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I have not prepared charts or schedules showing the
actual application of the plan to recording profits and
losses of branches or agencies, except as I will explain.
Such applications are in effect, however, and I hope
may be available at a future meeting of this Society.

‘The same plan can be used to advantage in the indi-
vidual branch or agency, to determine which salesmen
are making money -for the branch and which are not.

The point I wish to emphasize is, that this cannot
be properly decided on a basis of sales volume; or,
‘in other words, ascertained by charging the general
cverhead against the various salesmen’s territories pro-
rated in proportion to the sales they produce.

To find out, accurately, which men are making
money for the agency, and how much, contemplates;
first, crediting each territory with the entire earnings
secured by the agency from the sales the territory pro-
“duces; second, chargingyeach territory with its direct
cxpense, such as salaries, commissions, bonus, etc.;
third, charging statistically each territory with its
proper share of all general overhead, such as rent, office
salaries, office expense, advertising, etc., strictly on a
sales valuation or quota basis. The result will show
the agency profit or loss on that territory.

Four charts will be shown which illustrate the opera-
tions of the various salesmen’s territories that consti-
tute an agency.

If your firm handles its business directly through
salesmen, reporting to the home office, then these forms
will illustrate your operations as a whole.

On the other hand, if you are more interested in
tracing the operations of your agencies or branches,
vou have only to consider that each of the columns
shown represents a branch, and the total column, the
operations of your company as a whole, to sec how
readily what I have to say will apply as well to a com-
parison of agencics as to the comparison of selling ter-

. ritories that will receive our particular attentid

Please do not overlook the importance of an analy
in any event, of the operations of the individual ter-
ritories constituting an agency; because you cannot
have a successful agency without successful salesmen,
any more than you can-have a sucgessful company
without well-conducted agencies or Ytalers handling
your product profitably to themselves ahd to their sell-
ing force.

Chart I shows one month’s transactlons and is a
distribution of expense.

The total column represents the agency’s operations
for the month, and the numbered columns its various
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salesmen. In the same way the form may represent a
com-pany’é operations in its total column, and its vari-
ous agencies, branches, or dealers in the numbered
columns.

In the total column appear the figures taken from the
books—against which they must prove.
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Chart 1. Distribution of Expense.

You will note that at the head of the columns are
shown the month’s sales quota assigned to ¢ach terri-
tory, and the percentage that this quota bears to the
total quota.

We first tabulate the month’s expenses under three
general heads: First, selling expense, falling upon
the agency and not upon the individual territory, but
incurred by individual territories. For instance, if the
territorial salesmen are provided with assistants, part
or all of whose salaries are assumed by the agency,
such payments are readily apportioned, the salary of
cach assistant being charged to the territory in which
he operates. You will note that in columns No. 4 and
No. 8 no assistants are operated, or else the senior
salesman’s remuneration is on a basis providing that
he pay- the entire salary of his assistants.

Having, in the first section, taken care of all direct
expense incurred by the individual territory, all other
general selling expense is shown in the second section.

Office expense may be similarly divided into a direct
and a general section provided any items belong to

F ebruary, 1922

certain territories only. In our illustration, we will,
however, treat all office expense as direct, to avoid
going into too great detail in the time we have avail-
able.

The general expense shown in the second and third
sections is pro-rated against the various territories by
multiplying the total expense by the territorial per-
centage of total quota. )

Adding the first and second sections together in all
columns, we have the selling expense of the agency
divided properly into territories.
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and their proper place as a direct or general statistical
charge.

We shall now assume that we have determined the
proper distribution of all expenses. Having done this,
the next thing to do is to use the information.

Chart II is entitled “Territorial ‘Income and Ex-
pense,” and.also shows territorial profit or loss.

The numbered columns represent existing territor-
ies. The lettered columns cover adjustments required
in the accounts of former representatives no longer
employed.
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Chart IT. Territorial

The third sectiow takes care of all other overhead.
The plan contemplates division into any other sec-

“tions or classifications that may be desirable, according.

to the nature of the product or selling plan.

The form, when complete, should absorb every ex-
penditure of any kind, that falls upon the agency.

If used by the company, it would absorb every ex-
penditure of any kind not included in manufacturing
cost.

In utilizing this form, it wlll of course, require con-
siderable revision as to the selection of expense items,

Income and Expense.

The total column must agree with the books.

The “month’s quota,” “points sold,” and “value sold”
are matters of record, easy to obtain. '

The same is true of the “gross profit,” commission
credited to the territory, and salaries paid. You there-
fore have no difficulty in gettmg the territorial “total
revenue.” If the commission credited, bonus credited,
and salary paid, are less than the gross profit, the terri-
tory will show a profit; otherwise a loss.

There are many concerns that stop right here, and
form conclusipns accordingly.
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