you should establish three simple

rules:
Rule A. A receipt in duplicate must be made out for all 

cash taken in. The original must be handed to 
the person making the payment; you will re
tain the duplicate for the business, and save it 
carefully.

Rule B. A “Service Job Cost Card" (see Form 775 on 
page 99) must be made out for each service 
job done no matter how small or large the job.

Rule C. An invoice in dziplicate must be made out for 
each sale “on account;' whether the sale is a 
service sale or a merchandise sale. The pur
chaser to be given the original. You will re
tain the copy for the business, and save it 
carefully.

Service Sales. Abiding by these three rules would of itself 
not be a hard task. But we have further simplified that task 
in connection with service sales by preparing the Service Job 
Cost Card in such a manner that by making out the Service 
Job Cost Card you also, in the same operation, make out the

)

;
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customer's invoice, and duplicate invoice to be retained by you. 
Moreover on the invoice we have provided a space to record 
any cash you may receive at once upon the completion of the 
job.
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Form 775 is a triplicate form comprising Service Job Cost Card, 
Customer’s Invoice, and Shop Invoice Copy. Since the carbon 
paper does not extend under the Cost Section of the Service Job 
Cost Card, no cost information appears on the Customer’s Invoice.

This means that in all service sales the observance of Rule 
B, which orders the making out of the Service Job Cost Card, 
takes care of Rule A, the “cash receipt" and also Rule C the 
“invoice."

Thus the radio service business which sells service only 
and does not sell other merchandise “over the counter,” will 
have a complete record of all its sales if it faithfully uses the 
Service Job Cost Card form every time it does a service job.

These service sales may be paid for in three ways. See 
the following outline:
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Cash Service Sales. If a service job is paid for at once 
upon completion you will enter the amount in the space pro
vided therefor at the foot of the Service Job Cost Card. The 
carbon will transfer this to both '‘invoice” copies following
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Form 775 with Service Job Cost Card removed.

the Service Job Cost Card on the pad. The Customer’s Invoice 
you will hand to him and your Shop Invoice Copy is the dupli
cate cash receipt which you will save until the end of the 
month.

Part Payment Service Sales. Let us suppose you do a serv
ice job, for which you charge $7.00. The customer has but 
$4.00 to pay down at once, and promises to pay the balance of 
$3.00 on his next pay day, which is a week off. Although you 
do not like to do so, you nevertheless agree.

You enter the $4.00 cash received on the “Service Job 
Cost Card” while it is still on the pad. Because of two sheets

I

i



101THE OPERATING STATEMENT—RECORDING SALES

of carbon paper that are used, the amount will come through 
on both “Invoice” copies. You then tear off the Service Job 
Cost Card and take out the first carbon. The Customer’s In
voice now is the top sheet. Then you pass the pad to the cus
tomer, showing that you signed for the §4.00, and have him 
sign the Customer’s Invoice on the line having “customer’s 
signature” printed underneath it. Be sure to leave the second 
carbon on the pad until he has signed. After that you tear 
off the Customer’s Invoice and give it to him. The Shop Invoice 
Copy, to be retained by you, then shows the whole story. It 
shows the price of the job, the payment received and therefore 
the balance owing. It also has the customer’s signature and 
subsequently he can not deny owing you the money or claim
ing the job was not done right. It also gives you the data 
needed for your record of sales.

The total of §7.00 is the “service sale” and that is the 
amount you must fill in on your Sales and Cost Summary for 
the month. It will be necessary, therefore, to make out an 
additional duplicate cash receipt slip for the §4.00 received
and mark it “On Account of Service Job No.........................”
When, at the end of the month you work up the total of your 
sales for your Operating Statement, such cash receipts marked 
“on account” must not be counted in as “sales.” The Shop 
Invoice Copy which you retain must be used for the purpose 
of arriving at your “service sales” total. When the balance 
of §3.00 is paid, whether before or subsequent to the end of 
the month, the cash receipt slip given the customer should also 
always be marked “on account.” No cash slip marked “on 
account” ever enters into “sales.”

Why, you may ask, is it necessary to make out a cash 
receipt, when the Shop Invoice Copy carries a notation of the 
amount paid? It is true that the cash receipt could be dis
pensed with, but to do so would make it impossible to keep 
separate records of the moneys received by the business and 
the moneys owed to the business. Therefore, we strongly 
recommend that a cash receipt be made out for all partial 
payments. From the customer’s standpoint, however, no cash 
receipt, other than that on the Customer’s Invoice, is needed 
and you destroy the original copy of your cash receipt, retain
ing the carbon copy. Later, when the customer makes another 
payment on account, you will acknowledge it by making out
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another cash receipt in duplicate, giving the customer the 
original and retaining the carbon.

Service Sales on Account. At times you will do a service 
job which you have agreed beforehand to do “on account.” 
This means that your customer will not pay anything at once 
on completion of the job, that you extend the customer 
“credit.” In all such sales follow the method outlined under 
“Part Payment Service Sales” and be sure to have your cus
tomer sign for the work done and to hand him his invoice. 
Of course no notation of payment is made when you do not 
get any at the time. The copy you retain you use at the end 
of the month to enter on your Sales and Cost Summary.

The radio service organization which sells service only 
and consistently uses the Service Job Cost Card form pos
sesses the information it needs to correctly state its “total 
sales” for the month.

The radio service business which has merchandise sales 
as well as service sales will have a complete record of its serv
ice sales if the Service Job Cost Card form is used faithfully 
on each service job. In addition, it must carefully observe 
Rule A on cash receipts and Rule C on invoices in its mer
chandise sales.

MERCHANDISE SALES

Merchandise sales may be made in any one of three ways.

Cash Merchandise Sales. If Rule A is observed a cash 
receipt in duplicate will be made out for all cash taken in, 
which of course covers cash taken in for an “over the counter” 
sale of tubes, parts, etc.

On such cash receipts, first of all, the month, day and year 
on which the money is received should be recorded as shortly 
as possible. (For example: Not as Monday, May 27th, 1936, 
but as 5/27/36.)

Secondly: the words “cash sale” should be written in
plainly.

Third: The quantity and a short description of the goods 
for which payment is made such as: 2 RCA 6A8 or 1 RCA 80, 
if tubes are sold; 1 volume control RCA No. 7304, or similarly 
if parts are sold.

Fourth: the amount of cash received for the article sold.



103THE OPERATING STATEMENT—RECORDING SALES

The best way of recording cash transactions is with the 
aid of a “register.” Not the kind which rings the bell when 
the keys are pressed and the cash drawer comes sliding out. 
Rather the type which has the flat writing surface and the 
two rolls of paper as well as the carbon inside the register 
and where the movement of the crankhandle or turning knob 
shoves out the original, the duplicate remaining in the reg
ister. Such a register has the added advantage of saving your 
duplicate cash receipts for you in a safe place until the end of 
the month. It is quite likely that such a register second-hand, 
but in good working order, can be picked up for a song.

If such a register is not used, small pads, used by grocers, 
can be bought very cheaply. Equipped with a piece of carbon 
paper, such a pad answers the purpose, provided care is taken 
to save the carbon copies. The use of carbon for copying is 
necessary, because hand copying takes time and often results 
in errors.

We recommend a register if cheaply available or a pad 
of “cash receipt slips” because of the importance of saving all 
of your duplicate cash receipts. Indeed, it is absolutely neces
sary you do so, for two reasons.

First: Having, at the end of the month, all your dupli
cate cash receipts, you can, from them, pick out 
and total up your cash sales for the month. You 
need records of your monthly cash sales for your 
Sales and Cost Summary.

Second: Having at the end of the month all your dupli
cate cash receipts you can total them up and, if 
you have been faithful in making one out each 
time you received cash, either for a cash sale or 
“on account,” you will then have your “total 
cash receipts for the month.” You can use that 
information to enter in your cash book, if you 
keep one. We suggest you do that and also enter 
there your cash payments as you make them.

Deducting the payments from the total of 
your balance, plus your receipts, will give you 
the cash which should be on hand at any time.

Merchandise Part Payment Sales. If parts or tubes are 
sold and payment in part only is received at the time of the 
sale, Rule C must be remembered because an invoice in dupli-
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cate must be made out for the sale. On that invoice must be 
noted:

(1) Date of sale.
(2) Customer’s correct name and address.
(3) Quantity, description and price of goods delivered to 

customer.
(4) The amount paid by the customer.
(5) Customer’s signature for receipt of the goods.

;

Hand the customer his invoice, retain your copy and save 
it carefully.

As in the case of a part payment service sale, the amount 
of the sale is not the money received then, but the amount of 
the invoice. A “cash receipt” for the money received should 
be made out. This should be saved along with all your other 
cash receipts.

Of course the invoice used should not be one of the copies 
on your Service Job Cost Card. It should be a separate form 
and also should be numbered.

An acceptable form of Merchandise Sales Invoice is shown
below.

o o o o
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Form 780 is a duplicate form for sales of merchandise only. Cost 
information does not appear on customer’s copy.

Merchandise Sales on Account. This kind of sale is of the 
same nature as the service sale on account. You extend credit 
to your customer.
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Make out a Merchandise Sales Invoice in duplicate the 
same as on a merchandise part payment sale.

Have the customer sign for the receipt of the goods on 
the Customer’s Invoice before you remove the carbon and 
agree on the time payment is to be made.

The Shop Copy you retain is to be used by you for the 
accumulation of “total sales” on your Sales and Cost Summary.

When payment is made a cash receipt in duplicate must 
be made out and “on account” written plainly thereon.

Cost of Sales. At the end of the month then, if you have 
been careful to save your paper work, you will have :

(1) Service Job Cost Cards for all service sales.
(2) Shop Invoice Copies for all service sales.
(3) Duplicate cash receipts for all merchandise cash 

sales.
(4) Duplicate Merchandise Sales Invoices (Shop copies) 

for all part payment or “on account” sales made of 
merchandise.

You have accumulated these for three purposes:
(A) To arrive at your “total sales” during the month.
(B) To enable you to determine “cost of sales” for the 

month.
(C) To determine what your “gross profit” was for the 

month.
If you have properly made out your Service Job Cost Card 

on every service job and retained the Shop Invoice copies, you 
have on them all the sales information on service sales, both 
cash and “on account” or part payment sales. You should then 
sort these into two groups, one group “service cash sales,” the 
other group “all other service sales.”

If you have made out cash receipts as we suggested, all 
the “merchandise cash sales” will be among them and these 
should be sorted out in one group.

Now get all “cash sales”—service and merchandise— 
together in one group.

Having made out an invoice for all merchandise sales 
“on account” or “part payment,” you will have saved your 
invoice copies.

Take these Merchandise Sales Invoices (Shop Copy) and 
combine them with the Shop Invoice Copies of the “all other
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service sales” mentioned above. Thus you will have all your 
part payment and on account sales in a second group.

The two groups combined will represent your “total sales” 
your Sales and Cost Summary. However, they will give 

you only half of the information you want, because you must 
have your “cost of sales” as well.

That is the reason we suggest getting all your papers cov
ering sales together. In order to get your “total cost of sales” 
you must “cost out” the cash receipts and invoices.

Your first group of records consists of:
1. Shop Invoice Copies covering service cash sales.
2. Duplicate cash receipts covering merchandise 

cash sales.
All your Shop Invoice Copies have a number in the top 

right hand corner, which is the number of the Service Job Cost 
Card for that particular job. If you have done the right thing, 
these corresponding Service Job Cost Cards are all together 
in your file and each one will have the “cost section” made out.

If, therefore, you then get out these Service Job Cost 
Cards and run them in the group of Shop Invoice Copies, each 
Service Job Cost Card immediately following its correspond
ing Shop Invoice Copy, you will have put together in one group 
the “cash service sales” and the “cost of the cash service sales” 
with the cost of sales immediately following its corresponding 
sale. The costing out of your cash service sales you have 
done each time before you fixed the amount of the charge to the 
customer.

Your cash merchandise sales receipts are not so com
plete, because your merchandise is (we hope) sold at a fixed 
price and it was not necessary to determine cost each time. 
Therefore you must now “cost out” these sales.

Having written in on your cash receipts as we suggested 
before, the proper description of the goods sold for cash dur
ing the month, you are in an excellent position to figure up 
“the cost to you” or “the cost of sales” of these goods. You 
need that “cost of sales” for your Sales and Cost Summary.

In the event the latter is not clear to you, let us look at it 
more closely. You sold parts and tubes for cash during the 
month and you wrote in the numbers of the parts and the 
types of the tubes; also the quantities. At the month's end 
you figure out what the wholesaler or manufacturer charged

on
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you for these parts and tubes sold C.O.D. to your customers 
during the month. You get these wholesale or manufacturer's 
prices from their invoices on which they billed you or from 
their cash receipts on which you paid them for these parts 
and tubes or similar ones. Or, if your business is big enough, 
you make up a little book of wholesaler's or manufacturer's 
prices on the goods you buy from them. Or, if you are so 
negligent a business man, which we sincerely hope you are 
not, that you lose, mislay or destroy their bills or cash receipts, 
you can call them up or write them for their prices. At any 
rate, the total of the cost to you of these parts and tubes sold 
for cash is your ‘‘cost of sales" for them on the operating 
statement.

The next thing to do then is to put “cost prices" on your 
duplicate “cash merchandise sales" receipts. This you do by 
referring to your wholesaler’s bills, price lists, or your inven
tory records.

Your second group of records consists of:
(1) Shop Invoice Copies covering “part payment 

service sales" and “service on account sales."
(2) Merchandise Sales Invoices (Shop Copy) cover

ing “part payment merchandise sales" and “on 
account merchandise sales."

All your Shop Invoice Copies will show a number corre
sponding to the Service Job Cost Card covering them. If you 
have made the correct use of the Service Job Cost Card Form, 
your cost on these sales will be waiting for you to obtain it in 
the same manner as outlined under the “cash sales" of the 
first group of records.

Again, if you have used our form and studied the preced
ing text, your Merchandise Sales Invoices (Shop Copy) will 
show the quantity and the description of the merchandise sold 
on them.

In this second group you also refer to your wholesaler’s 
billings, price lists or your inventory records.

Having done this, you will have all your sales information 
showing what you charged your customers, which is equiva
lent to your sales figure, and also the basic cost to you of these 
services and materials sold to your customers. You will have 
all this in orderly, workable form.

You are now ready to make up your Sales and Cost Sum
mary.
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Sales and Cost Summary. We have reproduced the form 
below—let us study it for a moment.

On the top you will fill in the month and the year.
On the first horizontal line you write in “cash sales” and 

begin by writing up cash sales first.
In the first column you fill in the day of the month as 

shown on your invoice or cash receipt copy by means of a 
single figure, because month and year are already shown at the 
top.

SALES AND COST SUMMARY—MONTH Or ----------- ------ IBS
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Form 784. The Sales and Cost Summary. Each sale is re
corded on this form.

In the second column you fill in the job number, which is 
the same as the invoice number on Service Jobs. In the case 
of a “merchandise cash sale” you write in that column “C.R.” 
meaning your information comes from a cash receipt dupli
cate.

The rest of the summary is divided in half by a double 
vertical line down the center. In the eight columns to the left 
of this double line enter the sales information; in the eight 
columns to the right enter the cost information, but always on 
the same horizontal line for the same invoice or cash receipt.

Writing the sales and the cost information on the same 
horizontal line, will prevent your taking in a sale without cost, 
or a cost without sale in any one month. In that way you are
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not so likely to deceive yourself with imaginary profits or 
losses. Moreover, having both the sales and cost information 
on the same papers or immediately following, it is only one 
operation to write it down, as you continue from sales to cost 
or from left to right.

When you have recorded “cash sales” continue with your 
“sales on account.”

The eight columns on each half of the balance of the 
statement are further subdivided into four parts, namely:

1. The first 3 columns for Service.
2. The next 3 columns for Merchandise.
3. The next column for Transportation.
4. The next column for Total.

Recording Service Sales. The first three columns on the 
“sales” side will register in detail what you have charged for 
service jobs during the month. If you will refer now to the 
Service Job Cost Card you will note that a heavy line divides 
it into two parts, the left hand part being marked “for billing 
purposes only” and the right hand part “cost section.” What
ever you write in the left hand section will come through on 
the Customer's Invoice and the Shop Invoice Copy. Con
versely anything you write in on the right hand “cost section” 
will not come through on the invoice copies. The carbon 
paper coming with the Service Job Cost Card pad does not 
extend under the cost section.

The reason for making this carbon paper arrangement 
is obvious. It inspires customers with confidence when an 
invoice is handed them for work done, especially when that 
invoice shows details of the amount you ask him for the job. 
That information is also important to you if you desire to 
“get a line” on your own business and therefore the billing 
information comes through on all the sheets.

The cost of material, the service and the shop expense is 
essential to you. More particularly when, having finished a 
job, you have to figure what the charge to the customer should 
be. More than likely you will, whenever possible, base your 
charge to the customer on the information contained in that 
right hand or “‘cost section,” because your charge should 
never be less than the total of your cost and always sufficiently 
more to assure a fair profit on the job.
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Your cost information should never be handed to your 
customer and therefore the carbon is cut so that anything 
written in the right hand side will not come through on the 
invoices. Incidentally, the blank space left on the invoices is 
occupied by suitable advertising copy.

Note that in addition to providing you with billing and 
cost information, the Service Job Cost Card with its duplicate 
and triplicate copies also provides other useful information.

By occasionally tabulating the answers to the question 
“How was customer obtained?” you can obtain valuable data 
for your guidance in planning your advertising and sales 
promotional program.

The space directly above the question “How was cus
tomer obtained?” provides for information especially useful 
in the service organization employing several service men, 
who may not be familiar with all the conditions surrounding 
the customers they are sent to call on nor the instruments 
they are to repair. If, for instance, “our sale” is checked, 
the employee is warned to be unusually careful not to dis
parage the instrument he is sent to work on, since it was sold 
to the customer by the shop the service man represents. If 
there is a check mark before the word “guaranteed” as well 
as before “our sale,” the employee knows that his shop sold 
the set, that the guarantee period has not expired, and that 
therefore any repairs covered by the guarantee will probably 
have to be done at no cost to the customer and that if other 
repairs are necessary they should be fully explained to the 
customer.

At the foot of the Customer's Invoice, the first sheet 
under the Service Job Cost Card, there is the question “Shall 
we phone you in six months to make an appointment to call 
and give your set its periodic ‘check-up’?” Most customers 
will answer this question in the affirmative. When you phone 
the customer six months later and remind him that you 
calling at his request he will be far more favorably disposed 
than he would be toward the usual phone solicitation.

The Customer's Invoice also provides a Customer’s Claim 
Check and a Set Identification Check. Use of these sections 
of the form is optional. Even though the size of your busi
ness is such that claim checks for the customer to present 
when obtaining his goods are not really necessary, the use 
of the check impresses the customer and reassures him, since

are
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the check serves as a receipt for the equipment he has turned 
over to you. To use the check is good showmanship, which 
is part of good salesmanship.

The check also serves as a protection to you. For this 
purpose it is well to make a note on the customer’s check of 
any damages to cabinet, missing parts, etc., so that there can 
be no misunderstanding about such matters later.

The set identification check is intended to be attached to 
the equipment. If this is not convenient, you may prefer some 
other method such as simply writing the customer’s name and 
invoice number inconspicuously on the chassis. Note that 
both the customer’s check and the set identification check are 
machine-numbered for you to correspond with the number 
on the invoice.

The “pledge” that appears just above the set identifica
tion check is designed to create confidence in you and your 
work. In the form of a window display it was first intro
duced to radio service men several years ago by RCA Radio- 
ron Division. It has proven to be highly effective and has 
been used in newspaper and other advertising by scores of 
successful service engineers.

You are now ready to begin writing up your Sales and 
Cost Summary for the month.

In the first “service sales” column on the Sales and Cost 
Summary you enter the amount charged the customer for 
service time plus shop expense. (Do not include “transporta
tion.”) In the second column you enter the amount charged 
the customer for tubes used (if any) in the service job as 
shown by the Service Job Cost Card. In the third column you 
enter the amount charged the customer for parts used (if 
any) in the service job as shown by the Service Job Cost 
Card.

If the Service Job Cost Card shows that any transporta
tion on materials used was included in your total charge to 
the customer for “service” you enter such amounts in the col
umn showing the corresponding heading, namely, the column 
preceding the “total sales” column.

Then in the last column you enter the total charged the 
customer as shown on the invoice copy.

The amounts entered on the horizontal line, so far, when 
added across should equal the amount in the “total sales” col
umn.
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Having thus entered the “sales” detail of the service job 
whose number and date were entered in the first two columns 
on the Sales and Cost Summary, you proceed to fill in the right 
hand half or the cost data on the same horizontal line.

These cost data, if you have followed instructions, as far 
as “service sales” are concerned, will be stated in detail on 
the Service Job Cost Card in the “cost section.”

From the “cost section” you pick up the item “cost of 
time spent” and enter the amount in the first column under 
“cost less shop expense” on the Sales and Cost Summary 
headed “time.” Next you pick up the cost of the tubes you 
may have supplied on the job. These costs will show under 
“materials used” in the “cost section.” If more than one tube 
is used, get the total cost of all the tubes, and enter that 
amount in the second column under “cost less shop expense” 
on the Sales and Cost Summary, headed “tubes.” Do the 
same regarding parts used, entering the total amount in the 
third cost column headed “parts.” Then in the column under 
“cost less shop expense” on the Sales and Cost Summary, 
headed “transportation on materials,” enter the cost of such 
transportation if any was incurred on specially ordered parts 
for the job. In the “total cost less shop expense” column 
enter the amount of the “total cost” shown at the foot of the 
“cost section” on the Service Job Cost Card less the amount 
of shop expense included therein. The items entered in the 
individual columns on that same horizontal line under the 
“cost less shop expense” heading, when added across should 
equal the amount entered in the “total cost less shop expense” 
column. If they do not you have not transcribed them cor
rectly or your addition is not as good as it ought to be.

When you have gone this far, you have entered on the 
Sales and Cost Summary the sale and cost less shop expense 
of that individual service job both in detail and in the aggre
gate. .

All “sales of service” whether “cash,” “part payment” or 
“on account,” together with their cost, are recorded in the 
manner described above. In other words, your Shop Invoice 
Copy tells you the number of the Service Job Cost Card to be 
used to obtain all the needed information for your Sales and 
Cost Summary both as to “sales” and “cost less shop expense.”

Be sure to restore all the Shop Invoice Copies which show 
a balance due you from your customer to your Shop Invoice
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file where you should keep these all in numerical order for 
possible future reference.

Recording Merchandise Sales. In recording ‘‘sales and 
cost” of merchandise sales, you will find that your information 
comes from two sources.

1. The duplicate “cash sales” receipts.
2. Merchandise Sales Invoices (Shop Copy).

If you have followed instructions you will have put “cost” 
on these before beginning to write up your Sales and Cost 
Summary. You will also have made up an invoice for all part 
payment or “on account” merchandise sales.

Having previously grouped these “merchandise cash sale 
receipts” and Merchandise Sales Invoice copies, you proceed 
to enter them on your Cost and Sales Summary. This pro
cedure is much simpler than that for service sales.

On cash sales, put in the date and the reference “C.R.” 
(meaning “Cash Receipts”). On the left hand side in the sec
ond three columns combined under the heading “merchandise” 
enter the sales value of the merchandise, in the proper column. 
If there is any transportation on specially ordered parts, of 
which you have advised your customer when he ordered the 
part, enter that in the column so headed. In the “total sales” 
column should be entered the invoice total of the charge to the 
customer. That total should equal the amounts entered in the 
“merchandise” and “transportation” columns if added across.

Now under the three “merchandise” columns under “cost 
less shop expense” (right hand side of summary) enter the 
cost of the merchandise sold, in accordance with the “cost” 
you have written in on your Cash Receipt duplicates. Be sure 
to enter these “costs” in the columns corresponding to the 
“sales” columns used for the transaction. Enter “transporta
tion” and “total cost.” The total of the “merchandise” and 
“transportation” cost columns when added across should 
equal the “total cost less shop expense” in the last column.

On “merchandise part payment” or “on account” sales 
follow the same procedure, except of course that invoice copies 
should be used and their number entered in the second column.

After all your sales and costs for the month have been 
entered, the vertical columns should be added. On the sales 
side the total of all the vertical columns under “sales” should

i
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equal the total of the “total sales” column. On the cost side 
they should equal “total cost less shop expense.”

If instructions have been followed as you went along you 
will then have developed the first two important figures for 
your Operating Statement namely your “total sales” and your 
“total cost” for the month.

In developing these two important totals you will also 
have provided the answer to the most important question “Is 
my income from sales more than what it cost me to make those 
sales in material and labor; did I make any gross profit this 
month?”

The answer is easily obtained now. Deduct your total 
cost from your total sales and you have it.

The next big question not yet answered is the following— 
“Were my expenses in total for the month less than my gross 
profit for the month? In other words, did I make a net profit 
this month?”

We will come to that presently. First, in order logically 
to end our discussion of sales we must deal with certain items 
arising in connection therewith and which should be dealt with 
at this time. These items come about when you do other than 
a cash business.

Accounts Receivable. In the preceding discussion of serv
ice and merchandise sales we frequently mentioned “part 
payment” and “on account” sales, describing them as sales 
for which payment in part or in full was not received at once, 
but rather at some future date. When such sales are made, 
good claims by the business against outsiders are created. The 
name given to such claims is “Accounts Receivable.”

Some simple method of following up these accounts receiv
able ought to be devised, because it is important that these 
accounts receivable be collected at the earliest possible 
ment. It is more necessary in your kind of business, because 
you deal mostly with individuals whose residence may change 
without notice, making collection difficult, if not impossible.

Therefore, as soon as a “part payment” or “on account” 
sale is made a record of the amount owing on the transac
tion should be made by you and in such a manner that it is 
easily available for reference at any time.

The “Accounts Receivable” form reproduced on the op
posite page provides a monthly record for such amounts owing 
you.

mo-

:
■
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It will be advisable to fill in the name and address of the 
customer, the invoice number, date and amount as soon as 
a "part payment” or "on account” sale is made. Please note 
that the amount written in when this first notation is made 
should be the full amount of the invoice. Thus you will always 
have a complete record of the entire transaction. When this 
transaction is a "part payment” sale, the date and the amount 
paid down upon completion of the job should be entered in the 
first two columns under "payments made,” the date of such 
payment in the first, the amount in the second column. If 
subsequently during the same month additional payments are 
made these should be entered in the other columns under "pay
ments made.”

ACCOUNTS RECEIVAOLE-MONTH. .103__

.•£H: »o»ri«cr I j
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RECORD SYSTEM

Form 781. Accounts Receivable Statement.

It is possible that at the end of the month the invoice is 
not paid in full and a balance is owing. In that case total the 
amounts in the columns "payments made” horizontally and 
subtract from the original amount of the invoice and enter 
that balance in the last column.
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This last column serves two purposes:
(1) The vertical total of the amounts in the last column 

gives you the ‘Total accounts receivable” for your 
Balance Sheet.

(2) By transferring the individual amounts to the Ac
counts Receivable Statement for the next month, in 
other words by “carrying them over” to the next 
month, you will always have all your unpaid “ac
counts receivable” on one sheet, no matter how old 
and stale they are. Moreover, the last column on 
your Accounts Receivable Statement will always 
show, at the end of any month, who owes you money, 
how much is owed to you and how old these debts 
are.

When transferring at the end of the month to the next 
month’s statement, write in on the new sheet the name and 
address of the customer, the number, date and the original 
amount of the invoice. In the column immediately following 
and headed “unpaid balance forward,” you enter the amount 
shown in the last column on the preceding month’s Accounts 
Receivable Statement. Then as payments are made you enter 
them in the “payments made” columns on the present month’s 
statement. You understand, of course, that any accounts re
ceivable paid up in full during any one month is not transfer
red to the next month’s statement, because as soon as one of 
these accounts receivable is paid in full it ceases to be one. 
There is no purpose served by carrying over from month to 
month names and addresses without any money claim to ac
company them.

Uncollectible Accounts Receivable. At the same time if 
you have to go in for Part Payment or On Account Sales, you 
probably will from time to time carry over for a period of 
time a balance on your Accounts Receivable Statement which 
you cannot collect for some reason. When it becomes apparent 
that such an account is hopeless no further useful purpose is 
served by carrying it over from month to month. It then be
comes a credit loss, an unfortunate, but sometimes unavoid
able expense of doing business. Such accounts should be 
omitted from your Accounts Receivable Statement.

To omit such accounts merely by failing to carry them 
over for another month is the smallest and easiest part. It
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must be borne in mind that the amount of such accounts 
omitted at any time becomes a loss and must be charged 
against the business.

In a business, whose records are kept on a double entry 
basis, which requires a thorough knowledge of bookkeeping, 
it is customary to anticipate such losses by adding monthly to 
the expenses of the business an amount based on the average 
monthly loss experienced by that business due to its failure 
to collect in full for all of its sales. The total of these monthly 
expenses is gathered in what is technically known as a “re
serve for loss on accounts receivable” and uncollectible ac
counts are charged against that reserve when their worthless
ness is conclusively demonstrated.

We believe, however, that our recommendation of the 
above procedure in an administrative plan designed for a com
paratively small business, whose owner is not a qualified 
double-entry bookkeeper, would be absurd for more than one 
reason.

Yet, to ignore credit losses entirely to escape the complex
ity of their theoretical and practical correct treatment would 
be overdoing the desire for simplicity, because they are unfor
tunately the sad experience of every organization which does 
business on a credit basis.

It is furthermore true that the small business suffers pro
portionately more from credit losses than the bigger organ
ization because the former’s credit policy and collecting ability 
are mostly rudimentary.

Our suggestion, repeated here, is to avoid sales on credit 
as much as is possible, consistent with your local conditions.

Secondly, if you have an uncollectible account receivable, 
omit it from your statement and in the same month add it to 
the “actual for the month” on your “Shop Expense Form” in 
the place provided for “Loss on Accounts Receivable.” Do 
this as soon as you become thoroughly convinced that there is 
no way of getting your money.

The same thing should be done when you settle an account 
owing you for less than the amount of the balance. The por
tion not collected is “loss on accounts receivable” while the 
amount collected should be entered under “payments made.”

Any money spent by you to collect the full balance owing, 
while commonly known as “collection expense” in a smaller



RADIO SERVICE BUSINESS METHODS118

business can logically be added under “expenses’' to “loss on 
accounts receivable,” because that is really what such “collec
tion expense” amounts to.

At the end of the month, when carrying over balances 
owing you on accounts receivable, scrutinize those balances as 
you transfer them and deal with the bad ones in the manner 
outlined above.

Payments Made on Accounts Receivable. If you remem
ber our advice to make out cash receipts for all cash taken in, 
you will also remember that we recommend marking your 
cash receipt slips “on account” when receiving money for 
sales previously made.

If you do this, it will make it unnecessary for you to enter 
payments made on your Accounts Receivable Statement every 
time they are made.

By saving your duplicates you can at any time and at 
your leisure enter payments made on the Accounts Receivable 
Statement, provided however, you have put on your cash 
receipts the information we suggested.

We trust you will decide to follow our instructions on 
cash receipts. If you do not follow them, entering payments 
every time they are made will soon prove to be a nuisance 
and you will oblige yourself to carry the Accounts Receivable 
Statement on your person all the time, so as to be always pre
pared. If, on the other hand, you expect to trust to memory 
you will find that like all of us, you forget amounts owing you 
as well as amounts paid you and you will be at the mercy of 
your debtors. Moreover, it is far wiser to use your memory- 
energy to carry your knowledge of the technical details of 
your profession, for it is impossible to carry your textbooks 
with you all the time.

So much for Sales and their complications.
The next subject for discussion will be the items “cost of 

time” and “shop expense.” We passed these by, assuming for 
the moment they were known quantities. In this chapter we 
reserved our discussion in order not to break the sequence of 
the text in connection with Sales and Cost Summary. There 
is another reason.

There is a very close connection between “shop expense” 
chargeable to service and expense in general. In fact, this 
“shop expense” chargeable to your service jobs is the major
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portion of expense in general. We must develop the subject 
from the ground up in order to make ourselves clear.

Before you go on with the next chapter, make sure the 
present chapter is clear to you and that you understand the 
method followed in summarizing your “sales” and your “cost.”



Chapter V.
THE OPERATING STATEMENT

Calculating the Cost of Service
The Service Job Cost Card divides the cost of each serv

ice job done in two major classes of cost.
1— Cost of Service
2— Cost of Materials

The Cost of Service in turn is made up of two elements:
(a) —Cost of the time spent, plus
(b) —Shop expense.

The first portion of Cost of Service we labeled “Cost of 
Time Spent” for the sake of brevity, because of the limited 
space available on the Cost Section of the Service Job Cost 
Card. Had space been available, we would have called it:

(A) —Cost of time spent, or wages or salary paid for
time spent directly on this job.

Furthermore, the item of “Shop Expense” is also a term 
condensed for purposes of brevity due to limited space. More 
fully and therefore more clearly expressed, we would have 
named the item:

(B) —Shop Expense, or portion of the general or in
direct expense of maintaining the organization 
which should be charged against this job in 
direct ratio to the wages or salary paid for time 
spent directly on this job.

To have man power, by itself, will not in most cases enable 
a commercial enterprise to function. There are other neces
sary conditions which must be provided for to enable the 
establishment to do business.

The cost of operating the business therefore consists of 
the cost of the man power paid out in wages or salaries plus 
the cost of meeting the other necessary conditions as paid out 
in rent, electricity and gas, telephone, consumable supplies, 
tools, equipment, insurance, taxes, etc.

These costs are incurred in the hope of at least recover
ing them out of the proceeds of goods or services sold. The
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expectation is that not only will they be recovered but that 
the operation of the business will yield enough revenue, so 
that something, a profit, will be left after all these costs have 
been provided for. This is true of the one man as well as the 
larger organization.

The man who is in business by himself wants to recover 
more than his living expenses. The larger organization wants 
to recover more than the wages and expenses it pays out. If 
the small proprietor fails to do that, he goes into debt; the 
larger organization eats up its capital.

Cost of Time. In the execution of a service job part of 
the cost of the job should be definitely known. That part is 
represented by the cost of materials used and the wage or 
salary cost of the time spent on the job.

The material or parts and tube cost is known. We say 
“should be definitely known” only as far as wage or salary 
cost is concerned, because a service man running a one man 
organization may not have a very definite or regular way of 
paying himself. He may put all the receipts of the business 
in his pocket and pay both private and business costs out of 
that same pocket when necessary. In such cases, it is prob
ably impossible to determine the “wage cost” of a service job 

. because the man has never put himself on his own payroll 
for any definite amount.

Such a service man if he wishes to benefit by our plan 
must now set a weekly wage for himself or a weekly drawing 
account. That wage or drawing account should be a sum 
commensurate with his needs, local wage conditions, and the 
amount of business he does. For example, a man doing an 
average of $50.00 per week in a smaller community, where 
his weekly personal living costs are $20.00 to $25.00 should 
not put his weekly wage or drawing account at $45.00. He 
should be reasonable and put it at any figure between $25.00 
and $30.00. If in the end more than that is left for him, he 
will get it, because he owns the entire business. If the figure 
is too high at between $25.00 and $30.00 per week he will 
soon realize that fact, because after a while he’ll not be able 
to take that sum as it will not be there for the taking. Gen
erally, the weekly wage or drawing account of the one man 
shop operator should conform to the general wage scale of 
his community in comparable occupations.

\
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Except then for the man who has not as yet determined 
upon a weekly wage, the wage or salary cost of a service job 
is definitely known, because the hourly wage rate is the 
weekly wage divided by the number of hours in the standard 
week. That standard week may vary according to locality as 
in some regions the 6-day week of 8 hours per day or the 
48-hour week is considered standard, while in other regions 
the 514-day week of 8 hours or the 44-hour week may be 
accepted as such. Elsewhere a week’s work may represent 
a greater or smaller number of hours. The American trend 
happily is toward fewer work hours per week but store 
keepers and shop employees have not advanced as far in this 
respect as industrial employees.

That hourly rate multiplied by the number of hours of 
time spent on the job makes wage cost easily determined.

Please note carefully that we advise division of the 
weekly wage by the number of hours in the standard week, 
in order to determine the hourly rate of wage or salary cost 
for use in calculating the service job cost. It is extremely 
important that you do just that. Do not at this time raise 
the objection that you do not at any time during any week 
work the number of hours in that standard week. If you are 
inclined to object, remember that the business week after week 
pays you the same amount, regardless of the number of hours 
you actually worked during the week. Any question you may 
now raise on that point will be answered in its logical order 
as we go on.

In order to enable you easily to determine your wage or 
salary cost on any job in accordance with the time spent on 
that job we make another suggestion. It is this: Always 
express fractions of hours spent on a job in decimal form, not 
in fractional form.

Suppose your Service Job Cost Card shows you worked 
job from 10.35 a. m. to 11.50 a. m. The cost would beon a

the result of 1 hour and 15 minutes multiplied by the hourly 
rate. The 15 minutes are equal to Vi hour so that your cal
culation would be 1% x hourly rate. This in turn would mean 

would have to divide the hourly rate by 4 in order to getyou
the cost of that quarter hour, and add it to the cost of the 

hour to arrive at the total cost of time spent.one
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If, however, you express the 15 minutes not in the *4 
fractional sign, but the .25 decimal sign, your calculation 
would be 1.25 x hourly rate, a straight multiplication problem.

The decimal method is superior to the fractional method 
in point of ease and time required to calculate the result, 
which is the total wage cost.

If, furthermore, you do not break the hour down in 
smaller than 6 minute periods, which means that you round the 
minutes contained in a fractional hour either up to the next 
full 6 minute period or down to the prior full 6 minute period, 
the time spent on any job if a fraction of an hour is spent 
will never be other than 6 minutes or multiples thereof up to 
54 minutes. These 6 minute periods are easily expressed in 
decimal points. Six minutes is one-tenth hour, in fraction 
1/10, in decimal .1. It is much easier and it will not make a 
material difference to consider 10 minutes as two-tenth hour 
which expressed in decimals is .2.

How slight the difference is can be demonstrated.
Assume a §30.00 per week salary for a 48-hour week, 

which is equivalent to a rate of 62 V2 cents per hour or §.625. 
Ten minutes considered as 2/10 hour would figure at §.125, 
while 10 minutes considered as 1/6 hour would figure at §.104, 
a difference of §.021 or two cents variation or inaccuracy.

We therefore recommend that you round your time to 
6-minute periods and use the following table:
6 minutes=one tenth hour or .1 covering 4 to 9 minutes

10 44 15 14
16 44 21
22 44 27 44
28 44 33 44
34 41 39
40 44 45
46 44 51
52 44 57 44
over 57 44

Thus 1 hour and 10 minutes @ §.625 per hour becomes 
1.2 x §.625 or §.75 or 75 cents. A very simple calculation.

Expressing hours in decimals also greatly facilitates add
ing the total time for one day’s service jobs. It is far easier 
to add 1.2 hour plus 1.8 hour plus .6 hour than to add the

v.

i

it12 =two
=three

44 .2 
44 .3 
44 .4 
44 .5 
44 .6 
44 .7 
44 .8 
44 .9

a18
=four
=five
=six

a24
30 <<
36 a

a42 =seven 
=eight 44 
=nine 44 
=one full

48 «
<<54
a60 441.0

*

▼
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equivalent amounts expressed in common fractions, 1-1/6 
hour plus 1-5/6 hour plus 7/12 hour. Let us try it:

1 hour—10 minutes=l-l/6 hour=1.2 hour 
1 “ —50 it =1-5/6 “ =1.8 “ 

= 7/12 “ = .6 "a35

3 hours—35 minutes=3-7/12 hours=3.6 hours

3-7/12 hours is exactly 3 hours and 35 minutes. 3.6 hours 
is exactly 3 hours and 36 minutes. A difference or variation 
of one minute in the result, but a saving in time of numerous 
minutes and a simplicity which will save you a headache. 
Therefore give this method of expressing “Time spent on job” 
in decimals, by rounding it out as recommended, your serious 
consideration.

It is also possible, particularly in a smaller organization, 
that it is not customary to figure time more closely than the 
15 minute period, as follows:

Up to 7 minutes is not considered.
8 to 22 

23 to 37 
38 to 52 
53 to 67

Where this custom prevails the difficulty in using frac
tions instead of decimal points is less and use of fractions 
may well be considered optional.

Whatever the number of hours in the standard week may 
be and regardless of use of decimals or fractions the “cost of 
time,” sometimes called “productive labor” or “direct labor” 
is definitely known and simple to calculate, providing you 
always properly and promptly make up the cost section of 
your Service Job Cost Card on each job.

“ =*4 hour or .25 hour
“ =i/2 “ “ .5
“ =% “ “ .75

“ 1.0

a

a

tt a a=1

Shop Expense Percentage. Having read as far as this 
heading “Shop Expense Percentage” you may, if yours is a one 
man organization operating from your residence, feel like 
passing by this caption. You have no shop and therefore 
it may seem that you cannot have shop expense.

Nothing could be more incorrect, because while you may 
not have “shop expense” in the literal meaning of the term,
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you nevertheless have “shop expense” in the broader sense 
in which we employ the term. You unquestionably have 
“idle time” which is time for which the shop pays you while 
you do not work on any service job. This is “time cost” or 
“wage cost” of the business which cannot be charged to any 
job because there were none to which to charge it. In other 
words, that “idle time” or “non-productive time,” because the 
business pays you for it as well as for your “productive time,” 
is an expense or a cost to the business which the business aims 
to recover. In fact, it must recover what it pays you for 
your “idle time” if it is to continue its existence.

There is, however, one only way in which the business 
can recover any of its outlays for business purposes and that 
is from its trade or customers.

Therefore, the “idle time” as well as the “time spent on 
jobs” must in some way be charged to your customers if the 
business is to recover thru its operation all it pays out.

Each service job done must carry its proper share of 
“idle time” as part of the “total service cost.”

Consequently, if you have no shop but operate from your 
home and if you have “idle time” between jobs, you have a 
certain amount of “shop expense” to apply on each service 
job done.

And, if you operate from your home, you must have 
some “shop expense” in addition to your “idle time.” Don’t 
you have a room set aside for a work shop? You need trans
portation to get you to and from your destination on service 
calls. You must have some service or test equipment, tools, 
soldering irons. You must use up some supplies in your 
service work. You must spend some money for service infor
mation, some money to get service jobs. You must use elec
tricity for light and repair or test purposes. In all prob
ability, your phone is used for service calls as well as for 
household use.

It is safe to say that whoever engages in the radio service 
business has “shop expense” whether he runs a small estab
lishment or a larger one. Possibly the “idle time” item is the 
biggest of all factors in “shop expense” but never is it the 
only factor.

In the service organization operating from its own busi
ness premises, supplied with necessary modern equipment,
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the item of “shop expense” need not be emphasized, because 
it is self evident.

The problem regarding “shop expense” is its equitable 
application to “cost of service.” Consequently, numerous 
service organizations, both small and larger ones, experience 
great difficulty in determining the result of operations be
cause the “cost of service” which is the only proper basis for 
the charge to the customer is not known and the charge to 
the customer is mere guesswork. Most often, competition 
forces down the charge to the customer. While attempting 
to meet competition, the service man suffers loss.

If, then, we can develop a method whereby each service 
job done, is made to assume its proper share of “shop ex
pense,” we shall at least have put the service engineer in the 
position where he can decide for himself, whether or not he 
will meet ruinous competition. Because, with the knowledge 
of his actual “cost of service,” and being aware of the fact 
that his charge to the customer should, at its lowest, be equal 
to the cost, he need no longer go it blindly.

“Shop expense” is variable and the amounts applied cur
rently to current jobs are always estimated, because the actual 
shop expense for the month is not known until after the jobs 
during the month have been finished, charged to the customer 
and perhaps paid for by him.

The fact that “shop expense” is applied on an estimated 
basis, therefore, makes it necessary to make a careful esti
mate. Should the estimate be too low, the result will be that 
the “service cost” fails to recover all of the cost and expense 
of the business. We all know that means loss, because the 
charge to the customer will be too low in consequence. Should 
the estimate be too high, the result may well be that the 
charge to the customer will be too high and potential business 
will be lost.

The chief difficulty in your estimate of “shop expense” 
will be “idle time.” Wages will probably be the largest 
single item in running the business and it is quite possible 
that “idle time” will be the largest single item in “shop 
expense.”

Let us assume a few items in an imaginary service or
ganization of the one man variety. We will deal with only a 
few items of expense to simplify matters. Then we will 
assume that we are service men, trying to determine what

\
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our “shop expense” probably will be for the next month, so 
that we may go ahead and make up our Service Job Cost 
Cards as we do service work during the next month.

The weekly drawing account is............................
The monthly rent chargeable to the business is..
The monthly use of supplies, solder wire, etc., is 
The monthly electric bill for the business is....
The monthly telephone bill for the business is..
The monthly automobile expense to the business is 12.00

$30.00
15.00
3.00
6.00
4.50

The items rent, supplies used, electricity used, telephone 
and automobile expense are about right. We know from past 
experience that those expenses run about that much per 
month.

Wages, however, are different. $30.00 per week for 41/? 
weeks (the next month has that many weeks) amount to 
$135.00. The great question in regard to wages is how much 
of this is going to be for “idle time,” not chargeable to service 
work directly but part of “shop expense.”

There again your experience can be of assistance, and 
thought on the matter makes you decide that out of the 216 
hours, based on a 48 hour week, you will do service work 130 
hours. You base that on an average of 5 hours per day which 
you believe you generally spent on service work in the past. 
You probably wish you had kept a record of your time spent 
on service work in the past. That would be of very great 
assistance to you now.

You estimate then 130 hours out of 216 hours as produc
tive time which leaves 86 hours as “idle time” or “shop ex
pense.”

These 86 hours, at the rate of 48 hours for $30.00 or $.625 
per hour, represent an amount of $53.75.

A summary of “estimated shop expense” for the next 
month then would look as follows:

Idle Time 86 hrs. @ .625
Rent ...............................
Supplies .........................
Electricity .....................
Telephone.......................
Auto expense..................

$53.75
15.00
3.00
6.00
4.50

12.00

$94.25Total
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This item of $94.25 “estimated shop expense” you can
not charge on your Service Job Cost Card as either “time 
spent on job” or “materials used.” Yet you must enter it 
as cost on your Job Cards so that you will not fool yourself 
in regard to the “cost of service” on which you base the charge 
to your customer in the space indicated for “services ren
dered.”

If your estimate is correct, during the next month, you 
will charge to “time cost” on your Service Job Cost Cards, 
an aggregate of 130 hours amounting to $81.25. On top of 
that, you will have to add $94.25 in “shop expense.”

Dividing $81.25 into' $94.25, you find that the latter 
amount is 1.16 or one and sixteen hundredth times $81.25.

Expressed in another manner then, we say that, based 
on your estimate for the next month and in order to make 
sure that “service cost” will include all the “time cost” and 
“shop expense,” to each $1.00 of “time cost” you must add 
$1.16 of “shop expense.” Or, “shop expense” is 116% of 
“time cost,” which is the wage or salary cost of the estimated 
time you expect to put in during the next month on service 
jobs.

If, during the next month, you spend 1 hour and 45 min
utes on a cerain service job, you would show the following on 
your Service Job Cost Card for that job:

COST OF TIME

1.75 hours at .625 per hour—amount $1.09

Total cost of time 
Shop expense 116% of above

$1.09
1.26

Total cost of service $2.35

Suppose that your estimate was entirely correct and you 
did spend 130 hours in total during the month on service 
jobs. At the end of the month you would have the following:

Time spent on jobs during month 130 hrs. @ .625 = $81.25 
Shop Expense added during month 116% of above 94.25

$175.50Total
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Against the following wages and expenses: 
Wages paid for the month 
Rent paid for the month 
Supplies used for the month 
Electricity used for the month 
Telephone for the month 
Automobile Expense for the month

$135.00
15.00

3.00
6.00
4.50

12.00

$175.50Total
This means that “cost of service” on the individual jobs 

which you figured during the entire month has taken in all 
the expense of the business, that your charges during the 
month to your customers, if you have based them on the Cost 
Section of your Service Job Cost Card, have been sufficient to 
recover all your costs, if you, at no time knowingly did a job 
for less than cost.

We trust that you will always be able to charge the cus
tomer more than the “cost of service” shown on your Service 
Job Cost Cards, because that will mean that you make a profit, 
in addition to recovering all your costs.

The example we gave, showing actual “service costs,” 
for the month exactly equaling the total wages and expenses 
for the month was made up to illustrate our point. It should 
be clearly understood that it illustrates the reasoning, whereas 
the figures used to demonstrate, agree so perfectly because 
we made assumptions which in practice seldom, if ever, occur. 
We assumed:

(1) That the estimate of 130 “Service Job” hours out of 
216 Shop hours made at the beginning of the month, 
was 100% correct,

(2) That the estimate of expenses during the month also 
was 100% correct.

In practice, there will nearly always be a difference be
tween “estimated idle time” and “actual idle time.” Seldom, if 
ever, do the “estimated expenses” equal the “actual expenses.”

Chances are, especially in a smaller organization, that 
the “estimated expenses” and the “actual expenses” will not be 
very far apart. After all, your rent, telephone, electricity, 
auto expense, supplies, etc., will be fairly constant, unless you 
rent a larger shop or use more equipment. If you do, you will 
be aware of these factors and able to construct your estimates 
accordingly.
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Not so with your estimates of “productive service hours” 
and “idle time.” It is hard to predict how business will go 
during the next month.

Suppose, for example, that all other expenses were fairly 
accurately estimated in the foregoing example, but that dur
ing the month, you had 145 hours spent on jobs instead of 130 
hours spent on jobs out of 216 total hours. You would then 
have had 71 hours of “idle time” instead of 86 hours. Instead 
of having to include in Shop Expense 86 hours at $.625 per 

• hour or $53.75 for “idle time” as estimated, your expense for 
that item was 71 hours at $.625 per hour or $44.38.

Your estimate, made conscientiously and carefully, showed 
116% “shop expense” should be used during the month and 
that is what you did use.

What will be the result of the inaccuracy of the estimate 
of “idle time” while the other expenses are about the same? 
Let us see.

At the end of the month, you would have the following:
Time spent on jobs during month 145 hrs. @ .625 = $90.62
Shop expense added during month 116% of above = 105.13

$195.75Total
Against the following wages and expenses:

Wages paid for the month 
Rent paid for the month 
Supplies used for the month 
Electricity used for the month 
Telephone for the month 
Automobile expense for the month 12.00

$135.00
15.00
3.00
6.00
4.50

$175.50
“Service cost” applied on Service Job Cost Cards in 

excess of actual cost $20.25

Your charges during the month to your Customers, if 
based on the Cost Section of your Service Job Cost Cards have 
been more than sufficient to recover all your costs, provided 
no job was charged to any customer at less than cost. This is 
due to underestimating the number of hours you expected to 
spend during the month doing service work and not underesti
mating or minimizing your expenses.
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Our advice is to bear the above example in mind—be as 
correct as possible in your estimate of productive time. In 
case of reasonable doubt, increase your estimated “idle time,” 
decrease your estimated productive “service hours.”

What will happen if you overestimate your productive 
“service hours”?

In our first example, perfect but wholly theoretical, we 
assumed that the estimate of 130 hours was 100% correct, 
for the actual “service hours” obtained during the month cov
ered by the estimate was also 130 hours.

In the second example, wholly practical, we assumed that 
145 productive hours were obtained during the month against 
an estimate of 130 hours, with favorable results.

In this third example, also wholly practical, we will 
assume 110 hours of productive hours were obtained during 
the month against an estimate of 130 hours.

What will the result be of overestimating or being too 
optimistic regarding business to be obtained in the near 
future? Assuming the other expenses to conform to the esti
mate, how will we make out under that condition?

On the basis of estimated “shop expense,” we decided to 
use 116% “shop expense” added to productive “time cost.” We 
will get the following, therefore:

Time spent on jobs during month 110 hrs. @ .625 = $68.75 
Shop Expense added during month 116% of above = $79.75

Total $148.50

Against the following wages and expenses:
Wages paid for the month 
Rent paid for the month 
Supplies used for the month 
Electricity used for the month 
Telephone for the month 
Automobile Expense for the month 12.00

$135.00
15.00

3.00
6.00
4.50

$175.50
“Service cost” applied on Service Job Cost Cards was 

below actual cost by $27.00

Your charges during the month to your Customers, if 
based on the Cost Section of your Service Job Cost Cards,
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have been insufficient to recover all your Costs, even if no job 
was charged to any customer at less than cost. This is due 
to overestimating the number of hours you expected to spend 
during the month on jobs, even while you did not underesti
mate or minimize your expenses.

Throughout these examples, we have assumed that the 
estimate of your other expenses, such as rent, electricity, tele
phone, supplies and automobile, corresponded with actual ex
penses. That, of course, is just as unlikely as estimating 
“idle time” 100% correctly.

There is, however, much more of a possibility that you 
will come closer on other expenses, than on “idle time.”

Any over or under-estimate in expenses will have the 
same basic effect as over or under-estimating “idle time,” 
except that the effect on the result is not so pronounced.

In the second example, your “service cost” applied was 
$20.25 higher than estimated, because

(1) 15 hours @ .625 or $9.37 was taken off your esti
mated “idle time” included in “estimated shop ex
pense” and became “productive” or “chargeable” 
time cost,

(2) 116% of this amount of $9.37 or $10.88 was taken 
out of your estimated “shop expense” and added to 
“chargeable” time cost,

(3) a total of $9.37 plus $10.88 or $20.25, instead of 
being expense to be borne by the business, was in
stead included in the “cost of service” recoverable 
from your customers.

In the third example, you did not recover 20 hours @ 
.625 or $12.50 in “time cost” and in addition, failed to recover 
116% of that amount of $12.50 or $14.50 in “shop expense” 
which you estimated you would recover. A total of $12.50 ■ 
plus $14.50 or $27.00.

This clearly demonstrates that arriving at the correct 
cost to the business of “service time” requires thought, and in 
the following chapter we will outline the method whereby the 
estimate of “shop expense” can be made by you with reasonable 
accuracy.

The Charge to the Customer. A word, however, regard
ing the charge to be made to the customer for service work 
done.
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We have dealt with the “cost of service” to the business. 
We have not dealt with the charge that should be made to the 
customer, because that is one of the things we cannot do for 
obvious reasons. As far as the charge to your customer is 
concerned, you must determine that yourself and much will 
depend on local conditions and competition.

The assistance we can give you is toward determining 
your real cost so that you will know the cost to the business of 
the services rendered. Furthermore, we repeat the following 
three points:

1. If the charge to the customer is less than the cost of 
services rendered, the operating result is a loss. If 
persisted in, the service organization will go out of 
business.

2. If the charge to the customer equals the cost of serv
ice rendered, the operating result will be nil. The 
service organization earning its wages and expenses 
will continue to exist but will not grow.

3. If the charge to the customer exceeds the cost of serv
ices rendered, the operating result will be a profit. 
The service organization will prosper and grow.

Our advice is then not to sell service below cost; not to 
be too liberal with free service calls and other leaders; always 
to charge at least the cost of service rendered and take a 
profit, however moderate, whenever humanly possible.

;
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Chapter VI.

THE OPERATING STATEMENT

Estimating Monthly Shop Expense
In the preceding chapter we attempted to demonstrate 

that the reasonably accurate determination of the “shop ex
pense” rate is a pre-requisite in obtaining a reliable and work
able “cost of service” on the Service Job Cost Card.

We will now analyze a little further the composition or 
makeup of “shop expense.”

“Shop expense” is the aggregate or total of all expenses 
incurred by the business which cannot be said to apply directly 
to any specific service job.

In doing a service job, material cost, time or wage cost 
and shop expense make up the cost of the job. The material 
cost is the cost of parts and tubes installed on the job to re
place worn out, defective or missing parts or tubes. Any 
parts or tubes used in this manner are installed in the repair 
job in their entirety and their cost in its entirety forms part 
of the individual job. The time spent translated into dollars 
and cents with the aid of the hourly rate is in its entirety part 
of the cost of the individual job.

“Shop expense” however covers all the jobs done and goes 
on when no jobs are at hand. It is an aggregate and is com
posed of a number of classes of expense, of which a propor
tionate amount belongs to the individual jobs. “Shop expense” 
in its entirety as it accumulates during busy time as well as 
during idle time should be borne by the jobs actually done, 
because there is no other place where this expense can be 
absorbed.

“Shop expense” in the radio service organization is sepa
rable in two major parts:

1. Idle time.
2. Other or running expenses.

In most radio service organizations the “idle time” item 
will be the largest. At the same time it will be the most 
important item in “shop expense,” because of the effect “idle
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time” has in increasing or decreasing the total “shop expense” 
to be absorbed in “cost of service.” Also because “idle time” 
experienced determines whether “shop expense” will or will 
not be absorbed in the “cost of service.” It is therefore neces
sary that we analyze “idle time” thoroughly.

Idle Time Estimated. “Idle time” for our purposes is that 
portion of wages paid by the business for time not spent on 
service jobs or other chargeable work. This is in accordance 
with the principle that all outlays made by the business for 
business purposes must be recovered by the business through 
its sales. “Service time” is directly recoverable through 
the charge to customer. “Idle time” should be recovered 
even though it is not directly recoverable. The recovery, if 
made, must be made indirectly.

In a service organization, which sells parts, tubes and 
radio, “idle time” will be the balance of wages paid out after 
the “service time” and “merchandise sales time” have been 
taken out. By “merchandise sales time” is meant the time 
consumed in selling tubes, sets, or parts not in connection 
with a service job as distinguished from time consumed doing 
repair work.

Such “merchandise sales time” however is also indirectly 
recoverable only. It cannot be charged to the sale in the same 
manner that “service time” is charged to the service job on 
the Service Job Cost Card. Recovery of “merchandise sales 
time” depends entirely on the amount of gross profit realized 
on the sales of merchandise.

Determination of “merchandise sales time” in a service 
organization will require numerous notations of small periods 
of time, if merchandise sales occur often. If they occur seldom 
the total of “merchandise sales time” will be small; perhaps 
the time required keeping track of it and making notations 
will be more than the “merchandise sales time” itself.

The individual operator who wishes to keep track of this 
“merchandise sales time” can do so. We do not recommend 
it, unless such time monthly runs into an appreciable number 
of hours. This does not seem possible.

The average merchandise sales for the year 1935 of tubes 
and parts was $436.00, of which $162.00 is for parts and 
$274.00 for tubes, according to information supplied by 743 
independent service engineers from 41 states.

)

i
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The monthly average total, according to reports received, 
is $36.33 per month, being $13.50 parts and $22.83 tubes per 
month. Therefore, the form we provide for recording of 
chargeable “service time” has some blank columns which you 
may use for “merchandise sales time” if you wish. The only 
column we will use on the Daily Chargeable Time Report form 
is the first column marked “chargeable time.”

All wages paid in excess of “service time” we consider 
“idle time,” while a provision for “gross profit on merchandise 
sale” is made in the “Shop Expense” estimate.

While we speak of “idle time” we do not mean time spent 
in idleness such as reading the paper, or standing around 
doing nothing. It is quite possible that “idle time” will be 
fully occupied in cleaning the shop or store, maintenance of 
equipment or perhaps reading up on service notes or informa
tion. It is described as “idle time” from the viewpoint of 
direct earning capacity. While these other activities are 
worthwhile they cannot be recovered directly through charges 
to anyone.

It is true that it may be of interest to the proprietor to 
know how much time is spent in such “idle time” occupation. 
Nevertheless, further sub-division of “idle time” would com
plicate this scheme to the extent of making it useless for the 
greater number of small service organizations. If such fur
ther detail is wanted the business can provide it by hiring a 
competent double entry bookkeeper.

Our present problem is to decide how much of wages paid 
is “idle time” expense and should be regarded as “shop ex
pense.” It is also necessary that the answer to the problem 
be sincere and not a mere, wild guess. In the preceding 
chapter we demonstrated that very clearly.

It is therefore desirable to develop some method whereby 
“idle time” can be estimated month by month in a logical 

As long as there is no method to the manner inmanner.
which we make our estimates of “idle time,” they will con
tinue to be guesses based on memory, which at best is inaccu
rate and most times entirely unreliable.

Estimates, when worthy of the name, are nearly always 
based on past experience adjusted to present known condi
tions. The service organization then which has had, up to 
this time, some method of reliably recording its “service time”
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has built up a record of past experience which will be of help 
in building up estimates of “shop expense.”

The longer the period covered by this record of past 
“service time” the more accurate will be an estimate based 
upon that record.

For the benefit of those service organizations which have 
so far not kept any records on chargeable “service time” we 
have prepared two forms, both of which can to advantage be 
adopted by all service organizations. The first form, called 
the Daily Chargeable Time Report, is shown below.

r
\
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Form 778. Daily Chargeable Time Report.

Daily Chargeable Time Report. The form is designed to 
record the chargeable time of the individual owner or em
ployee. Where more than one person is employed, a form for 
each person should be used each month. The heading is self- 
explanatory.

i
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Many radio service shops are open for business more 
or less than 8 hours and more or less than 6 days per week. 
We do not intend to prescribe or regulate the work hours of 
the radio service industry. The use of the 48 hour week in 
determining hourly rates is advisable, because the Ameri
can trend is toward the 48 hour week and perhaps towards 
the 44 hour or even 30 hour week. Since some service engi
neers are on call any time during day or evening it may per
haps be impractical or impossible to make the 8 hour day a 
reality for 6 days per week. On the other hand there is no 
good reason to concede that the service engineer is more of 
a wage slave than his fellow citizens. Finally we surmise that 
few service engineers find it possible to regularly put in 48 
service hours per week in gainful activity. If we are wrong, 
then the radio service industry is far more prosperous than 
its members generally claim.

However, use the 48 hour week or whatever other num
ber of hours agrees with your ideas. Our emphasis is on the 
method, not so much on the number of hours.

The Daily Chargeable Time Report is divided by a 
double vertical line into two parts and the left hand side is the 
important part of the report.

Under the subheading “chargeable time” we find two col
umns, one marked “day” underneath which the days of the 
month are listed. Year and month are not necessary here, 
because they are provided for in the heading.

The second and wider column of the left hand pprtion is 
headed “totals from Service Job Cards.” By this is meant that 
you obtain these totals from the cost section of the Service 
Job Cost Cards covering the jobs for that day by adding 
together all the hours and all the amounts shown as “total 
cost of time” for the day. Be sure not to take the amounts 
shown on Job Cost Cards as “total cost of service” because 
those amounts include “shop expense” and we are interested 
in “cost of time” only.

If that is done for each day during which service work 
chargeable to customers was performed, then, at the end of 
the month by totalling the “hours” and the “amount” columns 
you will get the “actual chargeable time” for the month.

The amount of this chargeable time is then entered on the 
second form, described and illustrated on page 140.
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Monthly Chargeable Time Summary. This form has six 
columns, five of which are for your entries.

The first column lists the months individually and cumu
latively or “year to date.” In column 2 you must enter the 
total wages earned during the month, because that represents 
the entire “wage or salary cost” to the business. Be sure to 
enter wages earned during the month and not wages paid. At 
times these may be the same, but mostly they will be different.

i

oo
MONTHLY CHARGEABLE TIME SUMMARY

IN__ CUMULATIVETEAR t*

U«C ACTUAL newt! ONLY
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Form 779. Monthly Chargeable Time 
Summary.

To column 3 you transfer the total amount of chargeable 
time for the same month from the foot of the form called 
Daily Chargeable Time Report.

Having filled in columns 2 and 3, the amount in column 
4 is the difference between column 2 and column 3, and equals 
the “idle” or “non-chargeable time.”

You make the necessary division and arrive at the per
centage for column 5, which is the actual percentage of “idle 
time.”
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As soon as you have entered the second month on this 
form you add the amounts in columns 2, 3 and 4 and obtain 
“wages earned,” “chargeable time” and “idle time” for the 
year to date, in so far as you have made records of charge
able time.

We say this because you may start keeping records in 
May and therefore not be able to state any “year to date” 
results until the end of June.

As soon as you have a “year to date” result you calculate 
the percentage for the “year to date” and enter that in col
umn 6.

Never add up either columns 5 or 6. Such addition has 
no meaning and can produce no useful result. As a matter 
of fact percentages in column 6 as developed are the result 
of combining the percentages shown in column 5.

We have developed the form Monthly Chargeable Time 
Summary and advise the calculation of the “year to date” 
percentage for the purpose of estimating “idle time.” A “year 
to date” percentage is more significant and useful. And the 
only reason for developing the two forms for the recording 
of time is to have a useful aid in estimating future “idle time” 
as the major part of “shop expense.”

We attempt to arrive at a method whereby “shop ex
pense” can be estimated and used during an entire business 
cycle. Radio servicing is more or less seasonal. The result 
is more “idle time” in summer than in winter. Consequently, 
actual “shop expense” in summer may be greater than in 
winter, due to increased “idle time.”

A service organization basing its cost on “idle time” im
mediately preceding will have greatly varying rates of shop
expense.

If that organization adopts our cost-finding method and 
bases its current charges to customers on current costs, it 
will have to charge considerably more for a job when done 
in summer, than it charged for the same job done the preced
ing winter or early spring. This can be avoided by using an 
“idle time” percentage based on a complete business cycle.

The “idle time” percentage should be developed over the 
entire business cycle, covering the four seasons or the entire 
year in order to insure constant “cost-of-service” levels and 
constant “charge-to-customer” levels. We therefore strongly
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recommend the keeping of both forms, the Daily Chargeable 
Time Report and the Monthly Chargeable Time Summary for 
the year.

In your monthly estimates of “idle time” for “shop ex
pense” rate purposes always use the “year to date” percent
ages, as soon as available. You will have to adjust them until 
you have developed a “year to date” percentage covering a 
period of twelve months. The adjustment you must base on 
what you know lies in the immediate future.

You may have started your Daily Chargeable Time Report 
in April and arrived at an actual percentage for that month. 
You have to decide your “shop expense” for use on your Serv
ice Job Cost Card during May. In that case you take the 
actual April percentage of idle time during April. If you 
know that service work falls off during May, you know that 
you’ll have possibly a greater “idle time” percentage during 
May than you experienced in April and you try to set your 
May percentage accordingly. If you expect to do without your 
helper in May, while you employed him during all or part of 
April it is possible that your May percentage of “idle time” 
will not be greater than the April percentage in spite of an 
anticipated reduction in jobs obtained.

At the end of May you will know your actual percentage 
of “idle time” for the month. Entering this also on the 
Monthly Chargeable Time Summary you will be able to figure 
your “year to date” percentage, which will be the percent
age resulting from the combination of April and May. That 
again serves as the basis for your June estimate of “idle 
time,” which you again attempt to adjust for July in accord
ance with your knowledge of your business.

By the time you reach the end of December, if you have 
done your paper work right you will have developed a “year 
to date” actual “idle time” percentage as the net result of 9 
months operation. That percentage of “idle time” begins to 
approach the fair standard for your business and may serve 
with minor adjustments in determining “shop expense” rates.

At that stage you should not consider it advisable to dis
continue keeping your time records. In fact we believe that 
they should be kept up as a check on your business. It is quite 
possible that your business may prosper and the “idle time” 
percentage becomes gradually smaller. To know beyond a
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shadow of doubt that such is the case is extremely worthwhile, 
because the knowledge may enable you to safely meet competi
tion should it ever become necessary. This knowledge will 
also enable you to determine the extent to which you can go 
in meeting competition without loss. If, on the other hand, 
you see a gradual increase in your “idle time” percentage it 
will serve as notice to you that you must increase your shop 
expense percentage in order to keep your cost on an “actual 
level.” That may result in the necessity of increasing your 
charge to the customer, if conditions will permit. Otherwise 
it may serve as notice on you to hustle more business and thus 
increase your chargeable time.

Your First Idle-Time Percentage Estimate. If you decide 
to start the foregoing time records, you will not have the “idle 
time” percentage of the preceding month at the start for use 
in your “shop expense” rate estimate for the next month. If 
however you want to make immediate use of the cost section 
of your Service Job Cost Card you must estimate the “shop 
expense” rate to be used and therefore estimate your “idle 
time” percentage for the first month without the benefit of an 
existing time record.

You must therefore draw upon your memory and use any 
business papers which you have that can be of any help to you 
in deciding how much of your time during the preceding month 
was “chargeable time” and how much “idle time.” There 
should be no difficulty in recalling the amount of wages earned 
during the preceding month.

Assume today to be April 1, 1936. During March there 
were four (4) full six day weeks and two extra days. If your 
salary or drawing account is $30.00 per week, wages earned 
during March were 4 1/3 times $30.00 or $130.00. The diffi
culty now is to divide that more or less correctly into “charge
able” and “idle” time.

In March the number of shop hours, if based on a 48 hour 
week were 4 1/3 times 48 hours or 208 hours. You estimate 
your “chargeable time” at 125 hours which is 60% of 208 
hours. Therefore your “idle time” is 83 hours or 40%.

60% of $130.00 = $78.00 was “chargeable.”
40% of $130.00 = $52.00 was “idle time,” and became 

a part of “shop expense” to be absorbed in “service cost.”



144 RADIO SERVICE BUSINESS METHODS

By this method, and substituting your own figures, you 
arrive at “idle time” for use in your first estimate of “shop 
expense.” Subsequently if you use the two time forms (Forms 
No. 778 and No. 779), the forms will give you actual figures.

Idle Time of Part Time Service Operators. Some service 
men do service work as a sideline, having more or less regular 
other employment. If such service work is done merely for 
the sake of augmenting the income from regular employment, 
the question of “idle time” becomes highly debatable and its 
determination a difficult task. To calculate “idle time” ex
pense there must be a fixed work-hour week and a regular 
weekly compensation.

Lacking both these elements, the determination of “idle 
time” for the purpose of estimating the “shop expense” ratio 
to be used in determining the “cost of service” on service jobs 
becomes a difficult problem. In fact, for such service men, 
there is no ‘“idle time expense” because they do not operate 
in a regular manner.

In fairness to those whose livelihood depends on their 
service business, however, men doing service work in their 
spare time should be careful to charge for such work in con
formity with local standards.

It is not impossible that the part-time service man some 
day will want to set up as a full-time service engineer. If, in 
the meantime he has established himself on an unfair, low 
scale of prices, he will find it impossible to hold his trade or 
to increase it when it becomes necessary for him to get prices 
commensurate with the “cost of service” he renders as a full
time service man.

If, as a part-time operator, he devotes his evenings and 
Saturdays to service work, he should take as his standard 
week the number of hours of his spare time during the week. 
Taking this spare time as from 6 P. M. to 10 P. M. daily for 
5 days and 8 hours on Saturday, he would have a 28 hour 
week. His compensation should be figured at the hourly rate 
for a competent service man in his locality.

He should be honest with himself in determining “idle 
time” on that basis. This “idle time” then will be considerable 
and help to raise the “cost of service” for the few jobs he does. 
His charge should be based on his cost.
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If he does the foregoing, and also includes his actual 
expenses in his “shop expense,” he will not be guilty of at
tempting to ruin the local radio service trade, which at any 
time majr become his one and only means of livelihood.

Running Expenses Estimated. The “shop expense” ratio 
should cover not only “idle time” but also the “running ex
penses” of the business.

These expenses for the greater part do not present the 
difficulty inherent in the determination of “idle time” because 
they are more or less the same from month to month. It is 
therefore easier to estimate them fairly accurately. The chief 
problem often is to determine the portion of such expense 
directly applicable to radio service.

In organizations doing nothing but radio service work 
and furnishing tubes and parts in connection therewith only, 
occupying separate busines premises, all expenses become part 
of “shop expense” applicable to radio service work.

In organizations as mentioned above which also have 
“merchandise sales” of tubes, parts and an occasional radio 
we feel that for simple cost purposes all expenses should 
become part of “shop expense” and an adjustment to “shop 
expense” should be made for gross profit realized on mer
chandise sales, providing however that the organization is a 
service organization having occasional merchandise sales and 
not a merchandise organization having an occasional radio 
service sale.

We confine ourselves in this book to the problems of a 
business primarily a radio service organization which may or 
may not have merchandise sales of secondary importance. A 
survey has shown that radio servicing is carried on chiefly by 
service organizations and that radio dealers with service de
partments represent only 15% of those engaged in the radio 
service industry.

In service organizations set up to render automotive elec
trical and radio service the methods of this book apply, as long 
as “service” is the major item of stock in trade. Such organi
zations, almost without exception, have separate business 
premises and all expenses not directly chargeable against 
specific jobs become part of “shop expense.”

In the case of a service business carried on in the resi
dential premises of the owner, running expenses should be

I
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divided whenever such expenses cover the home as well as the 
shop. In estimating “other” or “running expenses” the ques
tion is not so much as to the amount of such expenses but as 
to the portion that should be considered as “shop expense.”

We have provided a monthly Shop Expense Rate form 
(Form 776) which is reproduced on this page. The first 
major item is “idle time expense” with which we dealt fully 
heretofore.

The first item under “other expenses” is “floor space.”

Form 776. Shop Expense Rate Form.

Floor Space Estimated. If you have separate business 
premises, in the column headed “estimate for month” you 
enter the amount of your monthly rent or one-twelfth of the 
total of your yearly carrying charges, maintenance, taxes and 
water rent if you own the premises.

If you are buying through a building and loan association, 
or on a reducing mortgage plan, be sure not to consider as 
expense your monthly or yearly reduction of principal. Pay-
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ing $20.00 a month on 10 shares of B. & L. stock means that 
you pay $10.00 to reduce the B. & L. mortgage and $10.00 for 
interest. Your expense is only $10.00 not $20.00. The same 
holds true on a fixed reducing mortgage plan. Consider this 
when you figure your yearly carrying charges, etc.

The above applies when you have separate business prem
ises entirely occupied by your service business. If you rent 
out any portion to somebody else, your expense for floor space 
should be reduced by what your tenant pays you for his floor 
space.

If you are among the 27% of service engineers who carry 
on their service business from their residence, your floor 
space expense chargeable to “shop expense” should be a cor
rect portion of the monthly rent or, if you own your residence, 
a correct portion of your carrying charges, maintenance, water 
rent, etc.

We advise a correct portion meaning thereby that the 
floor space charge to the business should be reasonable com
pared to the rent or charges on your entire residence.

If you use one third of your home you should not charge 
the business one half or two thirds of the entire rent or
charges.

You take your weekly wage or drawing account and your 
personal expenses should be paid out of that. It is far wiser 
to increase your weekly salary or drawing than to charge the 
business with your living expenses under the pretense that 
they are part of your “shop expense.”

Electricity and Gas Estimated. For separate business 
premises your monthly expense for this item should be easily 
estimated because you get bills for these services regularly.

In estimating, it should be remembered that winter or 
summer make a difference and that your consumption of elec
tricity has a direct relation to the amount of work to be done 
or your “idle time” percentage.

If you work from home and there is only one meter for the 
entire premises you will have to split your expense between 
personal and “shop expense.” It ought not to be extremely 
difficult to arrive at a fair division. As an expert on electrical 
devices contained in a radio set, knowing the power consump
tion of your equipment and soldering irons and the amount of 
use made of them, as well as the power of the bulbs used in the
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home part of your residence, a proper division of cost of 
electricity cannot present a serious problem to you.

Telephone Estimated. The telephone bill is a good guide 
to use in estimating this item. If, as is often the case, you 
advertise in the telephone directory, that amount on the bill 
representing the telephone company's charge for advertising 
as distinct from telephone service rendered, should be consid
ered by you as “advertising" and combined with that item on 
the Shop Expense Rate form. In the case of residential busi
ness premises a division should be made.

Small Tools and Supplies Estimated. In your service work 
you use small tools, such as screw drivers, alignment tools, 
soldering irons, tweezers, etc., which have to be replaced from 
time to time, due to loss or damage. You also use supplies 
such as solder, wire, etc. Such items are too small to capitalize 
as equipment and to depreciate over their useful life. In fact, 
the useful life of screw drivers and tweezers is almost unlim
ited and replacement is mostly due to loss.

In a year’s time the cost of such tools and supplies may be 
considerable and by taking care of a little each month as an 
item of shop expense, you will make sure that your “cost of 
service" as a basis for the charge to the customer provides 
for the recovery of such necessary business expenses.

Automobile Expense Estimated. Replies to a questionnaire 
show that almost without exception persons engaged in the 
radio service industry have an automobile, whether car or 
truck, which they use either entirely or partly for service 
work. Furthermore, few of these automobiles are used for 
service work entirely. In fact, less than 5% (five percent) 
are used for service work exclusively.

Therefore in 95% of the cases of ownership of automo
biles by service organizations the expenses in connection with 
them must be divided into “shop expense" and personal ex
pense.

How can that be done best? Of course the answer is not 
simple, but if made on a mileage basis it is likely to be more 
reliable than any other way.

In other words, if it is possible to know the number of 
“business miles" the automobile runs and the cost of each mile, 
the problem will be solved. “Automobile expense" to be added
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to the “shop expense” would then be a multiplication of the 
number of business miles run by the cost per mile.

The number of business miles can be determined with a 
little work, the cost per mile with a little thought and research.

Let us first look at the cost per mile and set up a hypo
thetical case, as nearly average as we can make it.

A service man owns an automobile of the following de
scription and characteristics:

Cost less trade in allowance, including finance
charges ............................................

He expects it will last him....................
Mileage per gallon of gasoline..............
Grease and oil every..............................
Registration and driver’s license yearly
Garage expense per month....................
Repairs and tires per year....................
Insurance: P. L. & P. D. per year........
Insurance: Fire, Theft, Tornado, etc. ..
Yearly mileage ........................................

What is the cost per mile of running that automobile? 
Any man who owns a car can set up the above figures for his 
own automobile and determine the cost per mile.

Automobile expenses may vary. Some may be mentioned 
here which you, as an individual, do not incur. For example, 
you may not carry any P. L. & P. D. insurance on your car 
feeling that you cannot afford to insure it. The fact is that 
you cannot afford not to insure your car, because one accident 
may result in considerable court costs, attorney’s fees and a 
judgment for damages against you. Should that happen, you 
will work for a long time for the benefit of the person holding 
the judgment, which means that person will get all your earn
ings over and above a certain amount until judgment is satis
fied or compromised by cash payment. However you may be 
one of many who consider such insurance a waste of money, 
and you do not carry it.

Possibly you may not want to carry fire, theft or pilfer
age insurance on your car and its contents on the strength 
of the fact that your car, never having been stolen or tam
pered with to date, is never going to be tampered with. Your 
oscillators, oscillograph, your testers and meters, your tubes

___$400.00
........3 years
___15 miles
. . 1000 miles
........$15.00
..........$4.00
........$60.00
........$40.00
........ $12.00
16,000 miles
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have never been stolen so therefore the likelihood is that they 
never will be. Let us hope that no car thief will ever steal 
your car, your equipment or your customer's radio, while you 
stop on the way to the shop to make a service call. If he does, 
you'll wish you had insured against that contingency.

If you do not carry insurance, your cost per mile will be 
less. If you leave your car on the street or in the alley day 
and night you have no storage charge. Probably your repair 
bill will be higher or you'll have to charge up parking fines. 
If your car runs 25 miles on a gallon and you never change the 
oil but only add a quart now and then, your expense will be 
less for the moment, but your car will not run so long nor so 
well. There is such a thing as being “penny wise and pound 
foolish.” No real busines man should fall into that error.

Any expenses mentioned in the tentative list given previ
ously which you do not incur, should be omitted when you 
calculate the cost of running your car a mile. Some expenses 
not mentioned in that list you may incur and these should be 
added when you calculate the cost per mile. But all the ex
pense you actually incur should be included.

Let us then figure the estimated cost per mile on the basis 
of our hypothetical figures.

Cost of running and maintaining automobile for one year
$213.40 

16.00
24.00
48.00
60.00
40.00
12.00

16,000 miles at 15 miles per gal.—1,067 gal. @ 20c = 
Greasing every 1,000 miles @ $1.00 per job =
Oil change 6 qts. per 1,000 miles @ 25c per qt. =
Garage at $4.00 per month =
Repairs and tires per year =
Insurance P. L. & P. D. per year =
Insurance Fire, Theft, Tornado, etc., per year = 
Cost of automobile 
Trade in value after 3 yrs.' use

$400.00
75.00

Depreciation for 3 years $325.00, 1 yr. = 108.34

Total cost for 16,000 miles per year $521.74
Estimated cost per mile, $521.74 divided by 16,000 = 3.26 cts.

We thus have rather quickly arrived at a fairly accu
rate cost of each mile run.
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If you will use a little book and make notations of these 
various expenses as you go along and keep track of gas, oil, 
greasing and repairs you’ll soon be able to test the accuracy of 
this cost per mile. Some gasoline companies provide such 
little books free on request.

If at the same time you will do some speedometer reading 
and recording, checking up on total miles run, and business 
miles run, you will have the other factor of “miles run” to help 
you calculate the “auto expense” of the business.

In setting up your estimate for “shop expense rate,” 
base the number of miles on past experience, modified to meet 
the coming month as much as possible and use the cost per 
mile to arrive at the amount.

Transportation Estimated. This classification is set up to 
take care of express, parcel post or other delivery expense on 
the merchandise you purchase for resale. It is unlikely that 
your expenses under this heading will be a considerable amount 
and it is possible that they occur so infrequently that they can
not be estimated with any degree of accuracy. If such ex
penses do occur you should make the best possible estimate of 
them monthly.

Advertising Expense Estimated. Nearly all service engi
neers advertise in some way or other. The yearly amount 
expended on advertising is considerable, in comparison to 
income from sales. Therefore in estimating shop expense 
each month the average monthly advertising expense should 
be included. It will be more advantageous to use the average 
monthly amount in your estimates even though you may not 
advertise each month. Try to arrange your estimated adver
tising so that the total of the averages used in estimates over 
a year will equal the actual advertising expense.

Service Information Estimated. If you subscribe to serv
ice publications, purchase technical books or periodical pub
lications, the estimate should be made to include such expenses.

If the yearly cost of these items is small, you can safely 
estimate on them as they occur and need not spread them out 
as evenly as possible over the year. If the yearly cost is con
siderable, compared to your expenses under other classifica
tions, your estimate for “service information” should follow 
the method of your estimate on “advertising.”

5
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Possibly you incur expense in connection with attending 
service meetings. Possibly you are a member of an association 
of service engineers. Expenses and dues in connection with 
associations are part of the cost of doing business and they 
should be included in your “shop expense” estimate.

Depreciation of Shop Equipment Estimated. All service or
ganizations have shop equipment, some more, some less, All 
service engineers agree that such equipment has a distinctly 
limited useful life. But not all service engineers agree on the 
length of that useful life.

The fact however that, without exception, service men 
are aware of the depreciation and obsolescence factor inevit
ably connected with shop equipment makes it clear to all that 
the expense of doing business is not fully stated unless it in
cludes an acknowledgment of this factor. It was discussed 
in Chapter II under the heading “Equipment and Its Depre
ciation.”

In order to give effect to depreciation and obsolescence 
of shop equipment you should make a memorandum which 
contains:

1. The descriptions and original cost of your shop equip
ment.

2. The estimated useful life at the time of acquisition.
3. The yearly and monthly depreciation to be charged to 

“shop expense.”
4. The date of purchase.
5. The remaining period over which “shop expense” is 

to be charged monthly with depreciation of shop 
equipment.

For example:
In July 1935 you purchased a piece of test equipment for 

$80.00. You estimate its useful life to be 5 years. Yearly de
preciation on this one piece of equipment will be $16.00, 
monthly $1.33.

The present date is April 25th, 1936, and you are going 
to make your first estimate for the month of May, 1936. 
Therefore 9 months have elapsed since purchase and 4 years 
and 3 months remain of its estimated useful life. Therefore 
for May 1936 to and including July, 1940, your monthly esti
mate should include $1.33 for “depreciation of shop equip
ment,” on that piece of test equipment alone.
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Do this with all your shop equipment and you have 
constructed a schedule of depreciation.

Should any piece of equipment become obsolete before the 
end of the period of its estimated useful life has been reached, 
all of the depreciation not yet taken up in “shop expense” 
should be charged in the month in which the equipment passes 
out.

Should the piece of equipment be still usable at the end 
of the period of its estimated life, you would continue its use 
but must not charge up any more monthly depreciation. Do 
not knowingly over-estimate or under-estimate the useful life 
of your shop equipment. Depreciation of the business auto
mobile is included in the cost per mile under “automobile 
expense.”

Insurance Estimated. Insurance included as such under 
“shop expense” should take in all insurance carried by the 
business, except insurance on the automobile which is in
cluded in the “cost per mile” and insurance on the business 
premises, if owned, which is included in “floor space.”

Naturally a man whose shop is located in his residence, 
should not consider insurance of his household effects as a 
business expense. Neither should any proprietor consider in
surance of his own life a business expense.

Fire, flood, tornado, sprinkler leakage and pilferage in
surance on the stock in trade and the shop equipment, work
men's compensation, owner and tenant liability, elevator in
surance and any other occupational coverage is an item of 
“insurance” in “shop expense.” You will do well to list your 
insurance policies, premiums paid or payable, the “term,” 
which is the period covered by the premiums, and the monthly 
expense of carrying the insurance.

When starting to estimate “shop expense,” eliminate the 
expired portion and line up the unexpired premium over the 
remaining term of the policy, in the same manner as you treat 
“depreciation of shop equipment.”

For example. In July 1935 you took out fire insurance 
for a three year period at a premium of $36.00. By the end 
of April 1936, nine months have expired and therefore $9.00 
of the premium has been used up. $27.00 remain to be charged 
monthly to “shop expense” over a 27 months period. There-
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fore for May 1936 up to and including July 1938 your “insur
ance expense” for the fire policy will be $1.00 per month.

Make a memorandum covering all your policies and ar
rive at your monthly total charge. Be sure not to continue 
charging “insurance” for policies that have expired. When 
you renew policies, cross out the old ones and write in the new 
policies.

Taxes Estimated. The monthly amount for taxes should be 
one-twelfth of the total yearly taxes you pay or expect to pay. 
This item should include only taxes levied on your business 
by the municipality, county, state or Federal Government. 
Remember that real estate taxes are included in “floor space,” 
if you own your premises and, therefore, should not again be 
included here. Any taxes in connection with the automobile 
used for service must be included in “auto expense” and taken 
up in the “cost per mile” which you use to determine “auto 
expense.”

Taxation methods vary so much in different states that 
it is not possible to cite examples. The general principle to 
be observed is that only business taxes not elsewhere included 
in your “shop expense” classifications should be entered under 
“taxes.”

Loss on Accounts Receivable Estimated. This item hasbeen 
fully dealt with in Chapter IV under “Uncollectible Accounts 
Receivable” and the manner of treatment recommended in 
connection with credit losses is outlined in detail.

Loss on Inventories Estimated. If at any time parts or 
tubes in inventory are in danger of becoming unsaleable and 
therefore worthless, the amount should be entered under this 
classification, provided however that at a prior time value was 
ascribed to these parts for balance sheet purposes, or that they 
were purchased since you started keeping records. If no 
value ever was ascribed to them, no loss can result from their 
unsaleability and no expense caused by it.

Larger organizations may find it advisable through anal
ysis of inventory on hand and the recollection of past experi
ence to add to “shop expense” each month under this classifica
tion an estimated amount which when taken in total at the 
end of the year will be sufficient to cover the prior valuation 
of stock found to be worthless at that time.
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Most service organizations, however, will not carry 
stocks of radio tubes or parts sufficiently large to warrant the 
practice of providing for inventory losses.

A periodical survey of the stock in trade in inventory 
should be made to judge its saleability. The result of these 
surveys should determine the advisability of adding Loss on 
Inventories to Shop Expense estimates. This item has previ
ously been discussed in Chapter II under Inventory of Stock 
in Trade.

f*
Miscellaneous Items. You will note that five blank lines 

have been ruled on the Shop Expense Rate form following the 
item Loss on Inventories.

These blank lines are for your use if desired. Possibly 
you may have recurring expenses for which no title has been 
provided on the form and which you may desire to show. The 
blank lines are provided for that purpose.

;
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Chapter VII.

THE OPERATING STATEMENT

Determining the Shop Expense Rate and 

Checking It
The aggregate of the expense items discussed so far 

stitutes the total “shop expense” in a service organization sell
ing radio service and handling tubes and parts needed in its 
repair or test jobs, because we have previously decided, for 
simplicity’s sake that tubes and parts so handled are an ele
ment of service sales.

In a service organization which also sells radio, tubes and 
parts as a “merchandising” proposition, the expenses enumer
ated heretofore in the aggregate are more than “shop expense” 
only. A certain portion of nearly all of these expenses would 
apply to the merchandising activity of the organization. Some 
of the “idle time,” floor space, the electricity, the telephone, 
the automobile, and the advertising expense must be due to 
the merchandising activity, because it is carried on by the same 
people who do the servicing and it is housed in the same 
premises in which the shop is located.

con-

Should Shop Expense Be Sub-Divided ? If we were follow
ing the theory of record-keeping it would become necessary 
to divide all these expenses individually between service sales 
and merchandise sales. This would have to be done each 
month in order to arrive at an estimate for “shop expense” 
on the one hand, and “selling expense” on the other hand, the 
two added together equaling the “total expense.”

Since doing the foregoing will greatly increase the work 
as well as the complexity of arriving at the “shop expense” 
rate, so much perhaps that it might cause the service engi
neer to abandon the idea of doing anything constructive 
towards working up his real cost of business, we have again 
sacrificed theory to practicability in this instance. Any sound
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basis for dividing the expenses between service and merchan
dise sales would be hard to determine. An arbitrary basis 
would be open to as much justifiable criticism as the decision 
not to make the division.

What would be a correct basis for dividing floor space 
expense, when the stock rack holds parts used in service sales 
as well as merchandise sales and the counter is used for both? 
How would you divide electricity when the bulbs used provide 
light for both activities? How about telephone expense, ad
vertising, automobile expense? But more than that, what 
about the time spent on merchandise sales?

Any method of division, pro-ration or allocation of these 
expenses between service and merchandise can, in the aver
age service organization, at the very best, be only very arbi
trary and a most unsupportable guess.

The Practical Answer. In the average service organiza
tion any allocation of service and merchandising costs is not 
worth the fictitious result obtainable and most decidedly does 
not compensate for the complications which inevitably must 
arise with it.

Nevertheless, it must not be overlooked or disregarded 
that merchandise sales as well as the service activity of the 
business are subject to the expense of doing business.

The foregoing is stated with the average service organi
zation in view. There are some organizations whose main 
activity is the merchandising of radios, parts and tubes, with 
radio service as a minor consideration. In such organizations 
the problem of allocation of expense, of course, is reversed.

Where merchandise sales are the smaller part of activity, 
the fact may not be fully considered that merchandise sales 
nevertheless have an important bearing on “shop expense.” 
Their effect is wholly determined by the principle employed in 
making merchandise sales. That principle must be based on 
the fact that merchandise sales made at correct prices ease the 
burden of “shop expense,” while such sales made at incorrect 
prices will add to that burden.

The Expense Factor in Merchandise Sales. Quite often, in 
an organization where radio service is the chief activity, tube 
sales may be made to serve as a stimulant to service sales.

t

)



159THE OPERATING STATEMENT—SHOP EXPENSE RATE

Offers to sell popular types of tubes at low prices are made to 
attract customers, on the theory that while the tubes are sold 
at cost, service jobs will be obtained on which a profit can be 
realized.

The cost of the tubes thus offered is taken to be the whole
sale cost. Thus a tube listing at 59 cents, costing the organi
zation 35.4 cents is offered for sale at that figure or the price 
is rounded off to 35 cents. The operator reasons that the tubes 
being sold at cost he neither profits nor can he lose on the ven
ture, more so when he earns a 2% cash discount which he does 
not grant to his customers.

What the operator overlooks is that it costs money to sell 
the tube, money which continually is spent to pay for idle time, 
electricity, floor space, advertising, etc., and which applies in 
part to merchandise sales as well as service sales.

If, on the sale of tubes or other merchandise he fails to 
recover the expense of making the sale, even though he re
covers what he paid for the tube, he still loses money on the 
transaction. The greater the number of these transactions, 
the greater the loss.

He expects to make up for it on service sales. If an op
erator does enough of this "leader” business, it is quite pos
sible that such unperceived or uncalculated losses may eat up 
the entire profit on his service sales. As a matter of fact, it 
is exceedingly doubtful whether the average service organiza
tion can, at any time, afford to offer merchandise for sale on 
that principle, or more correctly, with such lack of business 
principle.

A simple example will illustrate this point. A service en
gineer obtains a carton of 50 tubes for 32 cents each or a total 
of $16.00. His tube wholesaler lives in the same city and the 
distance to his warehouse is three and one half miles. The 
service engineer jumps in his car, goes to the wholesale house, 
gets the carton of tubes and returns to his own shop. The time 
spent in getting the tubes is three-fourths of an hour and the 
distance covered seven miles. He sells the tubes over a period 
of time for 35 cents each. Most of them are sold to customers 
who bring in their old tubes to be tested. Most of them are 
sold for cash; a few on account.
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The service engineer earned a 2% cash discount by pay
ing for them when he received them from his wholesaler.

How did he fare? Let us find out:
Cost of tubes $16.00 less 2% or $.32 
% hour wages $30.00 per week, $.625 per hr.
Auto expense 7 miles @ 3c per mile

$15.68
.47
.21

Cost of tubes laid down on operator's shelf
40 of the tubes are sold to customers who brought in their 

tubes of varying types to have them tested. Suppose one tube 
was sold for every three tubes tested; then 120 tubes were 
tested. These 120 tubes were of all makes, all types, mostly 
old types. He had to use adapters on his tester on many of 
them. Some of his customers were skeptical and he had to 
show them the reaction of the dials on the tester for the tube 
said to be worn out; then show the dial reaction on a good 
tube. To those who remained skeptical he demonstrated by 
putting the bad tube in a radio set while the customer listened 
to it, replacing it with a good tube to show the improvement 
in performance.

Each operation involved in buying, selling and testing 
the tubes added to his true cost of each sale. For example, 
he spent 20 minutes unpacking the tubes and arranging them 
on the shelves.

How much time did he spend in testing the 120 customers' 
tubes, picking the bad ones and convincing the customer that 
they were bad? Let us be conservative and discount the time 
spent on old type tubes and tubes neither good nor entirely 
worn out. Let us disregard the writing of cash slips, the mak
ing of change, the usual conversation between buyer and seller 
and say that the testing of these 120 tubes occupied, on the 
average, 1 minute each, 120 minutes in all or 2 hours.

The other 10 tubes were sold to 10 customers who did 
not have old tubes to be tested. The sales were consummated 
in quick time. It took 15 minutes to make these sales.

Forgetting floor space, electricity, telephone, advertising, 
depreciation of test equipment and all other expenses, consid
ering only the expense of time, did he get back his cost in sell
ing these tubes at cost or a little more?

$16.36
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Let us see now.
Income from sale of tubes 50 @ $.35 
Laid down cost of tubes 
Arranging stock 20 min. at $.625 per hr. 
Testing customer's old tubes, etc., 2 hrs.

@ $.625 per hr.
Selling new tubes without test of cus

tomer's tubes 15 min. @ $.625 per hr.

$17.50
$16.36\

.21

1.25

.16

Total cost and part of expense 17.98

Loss under these conditions $ .48
) Suppose now that we could add all the other expenses 

which we did not add, not because they do not exist, but be
cause it is so difficult to reduce them to a factor of “expense 
per tube sold." The loss would be greater. Is one in business 
to lose money?

What would have happened had he sold these tubes at 
wholesale cost of 32 cents each, imagining that he would break 
even ?

Just this:
Income from sales would be 50 x $ .32 
Total cost and part of expense

$16.00
17.98

Loss under these conditions

Yet in the first summary, charging 35 cents, this sales 
price was 10% above the wholesale cost and 13% above whole
sale cost less cash discount earned by the operator.

An operator can never break even selling any merchandise 
at wholesale cost. The result without fail is a loss.

The operator in the foregoing example, taking up only 
part of the total expense, in order to break even on this tube 
deal, that is, in order not to suffer a loss on the tube deal, 
should have charged at least 37% cents for each tube if he 
considered 32 cents his wholesale price, or 37 cents if he 
earned the 2% cash discount. This in turn means that his 
sales price should have been 17% above the wholesale cost 
or 19% above wholesale cost less cash discount. Even at those 
prices he could not have made a profit.

$1.98
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Two conclusions can be drawn from the foregoing: First, 
an operator selling merchandise over the counter in addition 
to service sales should not at any time sell his tubes or parts 
for less than wholesale cost plus 25% (or more if he knows 
his expense is heavier); Second, failure to make merchandise 
sales at a price high enough to provide for the recovery of the 
shop expense of the business, applicable to such merchandise 
sales, merely loads up the shop expense which must be recov
ered through service sales in the shop expense rate and 
therefore increases the “cost of service.”

The exception to the first conclusion, of course, is a sale 
made to get rid of old or obsolete merchandise which is worth 
only what it will bring because there is no current market 
for it.

Gross Profit on Merchandise Sales. In the estimate of “shop 
expense,” therefore, a provision should be made to give effect 
to the amount of “shop expense” which it is expected to re
cover through merchandise sales made at real cost or more.

If any is recovered through merchandise sales it will be 
in the gross profit made on such sales. The gross profit on 
merchandise sales is the total of these sales made less the 
wholesale cost to you of the goods so sold. The gross profit 
on the tubes mentioned in the above example is as follows:

Sales price per tube 
Wholesale cost of tube

? .35
.32

Gross Profit per tube
This means that on each tube sold for that price you had 

3 cents to pay for the expense of getting them to your place, 
storing them, testing them, testing the customer's tubes and 
the time involved in making the sale.

Your gross profit is the difference between the amount 
your customer pays you and the amount you paid the whole
saler or other person for the same article. Therefore gross 
profit is the profit before deducting expenses and you must 
have a gross profit on your transactions if you except to re
cover expenses incident to sales.

In this cost-control plan for the average radio service 
organization we provide on the Shop Expense Rate form a 
line to deduct the estimated “gross profit on merchandise

? .03
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sales” from the “total shop expense” in order to arrive at the 
“shop expense” applicable to service sales during the suc
ceeding month. We do not consider the question whether that 
gross profit is more than the amount of shop expense which 
rightfully has been incurred on these merchandise sales or 
whether it is less. Because, as pointed out in the preceding 
chapter, the average monthly merchandise sales themselves 
are small, the answer to the question would be inconsequential. 
The time required to get the answer would be out of line with 
the value of the result obtained.

Therefore on the line reserved for it, fill in the estimate 
of “gross profit on merchandise sales.” If these sales are very 
small in your organization and you have no prior record or 
feel unable to make a fair estimate, we suggest you do not con
sider the item until you have made up your Cost and Sales 
Summary for several months and thereby have obtained a fair 
idea of the volume and gross profit on your merchandise sales.

At this point you will be able to fill in the final amount 
of your “shop expense applicable” in the “estimate for the 
month” column and develop your estimated “shop expense 
rate applicable” during the succeeding month.

That is the rate you will use on the cost section of your 
Service Job Cost Card. The method of giving effect to this 
“shop expense rate” is by adding to the “total cost of time” on 
the line provided therefore an amount equal to “total cost of 
time” multiplied by the “shop expense rate.”

Thus if the “total cost of time” on a job is $.94 (1*4 hours 
at $.625 per hr.) and the estimated “shop expense rate” is 
120%, you multiply $.94 by 120% obtaining $1,128 or $1.13. 
Adding this to the “total cost of time” at $.94, the “cost of 
service” for that job will be $2.07.

If no material is used on the job and no part of the job 
was done for you by someone else, the total “cost of service” 
will be $2.07.

On that amount you base the charge to the customer, 
always bearing in mind that the least you can afford to take 
for the job is $2.07.

Had you submitted an estimate on the job and agreed to 
do it for $2.50, then your charge to the customer would be 
$2.50. Your profit based on your estimated “shop expense 
rate” would be $.43.
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Whether your actual profit is $.43 will depend on the care 
and accuracy with which you made your estimate. If you 
were not too optimistic in your estimate of ‘‘idle time” and 
“other expense,” $.43 or more will be your profit. If you were 
careless and too optimistic in estimating your “shop expense,” 
that is if you estimated it too low, your profit will be less than 
$.43, and perhaps no profit but a loss will be your experience.

In order to enable you to verify the accuracy of your 
estimated “shop expense rate” we have set up on the same 
form alongside of the column “estimate for the month,” a 
column headed “actual for the month.”

Comparing Estimated to Actual Shop Expense. So far we
have worked with the idea of obtaining the best possible esti
mated “shop expense rate” for use on the Service Job Cost 
Cards.

We will leave our work unfinished if an estimate, no mat
ter how carefully prepared, is the end of our attempt to con
trol the service work done by the organization.

If we stop with the estimate we still will not know the 
actual cost of service. A service operator who diagnoses the 
trouble in a radio set, corrects it and considers the job finished 
is not worthy of his profession. He tests the set before de
livering it.

He must have the same attitude towards his “shop ex
pense rate.” He does not lay last month’s estimated rate aside 
for the next month’s estimated rate until he has found out 
for himself how well he did in making his estimate and what 
his actual rate was.

By doing so he learns how to refine his estimate. He also 
obtains the picture of what the business actually did for him 
in the past month.

It is possible that after a sufficiently long period of time 
it is not absolutely necessary for him to make a monthly esti
mate to obtain a useable “shop expense rate.” He may do it 
every second or third month.

It will always be necessary for him to check the result 
obtained by the use of this estimated rate, each month, if he 
wants to keep tabs on his business.

Actual expenses of some classes may undergo changes 
of which he will not be aware unless he makes a consistent 
effort to keep track of them.
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The “idle time expense” estimate, we believe will always 
differ from the actual “idle time.” If estimates are made con
scientiously over a period of time and the estimator has ac
quired experience in making up his “shop expense rate,” he 
will become better able from month to month to estimate this 
item. He will learn the effect of the seasons on his activity, 
know his slack period and his busy period. If his business 
warrants, he will learn when a helper can be gainfully em
ployed.

This necessary knowledge will be obtained only when the 
“actual idle time” is compared to the “estimated idle time.” 
That must be done as promptly as possible after the close of 
the month on which the estimate was made.

With the help of the Daily Chargeable Time Report and 
Monthly Chargeable Time Summary he ought not to have 
difficulty in doing that, because the first form states “actual 
chargeable time” and the second form is so arranged as to set 
out in column 4 the “idle time” each month and cumulatively. 
It will be a simple matter to transfer from the Time form to 
the Shop Expense Rate form.

The fact that differences will occur between “estimated” 
and “actual idle time” need not disturb the operator unless 
they become too glaring.

If this method of cost finding for the service operator is 
adopted, the result will be that on the Monthly Chargeable 
Time Summary a cumulative “idle time” percentage will be 
developed in Column 6 which is the “idle time” percentage 
covering a business cycle, that is, the slack as well as the busy 
period. If that percentage is properly developed, and used 
with occasional necessary but small adjustments, it will natu
rally follow that during slack periods the estimate will be 
lower and during the busy period the estimate will be higher. 
Over the entire period however the estimate should equal or 
nearly equal the actual “idle time” experience.

In order to arrive at a reliable and useable estimate of 
“idle time” over a year, it is necessary that the monthly esti
mates be conscientiously compared to the actual rates. The 
reasons for this are so manifold that enumeration of them 
would fill many pages.

We attempt herein to develop for the service engineer a 
method of cost finding which will enable him to be uniform
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in his charges to the customer, in spite of the variation of his 
monthly cost due to seasonal business.

The “actual for the month” on other expenses should not 
vary greatly from your estimate with few exceptions.

Floor Space—Actual. If you rent your place of business 
in the usual manner your actual floor space should be the same 
as estimated. The possible exception will be when you effect 
some repairs or maintenance which are not chargeable to the 
landlord and must be borne by you.

If you own your place your estimate may differ from the 
actual because of changes in assessed valuation, the local real 
estate or school tax rate. However as soon as these facts are 
known you can adjust subsequent estimates to correspond. 
Take up the accumulated difference in the actual for the month 
in which you receive your new tax bill and use thereafter one- 
twelfth of the new yearly tax bill for both estimated and actual 
floor space expense. Until the new rates are known estimated 
and actual will be the same.

Maintenance, repairs, carrying charges and water rent 
follow the same method.

One thing must be observed: the total of the “actual 
floor space” expenses entered monthly during the entire year 
should equal the yearly actual total.

Actual. If your bills forElectricity, Gas and Telephon<
these expenses run from the first to the last of the month, the 
actual amount of these expenses will be known shortly after 
the close of the month. Entering them in the actual column 
will be simple.

More often than not, the bills will run from some time 
during the month to the same date during the next month as 
from the 17th of May to the 17th of June and the actual ex
pense for the month will be part of one bill and part of another.

In that case the bill last received could be taken as the 
“actual” for these expenses. In other words the bill received 
on the 18th or 19th of May for the month from April 17th to 
May 17th can be set up as the actual for the month of May.

If that is done consistently you will over a twelve months* 
period take up the actual expense of that period with very 
little variation.

i
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Small Tools and Supplies—Actual. Purchase of these 
items is not like purchase of electricity or telephone service. 
The latter occur regularly month after month; the former 
more than likely are purchased sporadically when needed.

It is however certain that some small tools and supplies 
will be purchased from time to time. When such purchases 
are made, the amount should be listed as “actual for the month” 
in the month in which they occur.

Automobile Expense 
pense” depends on the actual number of business miles run, 
compared to the number estimated.

In the “remarks” column on the same horizontal line we 
have provided a space to enter the ‘“rate per mile” which is 
used for estimate as well as actual. That rate is subject to 
revision but not from month to month. It will take at least 
three months to a half year to properly test the cost per mile 
because several thousand miles must be run before a test can 
be made which means much.

We have also provided space to enter the estimated num
ber of miles run and the actual miles run. The difference will 
most often occur in the number of miles.

If a record is kept of the business miles in running the 
service automobile, then at the end of the month the expense 
of running the actual miles at the established rate should be 
entered in the “actual for month” column.

Transportation—Actual. Unless transportation expense is 
charged back to the customer who ordered the parts, tubes or 
radio, it will become an expense of the business.

Hauling done by the service automobile is automatically 
taken up under “automobile expense” in the number of busi
ness miles run.

Any transportation charges actually paid out or incurred 
during the month, in connection with the activity of the busi
ness should be entered in the “actual for month” column.

Advertising and Service Information—Actual. Neither ad
vertising nor service information expense occur with monthly 
regularity in most service organizations.

If in the “estimate for month” care is taken to approach 
as closely as possible the actual monthly average, it would 
seem advisable to use as “actual for the month” the amount

Actual. The actual “automobile ex-
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of the estimate during the months when no advertising is 
done. In the months when advertising is done the total of 
the estimate to date should be compared to the actual ex
pense incurred during the month and the difference between 
the total of the estimates and the actual entered as “actual for 
the month.,,

Suppose for example that the estimated average is $7.50 
per month. For the months of April and May you estimated 
a total of $15.00. You did not advertise in April, but in May 
you run an ad in the local newspaper, and you distribute circu
lars in your neighborhood, the total cost of which is $16.13.

For April, as “actual for month,” you used the same as 
the “estimate for month” which is $7.50. In May your esti
mate is $7.50. However, having taken up $7.50 for April, 
both ways, you take up as “actual for month” in May $16.13 
less $7.50 or $8.63.

During June and July you do not advertise and use $7.50 
each month for “estimate” and “actual.” In August you 
advertise again, in the newspaper and by distribution of cir
culars. Your newspaper ad is a little bigger and you put out 
a few more circulars than in May. The total cost of this ad
vertising was $21.83.

Having taken up in June and July a total of $15.00, and 
estimated $7.50 for August, the “actual for month” in August 
will be $21.83 less $15.00 or $6.83.

Thus you keep “estimate” and “actual” reconciled.
If you advertise in the telephone directory you know your 

monthly cost and act accordingly.
“Service information,” including association dues, follows 

the same method. You will have to be guided by the manner 
in which these “actual expenses” occur.

i

/

Depreciation Shop Equipment—Actual. Depreciation of 
shop equipment is the one item of shop expense on which it is 
difficult to obtain “actual for month” with any greater degree 
of accuracy than the “estimate for month,” until such time as 
the useful life of the shop equipment is ended. That, per
haps, is the main reason why the item is more often ignored 
than considered in considering the real cost of doing business.

Yet, in many a business of a servicing or manufacturing 
nature, depreciation of shop equipment is a major item of 
expense. A service operator who has equipment and does not
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consider its depreciation cannot fail to understate his costs. 
Doing this he is in a fair way to incur losses, while entirely 
unaware of the fact.

Depreciation of shop equipment being based on the esti
mated useful life of the equipment and its original cost is, 
therefore, an uncertain item, its correctness wholly depending 
on the operator’s ability to determine its useful life.

The item must be carried at the same amount in the “esti
mate for month” and “actual for month” column until the total 
of its original cost has thus, month by month become a part 
of “shop expense.”

It is altogether likely that the estimated useful life will 
differ from the actual useful life. The only way to determine 
that is by experience.

If the useful life exceeds the estimate, the month will 
come when the operator will still have the use of the equip
ment, while no expense needs to be entered either as “esti
mated” or “actual” on the Shop Expense Rate form.

If, on the other hand the useful life of the equipment 
proves to be less than the operator’s estimate, the month will 
come when the equipment is no longer of any use, and the 
remaining portion of the original cost not taken up in “shop 
expense” by the month to month method must be taken up as 
“actual for the month” in its entirety.

The moral is therefore that the useful life should be esti
mated with the greatest possible care and certainly should not 
knowingly be overestimated.

Perhaps an example will be in order.
Two service operators, A and B, own similar equipment 

bought in January 1932 for the same price which is $150.00.
Operator A estimated the useful life to be 3*4 years, 

while B estimated 5 years.
Operator A is using a monthly “depreciation shop equip

ment” for “shop expense” of $150.00 divided by 42 months 
or $3.57, while operator B is using a monthly “depreciation of 
shop expense” of $150.00 divided by 60 months or $2.50.

By January 1936, developments in the radio industry 
have made the equipment useless, and both operators are 
faced with the absolute necessity of purchasing more modern 
equipment, if they wish to continue in business in competi
tion with others.



RADIO SERVICE BUSINESS METHODS170

Operator A is not worried. On his “Shop Expense” form 
for July 1935 he entered $3.57 as “Depreciation Shop Equip
ment” for the last time as both “estimated” and “actual,” hav
ing at that time taken up the total original cost of $150.00 on 
a month to month basis over the 3^2 year period elapsed since 
January 1932. Since June, 1935, he has enjoyed such use as 
he could make of that particular equipment “free of expense.” 
Having based his charges on his “cost of service” he is in a 
position to buy the modern equipment for $175.00.

Operator B, in January 1936 is still charging $2.50 per 
month for “Depreciation of Equipment” and will have to con
tinue to do so for the entire year of 1936, in order to get in 5 
years on a month to month basis. The equipment however, 
is already useless in January 1936. Therefore, he must charge 
to his “actual for month” as “depreciation shop equipment” 
the entire balance of the original cost not taken up to date by 
the month to month method. He charges “actual for month” 
on his January 1936 Shop Expense form with $30.00.

If operator B has also based his charges to customers on 
his “cost of service” he has failed to take up in that cost this 
balance of depreciation on shop equipment, amounting to 
$30.00. This is entirely his fault due to being over optimis
tic regarding the useful life of that particular equipment.

Neither operator A nor operator B were entirely correct 
in their estimate of 3% years and 5 years respectively, because 
the useful life of the equipment proved to be 4 years.

The example shows, however, that the one who under
estimated the useful life profited, the optimist lost.

Reasonable correctness in your “depreciation shop equip
ment” monthly expense will be the result if you list your 
equipment, its life, and cost as suggested in Chapter VI under 
“Depreciation of Shop Equipment Estimated.”

-Actual. As the '‘actual for theInsurance and Taxe:
month” on these two items you should use one twelfth of the 
actual yearly cost.

Sometimes half a year may elapse before you know your 
“actual taxes” and until you get your new tax bill your “esti
mated” and “actual” will be the same figure, because the more 
correct figure is not available.



171THE OPERATING STATEMENT—SHOP EXPENSE RATE

The same may hold true of the “insurance actual” figure. 
Some time may go by during which your “actual” figure is not 
known.

When such a circumstance occurs you cannot do else than 
use the same best obtainable figure for both the “estimate” 
and the “actual.”

As soon as the real figures are available you will be able 
thereafter to set up new monthly figures for both “estimated” 
and “actual.”

Meanwhile during the preceding months the figures you 
have used will, in all probability, have been a little too low or 
a little too high. If the variation is small, the difference should 
be taken up in the one month in which actual taxes or insur
ance become known and the monthly estimated figure for the 
remainder of the year adjusted in order to make sure that 
over the entire year the total of the “actual for month” ex
penses will equal the total yearly tax or premium.

For example, your total of business taxes for 1935 was 
§80.00; you do not know till May of 1936 what they will be 
for 1936. Not being able to determine at that time, exactly 
what they will be for this year, it is reasonable to assume they 
will again be about §80.00 for 1936. Accordingly you start 
the year by setting up one-twelfth of §80.00 or §6.66 per 
month both as the “estimated” and “actual” expense on your 
Shop Expense Rate Form.

Thus by the middle of May, 1936, you have set up five 
times §6.66 per month in your estimates and four times §6.66 
in your “actual for month” column. The month of May is 
not over and you have, therefore, not been able to make up the 
actual “shop rate” for that month.

You now learn your actual taxes will be §74.00 for 1936.
You may adjust in either of two ways.
Having used four times §6.66 or §26.64 as your actual 

expense to the end of April, you must take up the balance of 
§74.00 minus §26.64, or §47.36, during the remaining 8 months 
of 1936, or §5.92 per month. You, .therefore, use that as the 
“actual” for May 1936 compared to the §6.66 in the “estimate” 
and use §5.92 for both “estimate” and “actual” beginning 
with the month of June 1936.

Or you may reason that the “actual” charge per month 
in 1936 should be one-twelfth of §74.00 or §6.16 per month

I
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and that is what you will use for both “estimate” and “actual” 
henceforward.

But you have already used four times $6.66 in your “ac-

for the first four months of 1936.
Therefore, instead of charging the “actual for month” 

in May, 1936, with the figure of $6.16, you deduct the $2 00 
overcharge, accumulated to date and you write in the “actual” 
column for May the amount of $4.16. Thereafter you use
?6.16 for both “estimate” and “actual” until the end of the 
year.

The odd pennies you make up when you desire to do so, 
in order to bring the total of all “actual for the month” col
umn entries for 1936 up to $74.00.

We advance the suggestion you list these items 
gested under the heading of “insurance estimated” in Chapter 
VI, so that you have year's figures before you when working 
on your Shop Expense Rate Form.

as sug-

Loss on Accounts Receivabl 
discussed this item also known as “credit losses” or “bad 
debts.” In Chapter VI under “loss on accounts receivable 
estimated” we passed the item with a reference to Chapter IV.

This was done because it is preferable to have the entire 
matter of “loss on accounts receivable” in connection with 
“shop expense” together in one place.

If your credit business is small and credit losses occur 
seldom and in small amounts, it will be well to follow the 
suggestion of Chapter IV, pages 116 and 117.

When you omit a bad account from your Accounts Re
ceivable Statement, add it to your Shop Expense Rate Form 
as “loss on accounts receivable” in the “actual for month” col
umn, regardless of the fact that you have not put anything in 
the “estimate for the month” for the same item. The effect 
it will have in causing the actual “shop expense rate applic
able” to vary upwards from the estimated “shop expense rate 
applicable” will not be severe.

On the other hand, if your experience has taught you that 
your credit losses over a year run to a sizeable figure, com
pared to other individual items under “shop expense” you must 
r of that knowledge to add monthly in the “estimate

Actual. In Chapter IV we

make use
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for month column an amount as “loss on accounts receivable.” 
The monthly amount may vary from time to time but at all 
times should be such that when you add these monthly esti
mated amounts for the period of a year, the total should closely 
appi oximate the total of the actual credit losses you haxe ex
perienced during the year.

No difficulty should be met in determining the credit 
losses suffered during the year if you follow the suggestion 
we made in Chapter IV under “Uncollectible Accounts Receiv
able.”

The only reason we introduce this complication is one of
necessity.

If your credit losses are really sizeable in relation to other 
individual expense items and you do not load your “estimate 
for month” consistently, the unexplained variation between 
estimated “shop expense rate applicable” and actual “shop 
expense rate applicable” month after month may be so pro
nouncedly discouraging to you, that you lose confidence in 
yourself, our advice and the possibility of getting close to your 
actual “cost of service.”

Except for that reason, we would not suggest estimating 
“loss on accounts receivable.” We would feel justified in ad
vising you to follow the method outlined in Chapter IV.

We repeat that the surest way of avoiding the complica
tions of credit losses is a refusal to do a credit business. We 
realize, however, that your refusal to extend credit may lose 
you a lot of business which you need.

Therefore, we again suggest that you be circumspect in 
the extension of credit for the following main reasons:

The extension of credit requires more ready 
cash than many radio service organizations have 
available. Therefore it embarrasses the op
erator.

Second: The time consumed in following up proper col
lection and the trouble, when translated in dol
lars and cents, may seriously impair operator's 
chances of making a profit.

Third: The service operator's customers are mostly 
householders, a goodly percentage of which may 
move away at will, on short notice or without 
notice.

First:
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Loss on Inventories—Actual. Most radio service organiza
tions do not stock radios, parts or tubes in such quantities 
that any portions of this inventory, when having become shop
worn, 
a serious loss.

On the occasion when worthless inventory is discovered 
the wholesale cost, or the cost of acquisition, should be entered 
under “actual for month” as “loss on inventories.”

The same should be done when it is discovered that 
parts or tubes have disappeared, either having been lost or 
stolen.

obsolete, damaged or broken, have thereby become

any

At times a loss on inventory will occur when a price re
duction takes place on parts or tubes of which you may have 
some in stock. Only, however, when the price protection or 
rebate made by the manufacturer or wholesaler is inadequate.

When such a price reduction does take place, and it affects 
your inventory, the amount of the reduction per part, or per 
tube, multiplied by the quantity of such parts, or tubes that 
you have on hand constitutes the loss on inventory which you 
suffer and the amount should be entered as such in the “actual 
for month” column on the Shop Expense Rate Form for the 
month in which the price reduction occurs.

In the great majority of radio service organizations the 
operator’s purpose will be served when such losses on inven
tories are taken up as “actual expenses” when they do happen.

Shop Expense Applicable—Actual. The total of “idle 
time expense” plus “other expenses” entered in the “actual 
for month” column is the actual “total shop expense” for the 
month. This total applies to the entire operation, to service 
sales as well as merchandise sales.

As pointed out in the opening of this chapter, a compen
sation for “shop expense” applicable to merchandise sales 
should be made.

The Sales and Cost Summary at the end of the month will 
give you the “gross profit on merchandise sales.” Under 
“sales” in the left hand portion of the Sales and Cost Sum
mary are three columns grouped together under the heading 
“merchandise.” These three columns are headed respectively 
“radio,” “tubes,” “parts.” In the right hand part under “cost” 
you will find the same three columns grouped under a heading 
“merchandise.”
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If you followed the text you will have filled in the amount 
of your merchandise sales in the three “merchandise” columns 
m the left hand portion and the “merchandise cost” of these
sales m the three “merchandise” columns in the right hand 
portion.

Totaling the three ^‘sales” columns and adding together 
the three totals you will have obtained the total of your “mer
chandise sales. Totaling the three “merchandise cost” columns 
and combining these three totals you will have the total of 
your “merchandise cost.”

The ‘“sales” total should be greater than the “cost” total 
and subtracting the “cost” from the “sales” total will give you 
the “gross profit on merchandise sales” to be entered in the 
“actual for month” column opposite the item “gross profit on 
merchandise sales.”

Now you deduct that “gross profit on merchandise sales” 
from the “total shop expense” above it in the “actual for 
month” column and arrive at the actual “total shop expense 
applicable” for the month.

Shop Expense Rate Applicable—Actual. Dividing your 
“actual chargeable time” into this actual “shop expense ap
plicable” will give you the actual “shop expense rate applic
able” for the month.

We are sure that you now can see the effect of “gross 
profit on merchandise sales” on the “shop expense rate” which 
you must use to arrive at a proper “cost of service.”

Should your “merchandise cost” be more than your “mer
chandise sales” instead of deducting from “total shop expense” 
you would be obliged to add to “total shop expense.” The 
result would be a higher “shop expense rate” and a higher 
“cost of service.”

In fact you would then be loading your service cost bur
den with the result of merchandise sales at incorrect prices.

The same would be true if the “gross profit on mer
chandise sales” were too little to cover the portion of “shop 
expense” applying to merchandise sales and that, as we 
pointed out in this chapter will, most likely, always be the 
result when an operator unthinkingly sells parts or tubes at 
less than wholesale cost plus proper mark up.

Checking the Shop Expense Rate. The operator who has 
made up his Shop Expense Rate Form completely and y/ith
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reasonable accuracy and diligence, will at the month's end be 
in a position to check his “estimated shop expense rate” 
against his “actual shop expense rate.” That check or com
parison will reveal facts to him from which to draw certain 
conclusions.

oo
SUMMARY Of SHOP EXPENSE RATES
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Form 777. Summary of Shop Expense Rates.

The two columns will show him where his estimate dif
fered from the actual items. In the first two or three months 
these differences will probably do much to teach him to esti
mate more closely.

If his estimates at first are greatly different from the 
actual figures he should not be unduly discouraged. Every 
person has to learn to toddle before he can walk and master 
the ability to walk before he can run.

We believe that the “idle time expense” item will show 
the greatest variation between estimate and actual.

Although this text does not provide for an internal tie- 
up of the amounts of the other expense items, because such a 
tie-up can only be obtained with double entry bookkeeping
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methods and records, we feel that the operator who will seri
ously apply himself to the determination of actual expenses, 
can, if he reads the text and refers to it when in doubt, state 
them with reasonable accuracy.

Checking the shop expense rate each month then should 
enable the operator to improve his estimates. Of equal impor
tance is the orderly accumulation of the monthly rates, because 
the cumulative shop expense rate covering a sufficiently long 
period will void the necessity of making a new estimate each 
month. The period covered should coincide with the complete 
business cycle and be not less than a year.

Summary of Shop Expense Rates. In order to facilitate 
the work of obtaining a cumulative rate based on monthly 
“shop expense rates” we have prepared the form Summary 
of Shop Expense Rates. It covers a yearly period.

In the first two columns following the “month” column 
should be entered the last two figures in the “estimate for 
month” column on the Shop Expense Rate Form, namely the 
amount of “shop expense applicable” and the “shop expense 
rate applicable.”

In the next two columns headed “actual” should be en
tered the amount and the percentage shown on the last two 
lines in the “actual for month” column on the Shop Expense 
Rate Form.

For the first month that will be all.
When the second month has been entered opposite its 

name in the same manner, the “year to date” amounts can be 
obtained by adding the two months together. The percent
ages in the “monthly rate” columns are never added.

As soon as two months are thus combined, the first entry 
can be made in the last two columns on the “summary of shop 
expense rates” form headed “year to date.”

In order to calculate the “year to date est. (estimated) 
rate” you must add together the amounts shown on the line 
“Less: Chargeable Time” in the “estimate for month” column 
of the Shop Expense Rate Forms used for the two months. 
It will probably help you if each month you write in under 
“remarks” on the Summary of Shop Expense Rates Forms 
the amount of the estimated “chargeable time.”

When you have the total of “estimated chargeable time” 
for the two months you divide that amount into the “year to

\

i
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date” amount of “estimated” shop expense on the Summary of 
Shop Expense Rates Form. The percentage thus obtained 
you enter under “est. rate” in the “year to date” column.

Your “actual chargeable time” for the two months will 
be found on the corresponding “year to date” horizontal line 
on the form Monthly Chargeable Time Summary in Column 3.

This amount of “chargeable time, etc.,” you must divide 
into the amount shown in the “actual” column on the “sum
mary of shop expense rates” form on the “‘year to date” line. 
The percentage thus obtained you enter in the “act. rate” col
umn under “year to date” on the same form.

Having done this you will have obtained the average 
“estimated shop expense rate” and the average “actual shop 
expense rate” covering the two months.

At the end of the third month you transcribe the monthly 
amounts and rates from the Shop Expense Rate form to the 
Summary of Shop Expense Rates form, add them to the pre
ceding “year to date” amounts and in the manner described in 
the preceding paragraphs, calculate “year to date” rates cov
ering the three months period.

If you follow this procedure in the succeeding months, it 
will not be long before the rates in the “year to date” column 
on the Summary of Shop Expense Rates begin to assume 
great significance and to approach the true useable averages 
for your individual business.

The foregoing method of using the Summary of Shop 
Expense Rates form may be more easily understood if as you 
read the above text you refer to the specimen figures given 
on this form on page 209.

Do not be satisfied too soon. Unless the rates thus de
veloped cover a complete business cycle you should not dis
pense with your estimates.

One characteristic will be of material assistance to you 
in checking on your own performance. Unless the activity of 
your shop fluctuates unreasonably you will notice the follow
ing: The monthly “actual rates” will be higher than the 
monthly “estimated rates” in your slack months; in your busy 
months they will be lower.

The final check on your administrative performance will 
be when at the end of the completed business cycle you de-
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velop your “estimated” and “actual” rates. If they come close 
together in a natural way, that is, without your doing any 
fancy figuring to make them come out, you have done well in 
your monthly “shop expense rate” work.

The result of making up your “summary of shop expense 
rates” for a period of time, if done with reasonable care and 
ability will be that you obtain an overall shop expense rate. 
The accuracy of that overall rate will be in direct ratio to 
the care with which you have made up your monthly “shop 
expense rate” forms.

That actual rate can be used on your Service Job Cost 
Cards and the need of figuring a new rate each month will 
have disappeared, unless at any time the status of your busi
ness undergoes a change noticeably affecting any of the indi
vidual expense items which, in total, make up your shop 
expense. When such a change occurs you must go back to 
making up your “monthly shop expense” estimates until you 
have developed a new overall rate based on the changed con
dition of your business.

When you have come to the point where you have de
veloped an overall shop expense rate and are using it, it will 
still be necessary to make up your “actual shop expense” and 
develop the “actual rate” in order to keep track of the monthly 
result obtained through the use of the overall rate.

Also, with the use of the overall rate the monthly actual 
rates will be at variance with the overall rate if your busi
ness is subject to seasonal fluctuations.

The use of an overall rate in calculating your “cost of 
service” will enable you to establish a fixed level for your 
charges to customers and eliminate the perplexing question 
as to what the charge for a particular job should be.



Chapter VIII.
PREPARING THE MONTHLY AND 

CUMULATIVE OPERATING 

STATEMENTS

The monthly Operating Statement summarizes the total 
activity of the business during the month and sets out the net 
result.

If the Sales and Cost Summary and the Shop Expense 
Rate Forms have been made up as suggested, the preparation
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Form 782. Operating Statement.

of the Operating Statement will be a simple copying job. The 
printed matter on the statement form indicates the source of 
the items to be copied.

Sales. The legend following the word “sales” in paren
theses reads “from sales and cost summary.” See this form
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on page 108. On the left side under “sales” you find that the 
last column of that section is headed “total sales.” The total 
at the foot of that column is the “sales” figure to be entered 
on the Operating Statement in the first or “total” column.

Following this “total” column are three short columns 
headed “service,” “merchandise” and “transportation” re
spectively. These columns have been put there to enable you 
to show how much of your total sales are service sales, mer
chandise sales and transportation charges. The figures to 
enter in these three columns also come from your Sales and 
Cost Summary.

The “service” total represents the combined total of the 
first three columns headed “time,” “tubes” and “parts” re
spectively under the sub-heading “service” in the “sales” or 
left hand side of the Sales and Cost Summary. The “mer
chandise” total represents the combined total of the next three 
columns in the “sales” section under the sub-heading “mer
chandise” which are headed “radio,” “tubes” and “parts” 
respectively. “Transportation” is for the total in the “trans
portation on materials” column on the Sales and Cost Sum
mary under “sales.”

Of course, the totals in the three short columns on the 
“sales” line must equal the amount in the “total” column 
which precedes them on the same line.

Cost. The same legend follows the word “cost.” Cost is 
obtained from the right hand section of the Sales and Cost 
Summary in exactly the same manner in which “sales” are 
obtained from the left hand section.

The “total” cost in the first column of the Operating State
ment must be the amount of the “total cost” column on the 
Sales and Cost Summary.

The amounts in the three short columns on the “cost” 
line are obtained by adding the totals of the three “service” 
columns headed “time,” “tubes” and “parts” on the right hand 
half of the Sales and Cost Summary under the “cost” heading; 
the three “merchandise” columns following them, headed 
“radio,” “tubes” and “parts” and by transcribing the amount 
of “transportation on materials” preceding “total cost” to the 
corresponding short columns on the Operating Statement.

r
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Gross Profit on Sales. The item of “gross profit on sales” 
is obtained by subtracting the “cost” items on the second line 
from the “sales” items on the first line.

Commission Earned. The item of “commission earned” 
will occur in a service organization having an understanding 
or agreement with a dealer whereby the service organization 
is paid a commission on all the sales it is instrumental in 
securing for the dealer.

The item is labeled “commission earned” because com
missions should appear on the Operating Statement in the 
month in which they are due the organization, regardless of 
whether they are actually paid during that month or subse
quently.

Only commissions which are really due should be entered 
on the Operating Statement. Sometimes the service operator 
may feel that commission is due him on a certain sale and the 
dealer may not agree that the operator was instrumental in 
making the sale. In such a case, the commission should not be 
entered on the Operating Statement until an agreement is 
reached between the service operator and the dealer and the 
amount of the “commission earned” has been determined.

You will note that “commission earned” does not appear 
on the Shop Expense Rate Form, because in the majority of 
radio service organizations this item occurs infrequently.

Total Gross Profit and Commission. This item is obtained 
by adding together “gross profit on sales” and “commission 
earned.”

Expenses. The term “expenses” is followed by the legend 
in parentheses “(from shop expense form).” This legend in
dicates that the amounts of these “expenses” are found on the 
Shop Expense Rate Form, which previously has been pre
pared.

Making up the. lower portion of the Operating Statement 
consists therefore of copying the amounts in the last or “ac
tual for month” column on the Shop Expense Rate Form for
the same month.

These amounts should be written in on the short column 
to the left of the “total” column on the Operating Statement. 
The total of these amounts or the “total shop expense” on the 
Shop Expense Rate Form should be entered in the “total”
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column on the Operating Statement on the line “total actual 
expense.” The “total” column on the Operating Statement 
therefore remains blank from the amount representing “total 
gross profit and commission” down to the amount of the “total 
actual expense.”

Net Profit or Loss for Month. The amount of “net profit 
or loss for month” will be the difference between the “total 
gross profit and commission” and the “total actual expense.”

There are three possibilities.
(1) The “total gross profit and commission” may be 

greater than the “total actual expense.” If such is the case, 
a “net profit” will result and you will cross out the words “or 
loss” on the last line. The caption then will read “net profit 
for month.” The amount following that caption will be a 
black or positive figure.

(2) The “total actual expense” may be greater than the 
“total gross profit and commission.” In that case a “net loss” 
will result, and you will cross out the words “profit or.” The 
caption then will read “net loss for month.” The amount fol
lowing that caption will be a negative figure. It is customary 
to indicate such a negative or “loss” figure either by writing 
it in red ink or by encircling it as shown in the note printed 
on the Operating Statement.

(3) The third possibility is that the “total gross profit 
and commission” equals the “total actual expense.” In that 
case the caption “net profit or loss for month” will remain 
unchanged and zero will be the result. No changes need to 
be made when that happens.

)

Work in Process. At the end of the month it is possible 
that one or more service jobs will be in the shop, whether 
completed or not.

Such jobs, as pointed out heretofore in the text, will not 
be delivered until the next month and therefore will not be 
entered as a sale during the month in which they were started.

We have recommended for Balance Sheet purposes that 
the material, labor and shop expense charged to such jobs at 
the month’s end be calculated and set up as “work in process.” 
We made the suggestion in order to enable you to set up a 
reasonably accurate and complete Balance Sheet.
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As far as the Operating Statement is concerned, we have 
ignored this item of “work in process.” This disregard is 
prompted by our desire not to introduce in this text any com
plication whose omission, in general, will not cause noticeable 
inaccuracy.

We will, however, indicate the result of this omission in 
order to enable those operators who wish to overcome it to do
so.

Two facts are clear.
1. That our text and forms are so designed that the 

“total actual expense” for the month is applied to the 
Operating Statement for the month.

2. That the portion of the “total actual expense” applic
able to service jobs included in “‘work in process” at 
the end of the month should be applied to the “operat
ing statement” to which the sale of these service jobs 
is applied. That operating statement cannot be other 
than for a subsequent month.

Three other facts are not so clear, but equally forceful.
1. That while the “total actual expense” on the “operat

ing statement” for the month will include a portion, 
not applicable to “sales” for the month, the “sales” 
item will include a portion of shop expense which 
does apply to the Operating Statement for the month 
but was applied to the Operating Statement for the 
preceding month.

2. That the omission has no effect whatsoever on the 
accuracy of the “shop expense rate applicable.”

3. That the margin of error is not the amount of shop 
expense applicable to “work in process” jobs at the 
end of the month, but is limited to the difference be
tween the amount of shop expense applicable to such 
jobs at the beginning and at the end of the month.

There is therefore a distinct offset and the net monthly 
effect of the omission, from an operating standpoint, may be 
negligible.

On the other hand, the effort involved in monthly obtain
ing the correct net result may be considerable. We have no 
doubt that it will complicate the construction of the operating 
statement.
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Hence our suggestion not to make the attempt, in the be
ginning at least, unless your operation has greatly varying 
“work in process” totals in successive months.

The operator who feels that he must consider shop ex
pense applicable to work in process will find room to do so on 
the blank lines provided on the Operating Statement.

The Cumulative Operating Statement. This statement is 
designed to accumulate the amounts on the monthly Operating 
Statements for the period of a year. Each monthly Operat
ing Statement is transcribed on the Cumulative Operating 
Statement on the horizontal line indicated by the name of the 
month of the Operating Statement. \
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Form 783. Cumulative Operating Statement.

A little study will make it clear that columns 2 to 5 inclu
sive serve to enter the sales data shown on the first line of the 
monthly Operating Statement; columns 6 to 9 inclusive serve 
to enter the cost data; column 10 the “gross profit on sales”; 
column 11 “commissions earned”; column 12 “total gross profit 
and commission”; column 13 “total actual expense” and col
umn 14 the “net profit or loss for month.”

i

i
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All these amounts are merely copied from the monthly 
Operating Statement for the corresponding month.

As soon as two months have individually been entered on 
this Cumulative Operating Statement the individual columns 
should be totaled to obtain the “year to date” figures.

A Cumulative Operating Statement should be very valu
able to a radio service organization on account of the possibly 
seasonal activities of the organization. In a business whose 
activity is seasonal, monthly operations during the slack 
period may show losses while during the busy period they 
should show profits.

Net operating results consequently cannot be authorita
tive and sufficiently sound as a basis for decisions of policy 
until they cover a period of time embracing the slack as well 
as the busy seasons.

In other words, a radio service operator must not decide 
that he is doing well or poorly on the strength of the operating 
results shown by his operating statements for two consecutive 
months. A longer period is necessary because the decision that 
he does well may be based on the operating statements of two 
consecutive busy months, while the decision that he is doing 
poorly in a business way, may be based on the operating state
ments of two consecutive slack months. Either decision may 
therefore be in error because the correct appreciation of his 
business progress can be derived only from a series of operat
ing statements covering a business cycle.

This is more true when his operating statements are con
structed in the practical manner suggested by this text, than 
when they are the result of a theoretically complete, modern, 
double entry system followed in the correct manner.

The errors and omissions possible in following this text 
will not be indicated by failure to balance the accounts, be
cause we do not provide for the latter. At the same time we 
feel that over a period of time they may fairly cancel them
selves out.

Therefore in deciding to use our forms in accordance 
with the suggestions of the text, we recommend strongly that 
the service engineer also decide to carry on for a period suffi
ciently long to cover all the seasons in his activity. Be sure 
to decide that you will make up correctly the Cumulative Oper-
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ating Statement to cover your business cycle. If that is not 
done any conclusions reached and decisions made, which have 
their origin in the interpretation of the partial information 
displayed by an abortive Cumulative Operating Statement, 
may be contrary to your self interest.
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Chapter IX.
ORDER OF FORMS USED AND THEIR 

TREATMENT

To the service engineer who wishes to use the forms and 
text herein contained, the following order of preparation is 
suggested:

1. Form 785—Balance Sheet.
2. Form 776—Shop Expense Rate, Estimate for month.
3. Form 775—Service Job Cost Card, Customer's In

voice, Shop Invoice Copy.
4. Form 780—Merchandise Sales Invoice, Customer's 

and Shop Copy.
5. Form 781—Accounts Receivable Statement.
6. Form 778—Daily Chargeable Time Report.
7. Form 784—Sales and Cost Summary.
8. Form 776—Shop Expense Rate, Actual for month.
9. Form 782—Operating Statement.

10. Form 783—Cumulative Operating Statement.
11. Form 779—Monthly Chargeable Time Summary.
12. Form 777—Summary of Shop Expense Rates.
Forms 775, 780, 778 and possibly 781, are for current,

daily use; the other forms are summarizations made once a 
month for the purpose of guidance and control.

In order to facilitate the use of the forms by the service 
engineer, we reproduce them on the following pages and have 
filled in some figures. We have taken June 1st, 1936, as the 
beginning of the administrative work.

These figures are not intended to represent a typical serv
ice organization and, therefore, should not be considered as 
standards for the industry. It is quite possible that they 
represent anything but actual conditions. That fact will not 
destroy their value, because we have filled in these figures 
merely for the purpose of illustrating to the reader the ap
pearance of the forms when used.

The Balance Sheet, Form 785,should be prepared first of 
all, in order to fix the values involved in your business at the 
beginning.
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By referring to the text in Chapters II and III, you will 
obtain the necessary information to set up the various bal
ance sheet items shown. Additional comment is not needed 
here except on the equipment items and prepaid expense.
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Form 785. A Balance Sheet showing condi
tion of the business as of May 31, 1936. I

On the equipment items, we show the legend in parenthe
ses, “(depreciated value).” This legend indicates that the bal
ance sheet value of equipment should be the original cost less 
its depreciation calculated on the expired portion to date of 
its estimated useful life. This principle has been further dis
cussed in Chapter VI under the sub-heading of “depreciation 
of shop equipment estimated,” on page 152.

The same principle applies to the “delivery equipment.” 
See Chapter VI, under the sub-heading “automobile expense 
estimated,” on page 148.

Before setting up “prepaid expense,” be sure to read the 
text on that item in Chapter II, on pages 77 and 78.

The amounts on the Balance Sheet which is reproduced 
on this page are, as far as possible, based on averages obtained

t

i
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from actual figures reported by the radio service industry. 
The items of “cash,” “accounts and notes receivable” and the 
“inventories” are assumed.

“Shop equipment” is based on the reported average orig
inal cost of $422.00 and the reported average estimated life 
of 3 years. It is assumed that the present age of the equip
ment is 1 year at May 31st, 1936, and depreciation has or 
should have been considered for the period of 1 year at $11.72 
per month.

“Delivery equipment” is based on the average reported 
original cost of $491.00 per unit, an average useful life of 3 
years, and a trade-in value after 3 years of $100.00, which 
makes necessary a total depreciation of $391.00 for 36 months 
or $10.86 per month. The delivery equipment has been owned 
now for 131/2 months, and is depreciated to the extent of 13% 
x $10.86 = $146.61. It was bought on an 18 payment plan 
and the payments are somewhat in arrears, so that 6 payments 
at $27.28 each must still be made.

“Notes and Contracts Payable” represent $163.68 on the 
delivery equipment and $100.36 on the shop equipment.

The original capital is not known and it therefore is the 
difference between total assets and total liabilities.

If, in making up your first Balance Sheet, you cannot de
termine your “inventory work in process,” (which is prob
ably what will happen), you cannot do other than leave it 
blank.

You may not know your “capital” and be unable to segre
gate “net worth” as to “capital” and “operating surplus or 
deficit.” If you are in that position, leave the “operating sur
plus or deficit” item blank. Consider your “capital” equiva
lent to the difference between the “total assets” and “total 
liabilities” and write that amount in on the “capital” line.

On subsequent Balance Sheets, you will be able to sepa
rate “net worth” into its two parts, “capital” and “operating 
surplus or deficit.”

Use the first column for the first Balance Sheet. Use the 
other three columns for subsequent Balance Sheets. Compari
son of the items in the different columns will show the trend 
of your business if you use reasonable care in making up your 
Balance Sheets.
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Our suggestion is that you make a Balance Sheet at the 
end of each quarter. Thus if your first Balance Sheet is as of 
May 31,1936, the next one would be at June 30th, 1936, there
after September 30th, 1936, and December 31st, 1936.

Shop Expense Rate, Form 776. The next requirement is 
that of estimating your “shop expense rate” for the month of 
June, 1936. You must do that if you expect to make full use 
of the Service Job Cost Card during that month.
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Form 776. Shop Expense Rate Form giving 
estimated amounts only.

On the Shop Expense Rate Form reproduced on this page, 
we use amounts representing assumed conditions.

The business is an establishment employing the proprietor 
only, whose weekly drawing account is $25.00. His name is 
T. Jones.

The month of June, 1936, has 26 working days of 8 hours 
each or 208 hours, which are equal to 4 Vi weeks of 48 hours



193ORDER OF FORMS USED AND TilEIR TREATMENT

each. Wages earned, therefore, will be 4i/&x$25.00=$108.34. 
The rate per hour is $.5208 plus, which is expressed as $.521.

You estimate 135 chargeable hours during June, 1936, 
amounting to $70.34. “Idle time” expense then is $108.34 less 
$70.34 or $38.00.

If anything is not clear refer to Chapter VI, under the 
sub-heading “Your First Idle Time Percentage.” In estimat
ing “other expenses” also refer to Chapter VI, in which the 
estimates are fully discussed.

The amounts here used have been mostly obtained by 
averaging the figures sent us by service engineers over the en
tire country in a questionnaire recently sent out. Some 
amounts are assumed.

The rate per mile used is that developed in Chapter VI 
under the sub-heading of “automobile expense.” The number 
of miles is based on a reported average use of delivery equip
ment of 68% business use and 32% pleasure use on a yearly 
mileage of 16,000.

The items which are entirely assumed are “small tools 
and supplies,” and “insurance (business only).”

“Transportation,” “loss on accounts receivable” and “loss 
on inventories” have not been considered in this first estimate.

“Gross profit on merchandise sales” is based on a reported 
average yearly sale of parts amounting to $169.00 and tubes 
amounting to $305.00. Equally divided over 12 months, the 
total merchandise sales per month are $39.50.

We assume these sales made at list and that the aver
age dealer discount enjoyed by service organizations is 40%. 
The “gross profit” on these sales then would be $15.80.

The resulting estimated “shop expense rate” applicable 
is 146% for the month of June, 1936, and was obtained by 
dividing $102.69 (shop expense applicable) by $70.34 (charge
able time).

You have now obtained important knowledge. You had 
previously realized that the true cost of rendering an hour's 
service was not the wage cost of one hour but the wage cost 
of one hour plus a proportionate share of what in this text 
we have called “shop expense” and which is sometimes re
ferred to as “overhead.” In all probability, however, you did 
not know of a simple method of computing the amount of 
“shop expense” to be added to the wage cost of each job in 
order to get the complete cost. To enable you to do that is

V *
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the entire function of the “shop expense rate” which you have 
just computed. If you multiply the wage cost of each job 
by the “shop expense rate,” the result will be the amount 
of “shop expense” to be added to the wage cost to get the 
complete cost.

Thus, in the case we are discussing, the hourly cost of 
rendering service has been found to be $.521 (hourly wage 
cost based on a 48-hour week at $25.00 per week) plus 146% 
of $.521; or, $.521 + (1.46 X $.521) which equals $.521 + .76 
which equals $1.28.

When quoting a price to a customer during June you will 
be in a better position than heretofore. If you can estimate 
the time for the job fairly closely you need but multiply $1.28 
by the number of hours in order to obtain the estimated 
service cost.

What you will charge the customer on the basis of that 
cost is your affair, in which we cannot advise you any further 
than to remind you that you are in business to make a profit 
if at all possible.

o

Service Job Cost Card, Form 775. The next form to come 
into use is the Service Job Cost Card.

The Service Job Cost Card pad should be your constant 
companion, because it must be filled in on each job, whether 
done in the shop or elsewhere.

The Service Job Cost Card and its two associated forms 
(Customer’s Invoice and Shop Invoice Copy) come in pads 
of fifty sets. This form, like all the other forms, is punched 
on the 8*4" side to fit standard binders that may be obtained 
at any stationery store. For carrying with you on calls, suit
able binders made of pressboard may be obtained for not over 
50 cents. For binding your office forms, binders are available 
at stationery stores in various qualities and prices. Any of 
the binders permit you to tear out the customer’s copy of 
invoices without removing the copies you retain for your own 
use.

Time spent on a job must be filled in as soon as the job is 
done. If the job is laid aside for a while, because something 
more pressing must be done immediately, and it is known that 
more than five or ten minutes will pass before it is taken up 
again, the time spent up to the interruption should be noted. 
Provision is made for several interruptions.
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The first sheet of Form 775, Job No. S-l. Note the cost informa
tion in right-hand section.
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The second sheet of Form 775, Job No. S-l. This is the copy 
given to the customer. The customer’s claim check is machine 
numbered to correspond with the set identification check and 

invoice number.
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We reproduce two Service Job Cost Cards, Nos. 1 and 2, 
filled in with the necessary data.

Job No. SI covers locating trouble in the condenser pack, 
replacing the by pass condenser and also replacing two worn 
out tubes.

\
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The third sheet of Form 775, Job No. S-l. This sheet is retained 
for bookkeeping purposes.

Notice that the “total cost of service” is $3.32, including 
“shop expense” at 146%, which rate was developed as the esti
mated “shop expense rate” for June, 1936.

The parts and tubes used are priced at list on the billing 
section and at cost on the cost section of the form respectively, 
while the transportation on the specially ordered by pass con
denser is $.15.

The billing price for “services rendered” was obtained by 
adding 20% to the cost of $3.32 and by including the transpor
tation at cost. 20% of $3.32 is $.66, rendering a total billing 
price of $3.98; adding $.15 for transportation increases that 
amount to $4.13.

Total billing price is $7.71 while total cost is $5.62, a dif
ference of $2.09 over cost, of which $1.43 is due to billing parts 
used at list and $.66 is due to taking a 20% profit on the Cost 

of Service.
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The second sheet of Form 775, Job No. S-2. This is the copy 
given to the customer.
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These figures are set up in this manner for the purpose 
of illustration; we do not intend the “billing” prices to be con
sidered as our instruction or suggestion to the service operator

;
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The third sheet of Form 775, Job No. S-2.

in regard to profit he must take or is entitled to. We reiterate 
that the question of billing prices must be answered by the in
dividual service operator.

Job No. S2 covers the replacement of a volume control and 
the alignment of a 3 band radio set for an agreed price of 
$4.25.

i

Diagnosis, volume control replacement, and alignment 
account for two hours labor. The cost of the volume control
is $1.25 less 40% or $.75 resulting in a total cost of $3.31 
against an agreed price of $4.25.

In this case the operator may consider himself to have 
received list or $1.25 for the part, and $3.00 for services ren
dered, costing him $2.56. He almost obtains service cost plus 
20%.

!

I

In the case of a job at an agreed price it is optional with 
the operator to separate the billing for service rendered and 
materials used, or to bill for one amount in total. In every 
such case he must, on the Shop Invoice Copy, price out his
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materials and service billing. This is required in writing up 
the Sales and Cost Summary for the month.

Job No. S-l is paid for on completion. Shop Invoice No. 
S-l, therefore, goes to the duplicate cash receipt file.

On Job No. S-2 the customer pays $2.25 and owes $2.00. 
A cash receipt is made out for $2.25, the original thrown away 
and the duplicate, plainly marked “On account Job No. S-2,” 
goes to the cash receipt file. Shop Invoice Copy No. S-2 is 
entered on the Accounts Receivable Statement at the first op
portunity and filed in the Invoice Copy file.

Be sure to put the job number reference on the Cash Re
ceipt.
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Form 780. Merchandise Sales Invoice. This 
copy is given to the customer.

Merchandise Sales Invoice, Form 780. This form will prob
ably come into use simultaneously with the Service Job Cost 
Card. In the case of a merchandise sale wholly or partly on 
account, this form must be used. For a merchandise cash 
sale, either the merchandise invoice or the cash receipt may
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be used, provided it is marked up as recommended in Chapter 
IV, “Recording Sales and their Cost.”

Invoice No. M-l, reproduced herewith, illustrates a sale 
of parts and tubes wholly on account. The customer should 
sign for the material and receive the customer’s invoice. The 
Merchandise Sales Invoice (Shop Copy) should be entered on 
the Accounts Receivable Statement at the first opportunity 
and filed in the invoice copy file.

The billing in the illustration is at list, the cost at list less

;

i

40%.
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Form 780. Merchandise Sales Invoice. This 
copy, showing costs, is retained.

Accounts Receivable Statement Form 781. This form is 
next illustrated, because of the advisability of making prompt 
notation of moneys owing the business. Job No. S-2 was the 
first receivable created because the customer paid $2.25 and 
owes $2.00. Invoice M-l is the next receivable created because 
customer buys on account, promising to pay on June 15th, 
1936. He did pay in full on June 18th, 1936. However, two 
other customers, Black and Green have a balance owing at the 
end of June. Those balances and any others created during

»

Ir
4
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June and unpaid on June 30th should be transferred to the 
July Statement before any receivables created during July 
are written up. For detailed discussion see Chapter IV, sub
heading “Accounts Receivable,” page 114.
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Form 781. Accounts Receivable Statement.

«
Daily Chargeable Time Report, Form 778. This form has 

been filled in for June 1, 1936, as if service jobs Nos. 1 and 2 
were the only jobs done on that day. We show this form now 
(on page 202), because it can be filled in each day if desired.

Job No. 1 shows 2.6 hours at $1.35. Job No. 2 shows 2 
hours at $1.04. Total for the day is 4.6 hours at $2.39. These 
figures should be entered on the Daily Chargeable Time Re
port for the 1st day of June, 1936.

In the illustration, the first week has been filled in and 
assumed totals for the month are shown at the bottom of the 
columns of 126.4 hours chargeable time amounting to $65.86. 
These amounts are shown in order to assist in illustrating the 
Monthly Chargeable Time Summary.
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Form 778. Daily Chargeable Time Report.

Form 784. Sales and Cost Summary.

.
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Sales and Summary Cost Form 784. This form may be 
made up whenever it is convenient to do so, as soon as sales 
of service and merchandise occur. If desired, all sales may be 
entered at the end of the month. Chapter IV “Recording Sales 
and their Cost” describes the process in great detail.

In the illustration of this form on the opposite page, the 
two service jobs and the merchandise sale described in pre
ceding paragraphs of this chapter have been listed.

Billing on Service Job No. S-l shows $4.13 for services 
rendered, which amount is made up of $3.98 for 2.6 hours time 
plus shop expense and $.15 transportation. Tubes are billed 
at $1.58 and the by-pass condenser at $2.00. The total billing 
on sale is $7.71. Referring to the illustration you will note 
these amounts in their proper columns.

Cost on Service Job No. S-l shows $1.35 as cost of time, 
$.95 for tubes, $1.20 for parts and $.15 for transportation. The 
total cost less shop expense is $3.65.

Billing on Service Job No. S-2 is $3.00 for services ren
dered and $1.25 for one volume control at list. The total bill
ing is $4.25, which is the agreed price for the job. It would be 
permissible to omit the division of the agreed price between 
services rendered and materials used, because it was previ
ously agreed between the operator and the customer that the 
charge would be $4.25. If, in the opinion of the service engi
neer omission is preferable, no detail of the charge should be 
entered on the customer's invoice. It will be necessary to 
make the division for the sales and cost summary, in order to 
arrive at the correct total of service time sales at the month's 
end.

The cost less shop expense of service job No. S-2 is $1.04 
for service time and $.75 for parts.

On the last line we have entered assumed totals, in order 
to illustrate the preparation of the Operating Statement.

Please note that the “cost less shop expense'' of service 
time is $65.86, which is the amount of the chargeable time for 
the month of June, as shown on Form 778. This means that 
neither at the end of May nor at the end of June were there 
any undelivered service jobs in the shop.

The total of the cost of service time can always be checked 
against the Daily Chargeable Time Report by adding to the 
amount of chargeable time for the month, the chargeable time



204 RADIO SERVICE BUSINESS METHODS

Work in Process at the beginning and deducting th 
able time on Work in Process at the end of the 
figure so obtained should correspond with the 
service time shown

on
e charge- 

month. The 
total cost of

the Sales and Cost Summary.on

Shop Expense Rat ■Form No. 776. This form is 
being used for the second time and the actual 
month must be entered in the second column.

now 
expense for the

The chargeable time is obtained from the foot 
third column of the Daily Chargeable Time Report.

of the

O O
SHOP EXPENSE RATE

its Jo,/MONTH Or . _
IN TH1 IUCCIIDM. MONTH HMD ■“N I.TTMHTtO TO-ACTUAL' .MOM UMIMIt IVt.lIKU

CLASS or IXPEMSC NCM ASKS-

» /otbj-lAEMIO ? /•/ w •*yrz rax w actvax 
»OUOWlM TM CU4I o# INI 

I 09 TN« HT1IUTI.la Jo ir

Jr «*/
■ I
01fy A,/>

(LICT.lCrr. AMO MS A C /y
ism [9>

E ■ Ml. Mil* OJVS----- ...
MO... . ACT «tu7/lVf xr Cvautommu un«i

Jr
r_mas /vMfMCtaliOH it

0 /
§J

lo««on accounts MCinaaic

:
XOCt ON IMV INTO*

■
» //<?■ //r RADIO SERVICE 

RECORD SYSTEM
«HM»«TOTAL

.
; n >-oi ■
• /of ili *

»o

• /oU -Jo

I /vfc ’il 'Sf'

2n^y.yfJ^-—i.» £•» - —n ----------

Form 776. Shop Expense Rate Form.

The item “wages earned” has not been changed from the 
estimated figure. Should the amount of this item be greater 

the estimate due to the employment of additional help 
or an increase during the month in wages of personnel em
ployed, or smaller, due to the reverse taking place during the 
month, the actual for the month figure should reflect these

than

conditions.
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~ py;stsasi—-*38.00 estimated, as illustrated as against
on the opposite page.

Other expenses do not differ greatly from the estimate 
except automobile expense.” Instead of 906 only 786 busi
ness miles were run. This you obtained from your mileage 
record. Automobile expense actual therefore becomes S25.62 
as compared to the estimate of $29.54.

The deductible “gross profit on merchandise sales” item 
is obtained from Sales and Cost Summary. Merchandise sales 
of tubes were $22.10, of parts $15.40, totaling $37.50. 
cost of the tubes was $13.26; the parts $9.24; totaling $22.50. 
The gross profit therefore, is $37.50 less $22.50 or $15.00.

The actual shop expense applicable becomes $104.30 and 
the actual rate for the month 158% instead of the 146% esti
mated and used during the month.

The

Operating Statement—Form No. 782. At this point you 
are in a position to combine the figures developed and prepare 
the Operating Statement for the month.

Transfer the totals on the Sales and Cost Summary as 
shown in the illustration on the next page.

The total of Service Sales is the combination of the indi
vidual amounts of $162.01, $47.33 and $28.31 or $237.65. The 
total of Merchandise Sales is the combination of the amounts 
of $22.10 and $15.40 or $37.50.

Service Cost at $126.37 is the combination $65.86, $37.86 
and $22.65 on the “cost less shop expense” side, while $13.26 
and $9.24 render $22.50 as the cost of merchandise.

“Gross profit on sales” is the difference between the sales 
and cost figures and should be at least sufficient to coyer 
actual expenses. Note in this connection the result of selling 
merchandise at correct prices.

For the purpose of demonstration it is also assumed that 
$5.00 commission was earned during the month.

The resultant excess of the sales value of service and 
chandise over the wage and material costs is $131.28.

The expenses to be deducted are obtained from the “actual 
for month” column on the Shop Expense Rate form and copied

mer-
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on the Operating Statement in the spaces provided therefor. 
Their total is $119.30.

O O

OPERATING STATEMENT 
MONTH OF----- ---------------- _ 193_£_

nu •SZSL,

f*}»7lCj-, llSUXS UUI »*0 COWT «U«1««"T1 V7J- [p
iv ftt Ji »v!u<f Jrr.

/vC f/t |»f; frcoosa pnoriT os aw-ca
MBl norr.rimCOMMISSION ORNCD

TO DI1TINCUI1M aiTMlIH
----------------------------------- nuoitot*-- r.nons winr >vo commission /3r \U

T»nj..

LOT
ccevdi
nWHifi

INCIC.TT. A ..part e. IMM
vmm wt' im«i ro«w 

■CT1II-. »0" MONTH <SE5>
WC<AT1I A or 190001—ftfc

A_
?JLTOXI

y_:«
nrncmn«< iro» «ov»wf wr 
-twee
--------- C*Ui

Ull C-» «CCC\«ff> M<

£
II

aoia cm i».a;MTo..i.

RADIO SERVICE 
RECORD STSTEMJo________ TOTAL ACTUAL IURCMSC

NTT IWMI OM-XO— rpn i IlFU• •

Form 782. The Operating Statement.

Deducting $119.30 “actual expense” from the total “gross 
profit and commission” of $131.28 results in a net profit for 
month of $11.98.

Therefore cross out the words “or loss” on the last line 
of the Operating Statement.

Cumulative Operating Statement—Form 783. This form as 
illustrated shows the transfer of the amounts from the monthly 
operating statement. If made up faithfully, this form will 
provide a running history of the operation of your business.

The Cumulative Operating Statement gives you your 
most comprehensive picture of the progress of your business. 
When the figures from several months' Operating Statements 
have been transferred to the Cumulative Operating State
ment, you are then in a position to make useful comparisons, 
to observe both the trend of your business from month to
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CUMULATIVE OPERATING STATEMENT 
YEAR 193
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Form 783. Cumulative Operating Statement.

month but also the general trend as indicated by the “year 
to date” figures. Of course, the “year to date” figures over a 
twelve month period will concern you most, for you will 
realize that though the figures for slack months may show 
little or no profit, the over-all results of a year’s operation 
may still be quite satisfactory.

Monthly Chargeable Time Summary, Form 779. The item 
“wages earned” is taken from the “actual for month ’ column 

the Shop Expense rate form. The “chargeable time” item 
should be taken from the Daily Chargeable Time Report form. 
The “idle or non-chargeable time” item is the result of sub
traction. At this point the figures for the month should be 
checked against the corresponding items on the Shop Expense 
Rate form as a matter of precaution. Having independently 
arrived at “idle time” on the monthly chargeable time sum
mary, the other source for this information should be looked
up to insure agreement.

The percentage 
$108.34 into $42.48.

on

in column 5 is obtained by dividing 
The result will be .3921 or 39.21%,

«•
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Additional assumed figures have been entered on this 
form as illustrated below, in order to demonstrate the result 
obtainable by its use.

Summary of Shop Expense Rates, Form 777. Preparing 
this form consists of copying the estimated and actual shop 
expense amounts and rates from the monthly Shop Expense 
Rate forms and calculating the cumulative estimated and ac
tual shop expense rates. In Chapter VII the purpose and 
use of this form has been discussed in detail.

O O

MONTHLY CHARGEABLE TIME SUMMARY
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Form 779. Monthly Chargeable Time 
Summary.

In the illustration of the form on the opposite page the 
month of June has been copied from the Shop Expense Rate 
form for that month. Other assumed amounts have been en
tered to fill out the year and to demonstrate the result obtain
able by the use of the form.

The amounts of estimated and actual shop expense have 
been arranged in keeping with the “idle time” trend on the 
Monthly Chargeable Time Summary form illustrated in con-
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nection with the preceding paragraph. In setting up these
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Form 777. Summary of Shop Expense Rates.

of 146%. Subsequently the actual chargeable time of $65.86 
divided into the actual shop expense of $104.30, render

ing an actual rate of 158%.
Similarly in the preparation of the Summary of Shop 

Expense Rates form, the “year to date” estimated chargeable 
time amounting to $138.59 is divided into the year to date

was
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amount of estimated shop expense of $210.94, resulting in 
a “year to date” estimated rate of 152%. The “year to date” 
actual chargeable time at $131.71 divided into the “year to 
date” actual shop expense at $210.45 renders a rate of 160%.

The same method has been followed to obtain the rate for 
the succeeding “year to date” totals.

The figures used demonstrate that it is possible to arrive 
at an overall shop expense rate which can be applied, with 
possible minor adjustments, during the entire business cycle. 
Allowing for the fact that the amounts of shop expense are 
not obtained from existing operating records, they neverthe
less have the virtue of being set up in accordance with sea
sonal fluctuations of chargeable time combined with a fairly 
constant level of other expenses.

Noteworthy is the circumstance that the pronounced 
monthly fluctuation in the shop expense rate between 103% 
actual and 188% actual is considerably greater than the limit 
of variation in the year to date column, which is confined be
tween a low of 147% and a high of 169%.

The form prepared for an entire year would very prob
ably not exceed these limits.

The seven months* period illustrated points to an overall 
shop expense rate for an entire year of about 150%.

The specimen forms shown in this chapter illustrate a 
one-man business, the proprietor of which, T. Jones, allotted 
himself $25.00 per week as salary or drawing account.

Comparatively simple though the RCA Radio Service 
Record System is, T. Jones found it necessary to devote a 
certain amount of time to it each week. He had to separate 
his personal affairs from his business affairs, to keep a record 
of all business transactions, and to enter them on the proper 
forms. What did T. Jones gain by keeping the records we 
have described? Some of the chief benefits follow.

When he started using the system, he made up a Balance 
Sheet. He then knew just where he stood in a business way 
at that moment.

As a result of keeping the Daily Chargeable Time Report, 
the Monthly Chargeable Time Summary and the Shop Ex
pense Rate forms, he has learned that his cost of one hour*s
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service is $.52 plus about 150% shop expense, or $1.30 per 
hour. Besides providing him with the basis for his cost fig
ures for each job, these forms have indicated to him the trend 
of his business, have shown him whether additional sales 
effort was needed to keep the ratio of idle time to chargeable 
time from becoming dangerously high, and whether there was 
an urgent need of pruning other expenses.

Finally T. Jones has been enabled to make up Monthly 
Operating Statements and a Cumulative Operating Statement. 
These forms have told him of the progress of his business; 
whether he was making a profit or a loss. Furthermore, with
out needless redtape and complicated records, he has been able 
to prepare Operating Statements and Balance Sheets suffi
ciently reliable to be accepted as such by banks and business 
houses to whom he might wish to offer a statement of his 
financial condition.

Through the use of the Merchandise Sales Invoice and 
the Service Job Cost Card, with their carbon copies, he learned 
the cost of each job or sale and impressed his customers with 
his business-like methods. In addition, he received valuable 
information for his guidance in his advertising and sales 
promotion program.

In short, he has operated his business in a business-like
manner.



RCA RADIO SERVICE 

RECORD SYSTEM
HOW TO OBTAIN THE FORMS

There are eleven forms for use with the RCA Radio Service Record 
System. The quantity required of some of these forms will be the same 
for all radio service businesses, regardless of size or number of trans
actions. A quantity of these forms sufficient for one year’s operations is 
packed as the Annual Kit.

The quantity required of the other five forms (Forms Nos. 775, 780, 
781, 7S4 and 778) will depend on the number of transactions or, in 
the case of Daily Chargeable Time Report Form No. 778, on the num
ber of employees. These forms may be purchased separately as required.

The Initial Kit of forms takes care of those businesses just starting 
the use of the System. This kit is composed of the Annual Kit plus a 
quantity of the other forms to last the average service business for 
some time, depending on the size of the business.

All forms are punched to fit standard office binders obtainable at 
stationery stores. Holes are Vi" in diameter, spaced 2 %" apart. 
Forms may be ordered from distributors or direct from RCA Manu
facturing Company, Camden, N. J., if accompanied by remittance. All 
prices include transportation charges.

J

IMPORTANT!
IMPRINTING: Forms Nos. 775 mid 780 arc imprinted and machine 

numbered. Print the imprint instructions plainly, not over four lines.
NUMBERING: Be sure to specify starting number when ordering 

Forms Nos. 775 and 780. For example: “4 pads of Form No. 775, 
numbering to start with S-l; 3 pads of Form No. 780, numbering to start 
with M-l.”

INITIAL KIT
Price, $5.00

The Initial Kit contains all forms required for starting the system. The 
Annual Kit, included in the Initial Kit, provides enough of Forms 
Nos. 782, 776, 779, 777, 785 and 783 to last one year, regardless of 
the size of the business. Enough of the other forms are provided In 
this Initial Kit to last for some time, depending on the size of the 
business. These forms can be ordered separately thereafter.

Item No. 780

Contents:
1 Annual Kit.
•1 Pads Form No. 775— 

Service Job Cost Card.
3 Pads Form No. 780— 

Merchandise Sales In
voice.

1 Pad Form No. 781—Ac
counts Receivable State
ment.

1 Pad Form No. 784— 
Sales and Cost Sum
mary.

1 Pad Form No. 788— 
Daily Chargeable Time 
Report.

{



ANNUAL KIT
Item No. 787. Price, 50c 

Contents:
25 Sheets (I Pad) Form 

No. 7S2 — Operating 
Statement.

25 Sheets (1 Pad) Form 
No. 776 — Shop Ex
pense Rate Form.

4 Sheets Form No. 779 
—Monthly Chargeable 
Time Summary.

4 Sheets Form No. 777 
—Summary of Shop 
Expense Rates.

4 Sheets Form No. 785—Balance Sheet.
4 Sheets Form No. 7S3—Cumulative Operating Statement.

This kit contains a supply of the above forms sufficient to last a year 
for any radio service business, regardless of size of business.

I
.

Form 775—Service Job Cost Card.—The 
heart of the ItCA Itadlo SerTlce accord System, 

presses your customers. S VS x 11 In. Jn 
plicate—huff, white and canary. One set re

quired for each service Job. 50 sets to a pad. 
Imprinted and machine numbered. De 
sure to give starting number when ordering.

4 Pads, $3.00—10 Pads, $5.00

Form 7110—Merchandise Sales Invoice. 
—Slzo 8% x 10 In. In duplicate—white end 
canary. One set required for each on-nccounl 
merchandise sale. 50 sets to n pad. Imprinted 
and machine numbered. Il« ft lire to give 
starting number when ordering.

3 Pads, $1.25—6 Pads, $2.00

Illl
tri

i.... . ..
les and Cost Summary. 

—(lives you nn Individual and group pic
ture of all transaction*. Size S VS x 11 In. 
Kuril sheet handl.M 27 sale*. 100 sheet* 

pud. No Imprint.

Form 770—Daily Chargeable Time 
Report.—Slzo 8 VS 
month required for 
enough for 
for n year.

x 11 In. One sheet per 
each worker. One pad 

and three employees 
No Imprint.

proprietor 
50 sheets t to ao a pad. 

Per Pad. 50c Per Pad, 50c

Form 701 — Accounts 
Receivable St 
Slzo 8 VS x 11 
sheet handles 27 
rccolvabl 
n pad.

ntemeut. 
in. Kach 

accounts 
100 sheets to 

Imprint.
Per Pad, 50c

le.
No
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