Chapter 12
Controls: How Do You Keep the New Venture on Track?
INSTRUCTOR MATERIALS

Entrepreneurial Profile—Jim Schell, CEO/Founder Opportunity Knocks
Think it Over:
1. Do you think a key indicator report should be used as a management tool? 
Yes. To properly control an organization, key statistics need to identified and evaluated to see if goals and objectives have been met. Writing a report on whether these key indicators (such as customer satisfaction or the efficient use of factory machines) were met is a good control mechanism.
2. Would you be willing to have a key indicator, such as net profit margins or gross revenues (sales), as a key indicator in your company?
Yes. Net profit margins and gross revenues are normal financial ratios used by all companies. A company should have more financial ratios such as debt to equity, gross profit margin, current ratio, quick ratio, and return on equity to look at their organization from a wide variety of financial ratios. 


The Elevator Pitch

The link for Emily McHigh’s designer laptop bags elevator pitch can be found at: http://www.nbcnews.com/video/your-business/31875791#31875791.

Think about it: 
1.	What score do you give the pitch? 
Our class felt that Emily earned a 3 for her pitch. She did ask for a great deal of money: $10 million. 
Great product idea and pitch  		Terrible product idea and pitch
4			       3			2				1
2 	Would you fund the 10 million dollars Emily asked for?
No. We think Emily would need at least a few million dollars in sales already. If she had a few million in sales, she might get a $10 million investment.
3.	How would you improve the pitch? 
We think Emily should further highlight why her bag is unique from other laptop bags.

Answers to Review and Discussion Questions
l.   Why is the control function and process so important to the small business owner?
Controlling is the process of establishing methods ensuring that the business objectives are achieved. The primary objective of a small business owner/manager should be to provide a product of high quality at a minimum cost on time. In fulfilling that responsibility, the owner must make sure plans are carried out and that the firm's assets are protected. And that, as our definition implies, means controlling. The better your skills are at controlling, the greater are your chances of success in business.

2.   What is the role of standards in controlling quality?
Complete standards describe performance levels in the areas of quantity, quality, time, and cost. Objectives are standards. However, additional standards are needed if objectives are to be achieved.

3.   Why is quality called a virtue of design?
Products designed with everyone working together will have fewer manufacturing problems.

4.   What are some of the things managers can do to control quality and cost?
The six guidelines for controlling costs are to emphasize profits, not costs, set clear cost standards, talk about and reward cost consciousness, enforce cost standards, use employee suggestions, and keep records and plan for improvements.

5.   What is the chief difference between historical balance sheets and a firm's income statements and its budget? 
While the budget appears to be identical with the historical balance sheets and income statement, it is not. Although the terms used are identical, the time frame is different. A firm's annual financial statement is an historical summary of production and other costs that have actually been incurred. The budget is a preliminary written plan for future specific applications whose purpose is to control future company activities.

6.   How would you go about setting up a budget for your firm? What information would you need and how would you use it?
To start a new budget, a review process of all revenues and costs will help create the accounts that will be on the budget. While the idea of budgeting is universally applicable, each budget is uniquely and individually drawn and tailored to a specific organization structure and objectives. It is necessary for your budget to conform to your specific business in order for it to be successfully used for planning and control. 

7.   How would you use the budget as a control device?
The outcome of the planning process, with its implications for forecasting and decision making, is a formulated budget that is then used for control purposes to ensure that the organization is proceeding according to plan.

8.   What is the importance of a variance from the budget and what steps do you take when a variance occurs?
Budget variance is a deviation from the established budgetary amount. While overspending may not be desirable, it signifies that the department has failed to meet the plan and that corrective action is needed or that significant authorized growth has occurred.

9.   Define the term "operating ratio." How would you use ratios in your business for making decisions? 
Operating ratios indicate how efficiently the firm is operating. For example, the inventory turnover ratio measures the number of times inventory is turned over during the year. 
10.   Define and explain the meaning of liquidity ratios.
The current and quick liquidity ratios represent the firm's ability to meet its short-term debt (current liabilities) with current assets or, stated another way, the ability of the firm to pay its debts. The current ratio is your current assets over your current liabilities. 

11.   Define and explain the meaning of leveraging.
Leverage ratios measure financing by a firm's owners against that supplied by creditors. A low-leverage debt to equity ratio means that the business owners supply less of the funds needed by the business and that creditors provide more of the firm's financing.

l2.   Explain the current ratio. Would a ratio of 1:1 be considered a "good" current ratio? Why or why not? 
A 2:1 current ratio is desirable. The quick ratio deducts the inventory from the current assets since inventory is not as liquid as cash. A 1:1 ratio for the quick ratio is desirable.

l3.   What is the difference between the current ratio and the acid test ratio? If you were a supplier to the business, which ratio would you use and why?
A 2:1 current ratio is desirable. The quick ratio (the acid test) deducts the inventory from the current assets since inventory is not as liquid as cash. A 1:1 ratio for the quick ratio is desirable.

l4.   What does the inventory turnover ratio tell you? What would be a satisfactory inventory ratio?
The inventory turnover is how many times your inventory changes every year. A turnover of once a season (four times a year) is good. But, the higher the number of turns, the more frequently the product is selling. 

15.   Define the proprietorship ratio. What is the standard usually accepted as being good for this ratio?
Proprietorship ratio is obtained by dividing your equity (owners equity) by your total assets. A ratio of .70 means 70% of the business is owned by the owners and 30% by creditors. 

16.   To quickly judge the overall health of a firm, which three ratios would you use and what would be considered good ratios?
Current ratio = 2:1. If you take out inventory that is not as liquid, a quick ratio of 1:1.
Net profit margin = 5%. Depending on the margins in an industry, 3% might also be appropriate. It depends on the industry.
Debt to Equity = 40–50% of the company is debt and 40–50% is owners equity.


Application Exercises  
When doing these exercises, be sure to select a specific business, where applicable, preferably one where you presently or previously work(ed) or a business you would like to own someday. If this is not possible, pick a specific organization to which you will refer. Be sure to identify the organization by name. Limit your answers to one or two pages per exercise.
1. Select a specific business you are familiar with and develop standard ratios that you would consider to be important for the business using sources such as Risk Management Association (RMA) or Dun & Bradstreet.
The Big Y Supermarket is a small community food market that has grown into 59 supermarkets in Massachusetts and Connecticut. The chain of supermarkets is privately owned by the D’amour family. However, they have developed a large financial department to analyze all their revenues, operating costs, and profits. Like all supermarkets, they work on a net profit margin of only about 1%, so they study their financial data closely since margins are so slim in the supermarket industry. Supermarkets, like the Big Y, make a small amount of money per dollar, but they have high revenues to offset the lower profit margins.

2. Interview a local bank loan officer to find out what ratios are considered important and what values for these ratios are sought in judging business health.
To qualify for a loan, banks look for the “Five Cs” of credit—capacity, collateral, capital, character, and conditions. If your business is lacking in any of these areas, obtaining a small business loan may prove difficult. Banks like to make sure the small business has (1) the ability to generate net income, (2) some of their own money or assets in the business, (3) good standing in the local business community, and (4) a marketplace that is interested in buying their product or service.

Debt service tells the lender how many times you could make the loan payment with your net income. Banks like to make sure there is some breathing room between the net income of the business and the amount of money to pay back the loan each month.

The debt to worth (also known as the debt to equity) ratio is easy to calculate. Just look at your balance sheet and divide shareholders' equity by total liabilities. Bankers like to make sure the company is not already overly in debt before they give the company another loan.

3. Compare the information you located in question 1 and 2. Are the ratios being considered the same or are they different? Explain the difference or similarities.
Yes. The Big Y knows they need to be able to have a net income large enough to payback any new loans they acquire from a bank. Plus, the Big Y knows the bank will not likely give them a loan if they already have too high of a debt, a poor reputation in the local community, or if the business environment is poor and another supermarket might not fit an economic area that is being hit hard by the poor economy.

4. Interview an established small-business person and obtain a copy of the firm's financial statements, current or past. Using this information:
a.   Compare the ratios used in this chapter;
b.   Using the RMA or Dun & Bradstreet, find the industry ratios for this type of business.
c.   Compare the information in questions (a) and (b) and make appropriate recommendations for the business.
Panera Bread is an example of a business that has grown rapidly in the Northeast area of the country. You can review their financial reports at their website at https://www.panerabread.com/en-us/company/financial-reports.html. You can then use Yahoo financial services at http://www.nasdaq.com/symbol/pnra/financials?query=ratios to see the actual ratios covered in the textbook. At this time, Panera Bread has a high stock price of more than $170. They also have high gross profit margins of more than 36%, which has increased since three years ago when it was 32%. So Panera Breads is an example of a small business that has learned to sell franchises—and make good profits for the franchisee owners. 

Application Situations 
1. Networth Company Answers
[bookmark: _GoBack]Networth Company, founded by Peter Jurgen in 2010 after graduation from college, was a retail store specializing in selling expensive fabric to wealthy clientele. The first three years of the firm's existence saw an increase in sales by 50 percent, 75 percent, and 100 percent. In those years Peter was only able to show net profits of under 6 percent while the average profits for the industry were 14 percent. He attributed this to the unusually high startup costs and the expensive property he had leased on the most expensive street in the city. It would, he thought, take several years and everything would fall into place and he would be at least competitively profitable.
In 2014, however, there was a recession and Peter's sales dropped in two successive years by 25 percent in the first year and 30 percent during the following year. Profits became nonexistent. While not panicking, Peter decided to revise his credit policies. Previously he allowed thirty days net on his bills. Now he allowed forty-five days. Also recognizing that his customers might not have as much discretionary income as before, he relaxed enforcement. His average collection period ratio was now sixty days. Given enough time, he was sure that this strategy would turn the company around.
l.   Does the fact that Peter's 6 percent profit fail to match industry standards signal a problem for the company? How would you measure profits? As a result of your findings, what would you recommend?
Peter’s 6 percent profit obviously does not match the industry standards, but this is the result of locating his facilities in a high-cost area. Obviously, the higher the rent, the less profit he will realize. Profit is computed as cost of goods divided by total sales. As a result of this computation, as long as he is satisfied with 6 percent, he should continue to operate in the same manner. He should be aware that if things change, his profitability might suffer. He should carefully monitor the economy, read trade publications, and pay attention to what the competition is doing to detect any changes that might impact upon him.

2.   Are you comfortable with Peter's rented facilities? Support your position and indicate the effect that change of facilities might have on profits.
You should not be comfortable with Peter’s rented facilities as this lowers his profits and is only good when the economy is also good. Changing to less expensive facilities would enable him to increase his profit ratio to meet industry standards. Caution: he might lose some sales in a less prestigious area.

3.  Is it too late for Peter's plan to save the company or is his timing wrong? Defend your opinion.
Peter’s plan to save the company by revising credit policies to allow 45 days, then extending to 50 days, would not turn the company around. In fact, this policy would create large losses in years two and three. Considering the softening in the economy and his appeal to an upscale market, it is doubtful that he can save the company.


2. Jay’s Antiques Answers
Jay's Antiques, long a fixture in the antique district, managed to turn a respectable profit for fifty years. Jay, now reaching retirement age, began the process of transferring the business and responsibility for decision-making to his children, Sam and Beth. Both had been in the business for five years and, while they were happy, they disagreed with several of the policies Jay followed. For example, they were certain that Jay's approach to buying inventory was too conservative. Jay studied the market and bought only those items that were selling. He gave little consideration to future trends. Sam and Beth thought that the only inventory Jay acquired was already pre-sold since nothing Jay bought remained unsold for longer than 30 days. This approach often resulted in a sparse inventory, leaving clients with a small selection. Slowly, they began to buy more inventory so that buyers would have a wide range of choices. Sam, studying all the journals and economic predictions, bought inventory that, while not currently popular, would be good for future sales.

1. l.  Based upon the above information, what ratios would be affected by the change in policy and how would these ratios change? Explain and be specific.
Based upon the information available, as the result of the changes in policy, the ratios that will be affected will fall under the heading of:
a.  Profitability Ratio, which will decrease;
b. Liquidity Ratio, which would decrease as there would be less cash to pay off current debt;
c. Quick Ratio, which would also decrease as there will be less cash;
d. Debt to Equity Ratio, which would increase;
e. Operations Ratio, which would show inventory turnover decreasing since it would take a longer time to sell inventory.

2.   What does the term "respectable profit" tell you? If you were in the antique business, how would you measure success? Explain the measurements you would use and give several examples.
Respectable profit has many meanings depending upon the owner’s definition. In some instances, an owner may be willing to accept less profitability for their own personal reasons. Generally, a respectable profit would be the industry standard. Therefore, any measurement of success depends upon personal norms.
3.   As a result of Beth and Sam's strategy, what do you think will happen to the business and why? Explain your position and, as a result of your conclusions, make some recommendations to Beth and Sam.
As a result of their strategy, the business’s profitability will diminish because they will have less cash and selling the inventory will take longer. In general, they will be unable to maintain the business without enough cash to fund buying more inventory. The business will have to be liquidated unless Beth and Sam immediately create and follow a business plan in order to save it.

3. Zenotek Answers
"Profit doesn't mean anything to me. As a measure of my success, it is lacking. All that matters is that I have enough cash to pay my bills." This statement was often made as Priscilla paid the bills incurred by her small manufacturing firm. Her company, Zenotek, manufactured high-capacity chips for use in many of today's appliances including computers and consumer durable goods such as washing machines, ovens, and even office machines. As technology is continually changing, Priscilla has to continue upgrading her facility with newer, more modern manufacturing equipment.
The future appeared bright and equipment manufacturers' terms were generous. If she wanted to, and often did, she could extend the payout on machinery to thirty or forty years. As a result of her firm's success, Priscilla bought a large building lot in a good suburb and erected a state-of-the-art building. Her office and those of her administrative staff were spacious and expensively furnished.
l.   Which of the ratios discussed in the text could be affected? How would these ratios be affected?
All ratios in Exhibit 12-8 will be affected (the exception being the human resources area for which there is insufficient information given in the text). In all instances, the ratios would be adversely affected and show a company with diminishing profitability as Priscilla continued to extend credit terms and to spend without regard to industry standards.

2.   What recommendations would you make to Priscilla based on her belief or evidenced by her statements and the result of the ratios?
Priscilla should immediately develop pro formas and a long range plan. This plan would use industry standards so that Priscilla could determine the appropriate percentages based upon projected sales for spending on plant, equipment, furnishing, and other categories of expenses.

3.   In your opinion, what is the likelihood of the firm's survival or is it too late? Explain your position.
The likelihood of the firm’s survival is not very great as Priscilla has likely expended her overhead to such an extent that in the event of a downturn or a slowdown in the economy, her costs of doing business will be unsustainable.

Answers to Case Questions
The Scuderi Engine Group Needs to Rev Up
Think it Over: 
1. Draw a simple balanced scorecard to assess the current situation at the Scuderi Engine Group. In which of the four perspectives are they strongest? Which perspective is their weakest?
The balanced scorecard monitors a company in four basic areas instead of focusing only on financial performance. These areas are:
· Financial perspective. Has raised funds from small investors and the U.S. government.
· Internal operations perspective. Dominated by the Scuderi siblings. Professional business people have been brought in to help the company progress.
· An employee learning and growth perspective. The Scuderi Group should devote more time to human resources.
The internal strength of engineering is their greatest area of business. Developing employees and a marketing campaign is their greatest weakness.

2. How should the Scuderi group implement TQM? 
The Scuderi group should designate a person as the Champion of TQM. He or she can then drive a program of continuous improvement.  
3. Assess the economic and technological risk associated with trying to enter the transportation industry with a revolutionary engine that could increase efficiency, decrease our reliance on petroleum, and be better for the environment?
The Big 4 Auto Industry is able to block new competitors from entering their industry. Even as GM was failing, the U.S. government stepped in to bail them out. So, even with hard work for the last few years, the Scuderi Group has found it hard to gain a real foothold in the industry. 


Answers to Global Case Questions
Losing Control at Lululemon
Think It Over:
1. How can reviewing the budget process help to improve controls at Lululemon? 
Budgeting is a planning and controlling process. Like many companies, Lululemon would do well to make sure their original budgets are prepared with great care and reflect the expected costs in each area. Once implemented, variances can be found where too much or too little money was spent in an area or even in a single line item such as transportation costs or the cost of professional development. 

2. What needs to be in place for a TQM program at Lululemon to be successful?
Total quality management (TQM) requires everyone in the organization to continually improve products and services. The key to TQM is setting standards and continually striving to improve them. For TQM to be successful, Lululemon has to get the buy-in from all their managers and employees to reduce errors to virtually zero. If an item is to see-through to be marketed ethically, someone in the process has to determine this issue before the product reaches the marketplace.

3. Review the profitability ratios for Lululemon at Yahoo.com’s Finance page. Make sure to search using their stock symbol, LULU, and then go its Key Statistics. 

As of November 2013, Lululemon is near an all-time high of $68; ratio data for Lululemon is from Yahoo Finance.
Lululemon Athletica inc.
NASDAQ: LULU - Nov 11 4:00 PM ET
68.96-0.04 (-0.06%)
[image: https://www.google.com/finance/chart?q=NASDAQ:LULU&tlf=12&chst=vks&chs=330x96&chsc=1]
Ratio data TTM as of 08/4/2013


Profitability - Lululemon Athletica Inc (LULU)	http://investing.businessweek.com/research/stocks/financials/ratios.asp?ticker=LULU
	Return on Assets
Industry Comparison
25.44%
	
	Return on Equity
Industry Comparison
31.72%

	Return on Capital
Industry Comparison
28.99%
	
	


Margin Analysis—Lululemon Athletica Inc (LULU)
	Gross Margin
Industry Comparison
55.21%
	
	Levered Free Cash Flow Margin
Industry Comparison
11.36%

	EBITDA Margin
Industry Comparison
29.68%
	
	SG&A Margin
Industry Comparison
28.71%


Asset Turnover—Lululemon Athletica Inc (LULU)
	Total Assets Turnover
Industry Comparison
1.5x
	
	Accounts Receivables Turnover
Industry Comparison
163.7x

	Fixed Assets Turnover
Industry Comparison
7.3x
	
	Inventory Turnover
Industry Comparison
4.6x


Credit Ratios—Lululemon Athletica Inc (LULU)
	Current Ratio
Industry Comparison
8.3x
	
	Quick Ratio
Industry Comparison
6.2x


Long-Term Solvency—Lululemon Athletica Inc (LULU)
	Total Debt/Equity
Industry Comparison
--
No data available
	
	Total Liabilities/Total Assets
Industry Comparison
12.1x


Growth Over Prior Year—Lululemon Athletica Inc (LULU)
	Total Revenue
Industry Comparison
27.54%
	
	Tangible Book Value
Industry Comparison
37.72%

	EBITDA
Industry Comparison
24.67%
	
	Gross Profit
Industry Comparison
26.65%

	Receivables
Industry Comparison
74.68%
	
	Inventory
Industry Comparison
30.01%

	Diluted EPS Before Extra
Industry Comparison
24.17%
	
	Capital Expenditures
Industry Comparison
43.61%






Additional Business Plan (Appendix B)
A business plan should include controls built into the process so that management and employees build quality into the business system and not after the business has already been in business. Students should include a balanced scorecard so they are not overly fixated on financial controls at the expense of focusing on the customer, internal business processes, and learning and growth. In regards to financial controls, students should highlight the ratios that will most likely impact their business. These ratios will most likely include gross, operating, and net profitability; debt-to-equity and debt-to-asset levels; and inventory turnover.


Paper Clip Entrepreneurship Challenge
Since this is the last chapter of the book, each student should hand in their report for the Paper Clip Entrepreneurship Challenge. Students can include a balanced scorecard as part of their report. Using the scorecard will allow students to report on the business processes they used, the satisfaction of their customers, how much “money or financial gain” they achieved through the exchanges, and what they learned and how they grew from exchanging paper clips.

College Entrepreneurial Spirit Award Winners
Since this is the last chapter, the College Entrepreneurial Spirit Award winners should have been informed and asked to visit the entrepreneurial class. Each class can decide if they would like to give the college winners an award, a gift certificate, or an opportunity to speak to the class about their businesses.

Community Entrepreneurial Spirit Award
Since this is the last chapter, the Community Entrepreneurial Spirit Award winners should have been informed and asked to visit the entrepreneurial class. Each class can decide if they would like to give the college winners an award, a gift certificate, or an opportunity to speak to the class about their businesses.





ANSWERS AND EXTRA MATERIAL THAT STUDENTS HAVE IN THEIR SUPPORT MATERIAL 

Practice Quiz

Multiple Choice Questions
1.	Which of the following guidelines for controlling quality is incorrect?
(a.)	Use quality resources and systems.
(b.)	Set clear quality standards.
(c.)	Enforce quality standards.
(d.)	***Keep records in your email.

2.	Which of the following guidelines for controlling costs is incorrect?
(a.)	Emphasize profits, not costs. 
(b.)	Set clear cost standards.
(c.)	Talk about and reward cost consciousness. 
(d.)	***Keep records in your e-mail.

3.	Which of the following is not a liquidity ratio?
(a.)	the current ratio
(b.)	the quick ratio
(c.)	***the debt ratio
(d.)	A and B

4.	Which of the following basic areas does not belong in a balanced scorecard?
(a.)	a financial perspective
(b.)	a customer perspective
(c.)	an internal operations perspective 
(d.)	***an engineering perspective

5.	Potential risks in owning a business include all of the following except:
(a.)	natural hazards
(b.)	contracts and legal relationships
(c.)	financial operations
(d.)	***All are potential risks.

6.	Potential risks that need to be assessed include all of the following except:
(a.)	acts or omissions of third parties
(b.)	federal, provincial, and municipal laws or regulations
(c.)	economic conditions, dependence on outside resources, property loss, use of technology, and workforce issues.
(d.)	***All are potential risks.


True/False Questions
7.	The budget is a preliminary written plan for future specific application whose purpose is to control future company activities. 
True.

8.	JIT requires everyone in the organization to continually improve products and services. 
False. This is the definition of TQM.

9.	Inventory turnover ratio is an operating ratio that serves as an indication of how often merchandise is turning over. 
True.

10.	The balanced scorecard works better for small businesses than large organizations.  
False. Using a balanced scorecard can help all organizations.

Weblinks

http://balancedscorecard.org/Resources/AbouttheBalancedScorecard/tabid/55/Default.aspx
Discussion and Diagram of The Balanced Scorecard.

http://www.bbt.com/bbtdotcom/business/small-business-resource-center/growing-a-business/financial-ratios.page
Ratio calculations and video presentations presented by Branch Banking and Trust Company (BBT). 



Additional Entrepreneurial Profiles
Carol Schroeder (Orange Tree Imports): Use Money to Borrow Money
http://smallbusinessschool.org/course.cfm?id=1

Think about it
1. How did the Schroeder’s use leverage (debt) to buy their building? 
The Schroeders were able to get a loan to buy their building by using their own cash as collateral.

2. What does it mean to “use other people's money” to grow your business?  
Other People’s Money (often referred to as OPM) means using your small amount of money or assets to acquire a loan. The idea is the entrepreneur can then use the banks (OPM) money to make more money.

3. What bank would you work with that you think would understand your business? Answers will vary. But, students should select the bank they feel most comfortable building a relationship with to help build their partners.


Additional Elevator Pitches
We thought we would end the textbook with 10 LOUSY elevator pitches. What do you think is the problem with each pitch? There is a brief explanation of why each pitch was selected to be lousy. For example, some of the pitches were too long, or they forget to ask for how much money they wanted form the VCs.
 
http://www.cbsnews.com/8301-505183_162-28545966-10391735/top-10-lousy-elevator-pitcheson-video/


90-Second New Venture Pitch
Since this is the last chapter, each student should be ready to make their own elevator pitch! They have had plenty of time to practice…so they should be well prepared. Each student should practice their pitch to make sure they take 90 seconds. The VCs do not like it when a pitch is too long or too short. 
Professors should prepare for the pitch competition by inviting VCs. Although real VCs are nice, students are just as excited when VCs (judges) appear from their own college or university. 
VCs should have a sheet with the criteria listed. If the quality of the presentation is worth 50%, and the feasibility of the presentation is 50%, then the judges should fill in their score and average the scores to see a final score. Thus, if a student had a 90 on their presentation, but only an 80 on the feasibility of their idea, their final score is an 85 or a “B.”




Additional Application Exercises and Situations

1. Use the balanced scorecard to analyze another business created by a fellow student in class. You might fill in the four sections while the other student presents their business plan. Remember, a balanced scorecard has the following four areas: 
· Customers: Measures your customers' satisfaction and their performance requirements—for your organization and what it delivers, whether it's products or services.
· Financials: Tracks your financial requirements and performance.
· Internal Business Process: Measures your critical-to-customer process requirements and measures.
· Knowledge, Education, and Growth: Focuses on how you educate your employees, how you gain and capture your knowledge, and how you use it to maintain a competitive edge within your markets.[endnoteRef:1] 

This is one last attempt to make sure the students use a balanced scorecard in their own business plan.
 [1:  http://www.dummies.com/how-to/content/what-is-the-balanced-scorecard.html] 

2. Use the Small Business Insights video at http://toolkit.smallbiz.nsw.gov.au/part/6/30/143 to fill in the blanks of the financial ratios provided to analyze a business of your choice. 
Answers will vary. Students should search online for an income statement and balance sheet of a company that is interesting to themselves. A fairly new IPO such as Facebook or Twitter might be interesting.

3. Use the Small Business Insights video at http://toolkit.smallbiz.nsw.gov.au/part/6/30/143. Although the video is short, it identifies TRENDS as being important in using financial ratios. Why are trends so important? 
Ratios should be analyzed over a three-year period to see if they are moving in a positive direction.
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