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ft) JOYCE-PAGE MEN» S CLOTHIERS

Prior to opening a retail men's clothing store, William Page and

James Joyce had been good friends for fifteen years. This friendship had 

been the result of a chance meeting at a clothing manufacturer's fair. As 

a Tennett Company manufacturer's representative, Joyce had impressed Page 

and sold him a new line of suits and overcoats.for the Ohio Clothing Store 

of Youngstown, Ohio. This friendship evolved into a working relationship.

Over the years, Bill Page had worked as a manufacturer's represent

ative for the three largest men's clothing manufacturers in the United

States and Canada. After traveling for twelve years, he settled down and 

opened a small retailing store in a shopping center in Youngstown, Ohio.

His business was successful for two years but then began to slowly lose 

its share of the market due to competitive disadvantages. Cash shortages 

and inability to horror/ large sums of money due to a lack of collateral 

impacted both his cash and inventory position. After two years of business, 

he liquidated the firm at a nominal profit of $36,000»

While living in Youngstown, Page and Joyce had gotten together 

many times and business was occasionally discussed. Eventually they con- 

sidered a partnership and owning a business together. Joyce was a middle-aged 

conservative clothing store salesman. Most fellow retailers readily admitted

This case was prepared by Thomas F. Connors, MBA student at 
Creighton University, under the direction of Charles E. Wagner, Assistant 

, Professor of Accounting, as a basis for classroom-discussion and not to 
V illustrate either effective or ineffective handling of an administration 

situation.

Distributed by the Intercollegiate Case Clearing House, Soldiers 
Field, Boston, Mass. 02763« All rights reserved to the contributors. 
Printed in the U.S.A.

alumni m em orial lib r a r y

Creighton University 
Omaha, Nebraska 68178



that Joyce was the most successful salesman for the Ohio Clothing Store 

and had made a good deal of money. However, Joyce was very disappointed 

in his upward mobility in the corporation. Ultimately, Joyce and Page 

decided to make the move in the early fall of 1973.

William Page and James Joyce then opened a men’s specialty store 

in suburban Youngstown. The store stocked men’s top quality suits, coats, 

slacks, shirts, and accessories for work, dress, or leisure. The ov/ners 

felt that Youngstown lacked a personalised quality clothing store for men 

and that there was an unlimited demand for just such a service.

The store was located near the center of the metropolitan area and 

on a major arterial street. The building was a two-story colonial type which 

had access to an adequate amount of parking. Only the first floor was used 

for retail selling space while the second floor was idle except for a couple 

of small offices. The atmosphere of the store was cozy, neat, and luxerious. 

Both the owners and sales personnel were efficient and attentive to the needs 

of all customers. The owners felt that personalised service for all customers 

was a necessity in order to maintain repeat business and growth. From the 

initial opening, the store proved to be a very successful operation. This 

could be attributes. co both owners since both had been established retailers 

individually. When Mr. Joyce left the Ohio Clothing Store, he brought most 

of his clientele with him as well as a vast amount of expertise in the selling 

end of the business. Mr. Page gave the partnership a varied and complete 

knowledge of retailing. During the many years Page had acted as a manufact

urer’s representative for the three largest men’s clothing manufacturers, 

he developed the ability to recognize style trends, better methods of merch

andising, and the importance of special offers. Page's experience in an 

independent business operation had strengthed his previous knowledge of

retailing



The marketing strategy was based on the premise that only men who
are successful and over age 30 would be willing and able to afford their 

products. All of the items in the store’s inventory are top quality and 

high priced in accordance with this merchandising policy. The owners 

established the objective that any customer’s purchase would project an 

image of being and looking well-dressed. If the customer is not satisfied 

after tailoring has been completed, the item may be returned at no cost to 

the purchaser. (This is the primary reason for the large returns indicated 

in the financial statements.)

Messrs. Page and Joyce use only the local newspaper as an advertising 

medium. Mr. Joyce has maintained that the sports section is the only logical 

place for advertising and this is where all ads have been placed. Mr. Page 

has been told many times by personal friends and customers that they have 

never seen the company advertisement. This revelation disturbed him and 

forced him into studying marketing and advertising. After thorough analysis, 

he has determined that the ad should be alternated daily between the business 

and sports section. He intended to survey customer preference through personal, 

contact. Mr. Joyce, not in full agreement, allowed the trial for one month 

before evaluation.

The owners had established their business in September, 1973- At. 

the grand opening, many inventory lines had not been delivered by the manu

facturers. This delay in getting stocked continued to slow operations during 

the first quarter. But both Page and Joyce felt that the company could roach 

sales of $300,000 during the first year in business and be very profitable. 

Exhibits I and II reveal that the store had been profitable and had reached 

the sales objective in ten months. The owners were very satisfied with the 

progress of the store in the short time the business had been opened.

It was during 1974 that the country vías plagued with many economic



problems. Mr. Page felt that the business was recession proof because their 

clothing lines catered to the upper middle-class professional and business 

people. Mr. Page felt that his and Mr. Joyce's clientele were successful 

age-30-or-over businessmen and professional people who were "solid fixtures 

of the local economy". He further stated that "these men will buy at least 

two suits a year regardless of the state of the economy", Mr. Joyce agreed 

that the business was sheltered by the clientele, but had a few reservations 

in regards to Page's clientele. Mr. Joyce felt that the clientele for each 

owner could be broken down as such:

Mr, Joyce's Clientele. Mr. Pace's Clientele.
(40% of Sales) (45% of Sales)

1) Conservative dressers 1) Liberal dressers
2) Successful 2) Semi-successful
3) Middle-age (40 + ) 3) Lower 30's - mid 40's
4) 50% Doctors 1 4) 90% Businessmen
5) 30% Businessmen 5) 10% Professional
6) 20% Professional

Mr. Joyce felt that since his clientele were older, they would have lower 

household expenses and higher incomes which would negate economic woes. This 

was not always the case with Mr. Page's clientele, who were younger, had house 

payments, and families to raise.

The owners received the twelve month figures from their company 

bookkeeper and were very pleased with the performance (See Exhibits III and 

IV.) The sales and net income before taxes were well beyond their best 

estimates when considering the recession and inflation during the past six 

months. It was then that the bookkeeper expressed her concern that the 

owners had just looked at the income for the year, that the company had lost 

money in August and, that it was continuing to do so at present. Mr. Page 

expressed the opinion that such a case was impossible and she should recal

culate all entries. Mr. Joyce stated that it was just a bad month and "we'll
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get it back and much more at Christmas time".

The bookkeeper was also asked to prepare cash budgets for September 

and October after the August Income Statement (See Exhibit V) was presented 

to the owners. The owners agreed that sales for September v/ould be near 

$22,000 and increase to $40,000 for October because of fall fashions and 

the holiday season. In the past, credit sales had averaged 60% of every 

sales dollar and 5% were uncollectible. Credit revenues were always 

collected the month after the sale.

A listing of all monthly fixed expenses was standard procedure for 

the company and are as follows:

Owners Salaries $ 4,166
Rent 770
Insurance 400
Security Services 132
Professional Service (bi-monthly, next payment

' October 1) 2,279

All other cash expenses were variable and had been increasing due to 

economic cost pressures. The bookkeeper estimated all items as a percent of 

total sales and listed them as follows:

Employees Salaries „ 6.0%
Advertising 5 »5%
Office Supplies 1.5%
Interest 2.0%
Utilities 3.25%
Miscellaneous ?»5%

The owners agreed that this was the maximum payout for the next 

two months, and although they showed concern over the amounts (dollars and 

percentages), they were both quite confident that the upcoming holiday season 

would increase their sales as they had estimated.



EXHIBIT I

Balance Sheet

Joyce-Page Company (UNAUDITED) 
At End of First Six Months

ASSETS

C&sh, 5 9,286
Accounts Receivable 31,972
Inventories 86,738
Total Current Assets 8 127,996

Equipment & Property 3,548
Less: Accumulated Depreciation 40 a 3,146

Utility Deposit 275
Organisation Expense (Net) 889

TOTAL ASSETS $ 132,306

LIABILITIES & OWNER’S EQUITY

Accounts Payable 6 17,329
Other Current Liabilities 3,717

Total Current Liabilities 5 21,046
Notes Payable -* Officers 27,500
Notes Payable - Bank 50,575
Capital Stock 5,500
Retained Earnings 27,685
TOTAL LIABILITIES & OWNER'S EQUITY S 132,306
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EXHIBIT II

Income Statement

Joyce-Page Company 
UNAUDITED *

First Six
Months 3rd Quarter

(Sep. - Feb.) (Mar.-May) June July

Gross Sales $204,207 $122,112 $40,337 $35,290
Less: Heturns & Allowances ( 19,311) ( 14,035) ( 5,324) ( 6,701)
Other Income 1 ,650 — — —

NET SALES 186,546 108,077 35,013 28,589
Less Expenses:

Cost of Goods Sold 99,279 60,161 18,268 15,838
Salaries 7,516 4,201 1,233 1,793
Travel 905 — — - -

Advertising 5,940 3,649 1,188 1,4 0 1
Selling Supplies 1,375 1,014 186 620
Miscellaneous 9,264 5,666 1,592 2,563
Rent 4,510 2 ,3 10 770 770
Insurance 2,298 1,084 427 230
Donations 261 6 6 - -

Security 264 132 — 132
Interest 2,633 1,405 408 518
Professional Services 2,279 2,279 — 2,279
Utilities ' 1,867 981 — 657

TOTAL EXPENSES .138,391 . 82,888 24,150 26,801

NET INCOME Before Taxes S 48.155 $25,189 $10,863 SJ C
o

C
o
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EXHIBIT III 

Balance Sheet

Joyce-Pace Company (UNAUDITED) 
At End of First Twelve Months

ASSETS

Cash 8 4,124
Accounts Receivable 49,160
Inventories 132,537
Total Current Assets $ 185,821

Equipment & Property 5,548
Less: Accumulated Depreciation 548 3,000

Utility Deposit 275
Organization Expense (Met) _____800
TOTAL ASSETS 8 189,896

l
LIABILITIES Sr OWNER* S EQUITY

Accounts Payable 8 46,020
Other Current Liabilities h .796
Total Current Liabilities 8 50,816

Notes Payable - Officers . 26,000
Notes Payable - Bank 48,300
Capital Stock 5,500
Retained Earnings ' 59,280
TOTAL LIABILITIES & EQUITY $ 189,896
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Joyce-Page Company 

Income Statement

EXHIBIT IV

For the Year Ended August 31 , 1974-

Gross Sales
Less: Returns & Allowances 

Net Sales
Add: Other Income 

TOTAL REVENUES
Less: Expenses

Cost of Goods Sold
Salaries
Travel
Advertising
Selling Supplies
Miscellaneous
Rent
Insurance
Donations
Security
Interest
Professional Services 
Utilities

TOTAL EXPENSES

NET INCOME Before Taxes

8 430,460
31,620

8 378,840 
1,630

5 380,490

8 211,751
16,393 

905 
13,899 
3,345 
21,075 
9,130 
4,269 

273 
528 

5,626 
9,116 
4,430

8 500,740 

S 79,750
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EXHIBIT V

Joyce-Page Company 

Income Statement for August

Gross Sales
Less: Eeturns & Allowances

O Ch Sales
Less: Expenses

Cost of Goods Sold
Salaries
Advertising
Miscellaneous
Other

Total Expenses
NET INCOME (LOSS) Before Taxes

S 28,514 
6,249

8 22,265

S 18,205 
1,650 
1,721
1 ,990 
4,994

S 28,910 
(8 6,245)
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JOYCE-PAGE MEN'S CLOTHIERS 

TEACHING NOTE

The primary objective of this case was to emphasize the importance 

of critical analysis of financial statements in any business. A spinoff from 

financial analysis is in recognizing that problems exist and that budgeting 

is a tool which can improve control. Secondary motives of the case were to 

emphasize the need for effective advertising and how to measure business 

performance.

The primary issues involved are financial analysis, cash budgeting, 

and measures of advertising effectiveness. Recommended courses would be 

managerial finance, basic accounting, and principles of marketing or adver

tising. In reading the case, most students will understand the need for 

budgeting but may not remember financial analysis techniques as a means of 

uncovering problems. Advertising may be over-emphasized; it is not the 

major problem since the target market is a relatively small group of people.

It is a sad but true fact that many businesses keep inadequate 

financial records. This is not the case with the Joyco-Page Company; rather 

the owners made minimal use of statements. A good analysis of this case 

would include ratio computations and a percentage breakdown of the income 

statement. The ratio analysis would include liquidity, leverage, activity, 

and profitability ratios for the fiscal period. Recommended ratios include

the following:

This teaching note was prepared by Thomas F. Connors, MBA student 
at Creighton University, under the direction of Charles R. Wagner, Assistant 
Professor of Accounting.
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LIQUIDITY RATIOS:

1) Current Ratio (1:1)
2) Quick Ratio (1:1)
3) Working Capital (5)

3-65:1 
1.05:1

3135,005.

LEVERAGE RATIOS:

if) Debt Ratio (.%)
5) Debt to Equity (%)

ACTIVITY RATIOS:

6) Inventory Turnover (times) 3-2 times
7) Receivables Turnover (tines) 8.8. timos
8) Total Asset Turnover (times) 2.3 times

PROFITABILITY RATIOS:

9) Profit Margin (%)
10) Return on Assets (%)
11) Return on Net Worth (%)

18.5%
42%
123.1%

From these ratios the students should be able to visualise current liquidity, 

inventory, and working capital problems. Whenever solvency is a question 

of importance, the need for budgeting is the logical next step. As can be

in meeting current obligations in the interim period ahead.

Another and possibly more effective tool for financial analysis 

is the percentage breakdown of income statements. This analysis indicates 

short-term problem areas. Many students can understand the problems by 

analysing only the last three months. We can see that the August operation 

was a disaster and indicates trouble for the owners unless the situation 

is rectified. When the income statements are broken down into percentage 

items, as in Table A, it becomes evident that critical items are sales, 

returns and allowances, costs of goods sold, advertising, and other expenses. 

Sales are down probably due to economic or cyclical factors affecting the 

business— which is not unusual in the summer for clothing retailers. Returns 

and allowances must be decreased because once garments are altered, they are

seen in the August "turn around", the Joyce-Page Company may have problems
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difficult to sell and become obsolete inventory. This situation could be 

changed by employing new tailor(s), retraining the employees, or being more 

stringent on return policies. In the last few months and especially August, 

profit margins have been decreased due to increased costs for goods and other 

expenses.

After determining that a serious problem lies in the solvency of 

the company, students should decide to prepare a cash budget. By utilizing 

a cash budget, the company would be able to estimate cash needs for the month, 

quarter, or other applicable period. There are three sound reasons for a 

cash budget: (1) as a future planning device; (2) as a forewarning of future 

cash needs; and (3) as a means of evaluating the performance of the firm.

The cash budget in Table B is an example that students may want to follow.

All budgets are planning tools and since this firm is small, it should 

probably use a monthly budget. Any items that are variable should probably 

use an average of June, July, and August because of the inflationary impacts 

of the economy.

Since advertising is based on a market group of age-30-or-over 

successful men, an attempt should be made to measure its effectiveness.

The best possible alternatives would be: (1) questioning of customers;

(2) elimination of advertising; and (3) changing spot locations frequently.

The students will probably stress spot locations, but elimination should 

be strongly considered for effective measurement.

Solutions to the case are many and varied, but the major emphasis 

should be placed on monthly cash budgets. This budgeting process would allow

the owners to forecast cash needs and better understand financial statements.



-14-

TABLE A

Joyce-Page Company

Monthly Percentage Breakdown of Income Statements

First Six 3rd
Months Quarter June July August

Gross Sales 109.4??= 112.99/5 1 1 5 .2 1% 123.44/5 128.07%
Less: Returns St Allowances (10.35) (12.99) (15 .2 1) (23.44) (28.0?)

Other Income .83 - - ~ -
MET SALES 100.00 100.00 100.00 100.00 100.00

Less: Expenses
Cost of Goods Sold 53.22 85.66 52 .17 55.40 81.77
Salaries 4.03 3.89 3.52 6.27 7.41
Travel .49 -- - - -
Advertising 3 .18 3.38 3.39 4.90 7.73
Selling Supplies .74 .94 .53 2 .17 .67
Miscellaneous 4.97 5.24 4.55 8.96 3.94
Rent 2.42 2 .14 2.20 2.69 3.46
Insurance 1.23 1.00 1 .22 .80 1.03
Donations 1 .14 .02 -
Security Service .14 .12 - . 46 -
Interest 1,41 1.30 1.37 1.81 2.66
Professional Services 1 .22 2.11 7.97 10 .24
Utilities 1.00 .91 - 2.30 4 .15

TOTAL EXPENSES 74-19 76.69 68.97 93.73 128.05
MET INCOME Before Taxes 25 • 81 ?y 23.31?= 31.03% 6.27/5 (28.05?5)
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TABLE 3

Joyce-Page Company 

Monthly Cash Budgets

SEPTEMBER OCTOBER
Budgeted Actual Budgeted Actual

Total Revenues 322,000 340,000
Cash Revenues (40%) 8,800 16,000
Credit Revenues from previous month (55%) 15,683 1 2,1 00

TOTAL CASH RECEIPTS FOR THIS MONTH 324,483 328,1 00

Outflows:
Officers Salaries (fixed) 4,1 66 4> 1 66
Employees Salaries (fixed) 1 ,520 2,400
Advertising (5*5%) 1 ,210 2,200
Supplies (1.5%) 330 600
Miscellaneous (7*5%) 1 ,650 3,000
Rent (fixed) 770 770
Insurance (fixed) 400 400
Security Services (fixed) 132 132
Interest (2%) 440 800
Professional Services (fixed) - 2,279
Utilities (3.25%) 715 1,300

CASH OUTFLOWS: «11,133 318,OV?


