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KEEPING YOUR BUSINESS ON TRACK AND YOU IN CONTROL

Are you actually making a profit?

When was the last time you checked whether you're actually It’s time to take action

making a profit? Whether all your hard work is worth it?
Download the‘Breakeven calculator’ Excel® spreadsheet or print

Then the pressure of actually running the business takes over and
we neglect to take that all-important time away from the day-to-day This is not a one-off exercise; it needs to be done regularly as it will change
work so that we can take a good look at our figures. We need to work over time. Monthly is usually sufficient for most businesses.

out whether we are actually making enough money not simply
to survive, but to grow and thrive, too. Enough money to invest
in our own future and the future of our businesses.

To be able to carry out this exercise you will need to know, for your
chosen month:

. ® Your sales figure - your total sales.
If we're not making enough money the whole process can become 9 4

stressful, challenging and downright scary. ® Your fixed costs — costs that stay the same whether your sales
go up or down (such as rent, heating, lighting, and so on).
So, what about your proﬁt? ® Your variable costs - costs that change in line with your sales

(such as raw materials, production costs, and so on).
Here’s a tough question: are you really making a profit?

Download the Breakeven calculator Take a look at the online

Don’t worry if you don’t know how to do this, it’s a skill all business spreadsheet via the Nudges page forecasting.tool Finanscapes.
owners have to learn and this Nudge is not meant to make you feel Chapter 4 of vour Understanding Your It makes this whole process
bad, it's meant to get you focused on your business as a business, e P J g much easier!

not as an expensive hobby. Business Finances workbook willhelp you www.finanscapes.com
understand breakeven more fully

I

Another tough question: do you even know how to work that out?
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https://www.finanscapes.com/Index.html?r=eb
www.essential-business.co.uk/products/understanding-your-business-finances/
http://www.essential-business.co.uk/essential-business-nudges/

Action sheet Breakeven calculator S ONNLORD e che s pmoe

How to calculate your own breakeven sales point

m Enter figures into the yellow shaded boxes only. @ Example

. *
First of all, work out your gross profit: Now work out your breakeven point: Step 1
Sales minus variable costs = gross profit Your breakeven point is worked out by
dividing your fixed costs by your gross profit Sales £ 4,000
Sales £4.000 percentage and then multiplying by 100. Minus variable costs £ — 2,400
Minus variable costs — £ 2,400 Gross profit is £ 1,600
Gross profit is £1.600 )
Fixed costs £ 1,200 Breakeven

- ————— = £3,000 point

[ Step 2 Gross profit 40% (£ level Gross

ercentage of sales
Next, work out your gross profit percentage?e P ; ) pmjt ﬂ

X 100=40% Gross profit

Sales £4,000 percentage

Your gross profit percentage is worked out
by dividing your gross profit by your sales

and then multiplying by 100.
If you compare your actual sales
) . Fixed
Grossprofit £ 1,600 with your breakeven point every month, costs £1,200 Breakeven
Gross profit . . . - = £3,000  Joine
+ ————x100= 40% percentage you will be able to see immediately gg;g;g{gg; 40% >
Sales £ 4,000

whether you are making a profit,

making a loss or just breaking even.

* Gross profit: Total income from your sales minus the cost of those sales. Gross profit percentage: A ratio
of your financial performance calculated by expressing your gross profit as a percentage of your sales.
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