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TONI’S T-SHIRTS (Part 2)

MATERIALS:

· Copies of handout:  “What If?”  (1 per participant)

· Computer with spreadsheet software and printer

· “Toni’s T-Shirts” computer template 
· Paperwork and breakeven calculations from “Toni’s T-Shirts, Part 1”
· Answer sheet and solution pages (for facilitator)

· Method for displaying answers (copies of answer sheet, overhead projector, or computer and projector)

TIME:
60-90 minutes
EXPERIENCE:
IN ADVANCE:  Use the “REAL Templates Practice” activity to introduce participants (and yourself) to computer spreadsheets before engaging in this or other activities involving the templates. Ensure that all students have access to the template on their computers.  Please see “Introduction to REAL Templates” in How to Use This Guide for more information.

1. After completing “Toni’s T-Shirts, Part 1,” tell participants they will now read several scenarios for Toni’s business and have an opportunity to use a computer spreadsheet to calculate breakeven point using several variables. 

2. Help participants open the “Toni’s T-Shirts” computer template, which should be loaded onto their computer. 

3. Distribute “What If” sheets and help participants transfer the figures they calculated in Part 1 onto the spreadsheet labeled “Toni’s T-Shirts.”  Remind them to print a copy of the completed spreadsheet. 

4. Ask participants to work in pairs to read through the scenarios and enter the figures into the spreadsheet, noting the resulting changes.  Participants should write the answers to the “What If” questions on the paper worksheet.

5. Using the method of your choice to share the answers, go over the figures on the spreadsheets, emphasizing how changes in various factors affect the breakeven point.

REFLECTION:
After reviewing the What If’s, debrief the activity by asking:

· How did determining breakeven point on the computer compare to doing it by hand?

· What limitations does the electronic spreadsheet have?  What limitations do you have in using it?

· Could you analyze breakeven point (using the computer) to help determine the potential success/failure of your own business or another moneymaking idea?  What additional information or practice would you need?

EXPANSION & APPLICATION:

· Suggest to students that they identify a school project or fund-raiser and apply what they’ve learned in this activity to determine its breakeven point.

· Breakeven point analysis should be included in the Financials section of the business plan.  A printout of the computerized spreadsheet presents the information in a polished, professional format.

WHAT IF?

Before starting with the scenarios below, transfer the original numbers you used in “Toni’s T-Shirts, Part 1” onto the spreadsheet.  Compare your handwritten answers to those on the spreadsheet and print a copy of the spreadsheet.  

Help Toni work through the following scenarios to determine how her breakeven point is affected by each situation.  Using the “Toni’s T-shirts” spreadsheet, enter the following data and answer the questions below.

1. Toni decides to buy a new car after all.  As a first-time buyer, she will not need a down payment, but her monthly payments are $300.  Therefore, she needs to increase her owner’s draw to $700.  Apply this information to the spreadsheet and determine the number of T-shirts she will have to sell to pay for her new car.  What is the new breakeven point?

2. Sericol, an ink and chemical supplier out of Kansas City, offers to supply materials to Toni at a lower cost than her current supplier.  She calculates that buying from Sericol will reduce her cost of production by $0.50 per shirt.  Use the spreadsheet to recalculate Toni’s breakeven point in T-shirts per month.

3. Toni is contacted by Sanmar, a Seattle, Washington-based supplier, that offers to supply her with Hanes Beefy-T, 50/50 T-shirts for $2.85 per shirt when ordered in lots of 6 dozen.  According to her calculations, this should reduce her cost per shirt by $1.15.  Include all information in # 1, 2, and 3 above, and recalculate her breakeven point.

4. Knowing the cliché that business success depends on 3 things (location, location, location), Toni decides that moving to a new place of business will increase sales.  She visits with a local realtor and finds a suitable location for $1,000 per month.  In order to attract the customers needed to cover the higher rent, she decides to advertise with a local radio station, committing an additional $250 per month to advertising.  Apply these changes to the spreadsheet and recalculate breakeven point.

WHAT IF?  ANSWER SHEET

Check participants’ initial spreadsheet to ensure that they start with the correct figures.

1. Toni decides to buy a new car after all.  As a first-time buyer, she will not need a down payment, but her monthly payments are $300.  Therefore, she needs to increase her owner’s draw to $700.  Apply this information to the spreadsheet and determine the number of T-shirts she will have to sell to pay for her new car.  What is the new breakeven point?
Refer to Solution 1.
Her breakeven point increases to $4618.18, which means she will have to sell 578 T-shirts per month to break even.

2. Sericol, an ink and chemical supplier out of Kansas City, offers to supply materials to Toni at a lower cost than her current supplier.  She calculates that buying from Sericol will reduce her cost of production by $0.50 per shirt.  Use the spreadsheet to recalculate Toni’s breakeven point in T-shirts per month.
Refer to Solution 2.
Her profit margin increases, which reduces her breakeven point to $3762.96.  She will now have to sell 471 T-shirts per month to break even.

3. Toni is contacted by Sanmar, a Seattle, Washington-based supplier, that offers to supply her with Hanes Beefy-T, 50/50 T-shirts for $2.85 per shirt when ordered in lots of 6 dozen.  According to her calculations, this should reduce her cost per shirt by $1.15.  Include all information in # 1, 2, and 3 above, and recalculate her breakeven point.
Refer to Solution 3. 

Her breakeven point is $2638.96, and she will now have to sell 330 T-shirts per month.

4. Knowing the cliché that business success depends on 3 things (location, location, location), Toni decides that moving to a new place of business will increase sales.  She visits with a local realtor and finds a suitable location for $1,000 per month.  In order to attract the customers needed to cover the higher rent, she decides to advertise with a local radio station, committing an additional $250 per month to advertising.  Apply these changes to the spreadsheet and recalculate breakeven point.
Refer to Solution 4.

Her breakeven point is $5028.57, and she will now have to sell 629 T-shirts per month.

TONI’S T-SHIRTS:  SOLUTION 1 
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 BREAKEVEN POINT ANALYSIS

Company Name: Toni's T-shirts

Type of Business: Retail (Clothing)

STEP 1: DETERMINE TOTAL OVERHEAD COSTS

Rent

100.00

Loan Payment

200.00

Insurance

30.00

Phone

75.00

Utilities

150.00

Owner's Draw

700.00

Office Supplies

15.00

TOTAL OVERHEAD

$1,270.00

STEP 2: DETERMINE AVERAGE PROFIT MARGIN FOR PRODUCTS/SERVICES

T-shirts

100%

8.00

5.80

2.20

27.50%

27.50%

 

0%

0.00

0.00

0.00

0.00%

0.00%

 

0%

0.00

0.00

0.00

0.00%

0.00%

0%

0.00

0.00

0.00

0.00%

0.00%

0%

0.00

0.00

0.00

0.00%

0.00%

(Must equal 100%)

100%

27.50%

$8.00

 

 

 

STEP 3: DETERMINE MONTHLY BREAK-EVEN POINT IN DOLLARS

 

Total Overhead

$1,270.00

Avg Profit Margin

27.50%

= BREAKEVEN

$4,618.18

STEP 4: DETERMINE BREAK-EVEN POINT BY WEEK, DAY, HOUR AND/OR UNIT

Avg Sales per Customer

$8.00

Days Open Per Week

6

Hours Open Per Day

8

BREAKEVEN

Product 1

Product 2

Product 3

Product 4

Product 5

Monthly in Dollars

$4,618.18

$4,618.18

     In Units

577.27

Weekly  in Dollars

$1,065.82

$1,065.82

     In Units

133.23

Daily in Dollars

$177.64

$177.64

     In Units

22.20

Hourly in Dollars

$22.20

$22.20

     In Units

2.78

Weighted

Sales Price

Cost of Goods 

Sold

Contribution

to Profit

Profit Margin

Average Profit Margin:

Average sales per customer:

   Products/Services

% of Sales



TONI’S T-SHIRTS:  SOLUTION 2 
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 BREAKEVEN POINT ANALYSIS

Company Name: Toni's T-shirts

Type of Business: Retail (Clothing)

STEP 1: DETERMINE TOTAL OVERHEAD COSTS

Rent

100.00

Loan Payment

200.00

Insurance

30.00

Phone

75.00

Utilities

150.00

Owner's Draw

700.00

Office Supplies

15.00

TOTAL OVERHEAD

$1,270.00

STEP 2: DETERMINE AVERAGE PROFIT MARGIN FOR PRODUCTS/SERVICES

T-shirts

100%

8.00

5.30

2.70

33.75%

33.75%

 

 

(Must equal 100%)

100%

33.75%

$8.00

 

 

 

STEP 3: DETERMINE MONTHLY BREAK-EVEN POINT IN DOLLARS

 

Total Overhead

$1,270.00

Avg Profit Margin

33.75%

= BREAKEVEN

$3,762.96

STEP 4: DETERMINE BREAK-EVEN POINT BY WEEK, DAY, HOUR AND/OR UNIT

Avg Sales per Customer

$8.00

Days Open Per Week

6

Hours Open Per Day

8

BREAKEVEN

Product 1

Product 2

Product 3

Product 4

Product 5

Monthly in Dollars

$3,762.96

$3,762.96

     In Units

470.37

Weekly  in Dollars

$868.44

$868.44

     In Units

108.56

Daily in Dollars

$144.74

$144.74

     In Units

18.09

Hourly in Dollars

$18.09

$18.09

     In Units

2.26

Average Profit Margin:

Average sales per customer:

   Products/Services

% of Sales

Weighted

Sales Price

Cost of Goods 

Sold

Contribution

to Profit

Profit Margin


TONI’S T-SHIRTS:  SOLUTION 3
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 BREAKEVEN POINT ANALYSIS

Company Name: Toni's T-shirts

Type of Business: Retail (Clothing)

STEP 1: DETERMINE TOTAL OVERHEAD COSTS

Rent

100.00

Loan Payment

200.00

Insurance

30.00

Phone

75.00

Utilities

150.00

Owner's Draw

700.00

Office Supplies

15.00

TOTAL OVERHEAD

$1,270.00

STEP 2: DETERMINE AVERAGE PROFIT MARGIN FOR PRODUCTS/SERVICES

T-shirts

100%

8.00

4.15

3.85

48.13%

48.13%

 

 

(Must equal 100%)

100%

48.13%

$8.00

 

 

 

STEP 3: DETERMINE MONTHLY BREAK-EVEN POINT IN DOLLARS

 

Total Overhead

$1,270.00

Avg Profit Margin

48.13%

= BREAKEVEN

$2,638.96

STEP 4: DETERMINE BREAK-EVEN POINT BY WEEK, DAY, HOUR AND/OR UNIT

Avg Sales per Customer

$8.00

Days Open Per Week

6

Hours Open Per Day

8

BREAKEVEN

Product 1

Product 2

Product 3

Product 4

Product 5

Monthly in Dollars

$2,638.96

$2,638.96

     In Units

329.87

Weekly  in Dollars

$609.04

$609.04

     In Units

76.13

Daily in Dollars

$101.51

$101.51

     In Units

12.69

Hourly in Dollars

$12.69

$12.69

     In Units

1.59

Weighted

Sales Price

Cost of Goods 

Sold

Contribution

to Profit

Profit Margin

Average Profit Margin:

Average sales per customer:

   Products/Services

% of Sales


TONI’S T-SHIRTS:  SOLUTION 4
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 BREAKEVEN POINT ANALYSIS

Company Name: Toni's T-shirts

Type of Business: Retail (Clothing)

STEP 1: DETERMINE TOTAL OVERHEAD COSTS

Rent

1000.00

Loan Payment

200.00

Insurance

30.00

Phone

75.00

Utilities

150.00

Owner's Draw

700.00

Office Supplies

15.00

Advertising

250.00

TOTAL OVERHEAD

$2,420.00

STEP 2: DETERMINE AVERAGE PROFIT MARGIN FOR PRODUCTS/SERVICES

T-shirts

100%

8.00

4.15

3.85

48.13%

48.13%

 

 

(Must equal 100%)

100%

48.13%

$8.00

 

 

 

STEP 3: DETERMINE MONTHLY BREAK-EVEN POINT IN DOLLARS

 

Total Overhead

$2,420.00

Avg Profit Margin

48.13%

= BREAKEVEN

$5,028.57

STEP 4: DETERMINE BREAK-EVEN POINT BY WEEK, DAY, HOUR AND/OR UNIT

Avg Sales per Customer

$8.00

Days Open Per Week

6

Hours Open Per Day

8

BREAKEVEN

Product 1

Product 2

Product 3

Product 4

Product 5

Monthly in Dollars

$5,028.57

$5,028.57

     In Units

628.57

Weekly  in Dollars

$1,160.53

$1,160.53

     In Units

145.07

Daily in Dollars

$193.42

$193.42

     In Units

24.18

Hourly in Dollars

$24.18

$24.18

Average Profit Margin:

Average sales per customer:

   Products/Services

% of Sales

Weighted

Sales Price

Cost of Goods 

Sold

Contribution

to Profit

Profit Margin
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