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Management needs to know it’s in money business

Evervwhere you turn mowadays
wioul can find adwvice on hawy o main-
Lakn youwr personal fnancial healily

where and how much (o invest,
personal budpeting. improving vour
credit soore, ete. 115 & bit harder o
ind simiple, understandable guidanoe
on how to maintain your business fi-
nancial health.

Here are the key technlques we
use with our clients, regardless of
the financial condition in which we
initially find them. Whether they are
in sad shape or pretty pood shape, we
implement the items balows:

Management. Your entire manage
mment tesarm moast understand that vou
are in the money business (carning
a profit and generating cash), not the
furniture or clothing or ar or jewelry
business. Selling something is your
mcans to the end of making money

Management must take personal
responsibility for the financial perfor
mance and position of the business,
Mo blaming the economy, the govern-
ment, the weather, oic

Management must be aligned. Re-
gardless of how vigorous the debate
might have been, the decislon is al-
wavs reporied ol A% Unanirmeus,

You must employ a fact:-based man:
agement peoccss (o bring to bear the
talents of your managemeni tearm on
the issues and opportunities facing
the business. No spectators allowed,

Key metries. What s important?
Typically, the answers might incluce
aales, margins. inventory turnoven
customer satisfaction, ete. IF it"s im-
portant, measure it. Generally, things
that get measursl get better

Ad the end of a weekly management
tearm e ing, the attendees shmald
Eu= inlale Lo nswer Lhe guestion = How'd

we do last week™
with specific facts
and figures,

A management
team that is on top of
its nurbers should
newer b surprised
4 by the monthly finan-
cial staterments. If
you are looking at the
right things daily and
wepkly, vou should be
able to predict whit
ihe financkal stabe
ments will say

Financial fare-
casts, Muostof us would not start out
on a deive seross the country without
consliing a map and planning a rowte.
The samde applics to vour businesss,
where your financial plan. your budget,
is your road map. Your financial plan,
which should at least be annual, bro-
ken into months and appropriately de-
debabe among your management team.
T plan should attempt to mateh re-
sulisdesinmd with resouroes requinsd,

Cmee pirtfall to avoid: don't have your
controller or sccountant simply come
up with a budget spreadshest and
c-mail the finished product out toey:
ervone. & major benefit of the budget
process is the “resnlts vs. resources"
dibate, It helps deive ownership

O you hanee a solid, logic: based 3
nancial plan. management's challenge
becoimes 1o make it come true.

Cash and
Cazh is the lifeblood of the business,
period. If the business runs out of
cash. it dies, it ceases to exist. Bank-
rupteies are caused by a lack of cash,
naot a lack of profit.

Your cash position must be contino-
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ously highly visible, We recommend
the useof a forward-looking, rolling
1wk cash-Alow forecast., Foretasbed
infloevs minus hard costs (personnel,
facilities, debt and taces) equals what
ks awallable to suppliers, You cannot
disburse money that you do not hine,

In optimizing your cash position,
vl want to be sure to;

B Tightly contrel your payvables dis-
bursements,

B Steadfastly pursue collection of
vour recelvables, if you have any

® Keep your inventory turning.
Hiewp fazt sellers in stock, Ligquidate
dead stock for whatever you can get for
it, even if only pennies on the dollar.

B Conirol your appetite or Geilities
improvemants, because these often
don't hit the P&L in a big lomp. It is
easy o ratbonalize “not a big deal™
mistake!

Fimancial reparting and analysis. NBEA
plavers chiscH the seorehoard every
time they run up and down the courd
—avery 3 seconds! There is & message
there. You need to know the score, and
i1 Erformmat bon nesls fo be timely s
curate and comprehensive,

If all vou are getting now is simply
a monthly P&L and kalancs sheet and
wou are pefting that six, eight or 10
weiks after the end of the month, you
are in trouhle. What vou nead are:

B Financial statements dedivered
absolutely no lter than the 1560 of
the following month.

W The P&L should be both current
maoaith and year to date and compared
to plian and predor year acisal.

B The halanee sheet shoald be com-
pared 1o prior month, prior vear ool
amd prior yean

B Other highly desirnble informa-
thon — imventory tarnover or GMROI
by product, payables aging by supplien

repaivables aging by custormes (I appli-

cahle), sales and rmargin by peaduct, e
W ARd ..o or two pages of analyti

opportunities hidden in the mambers,

Human resgurce processes, Your
cmployecs are your primary differen-
tiator, either asset or liability or some-
times bath. Your competiiors have
products, facilities, ad campaigns
and computers, just like vou. The one
thing they don't have is your people.

In getting the most oul of your peo-
phe, you want to be sure to pecmuit for
talemt/ persemality and train for skills,
ke sure personal responsibilities are
chear clarify the organicsat ion stracium:
{who can tell whom what to do, whe
miakes what rules), continuoushy push
fior and expect sirong performanc: and
climinate poor performance{ers),

Lastly, remember the old adage.
“Peapbe do what you pay, not what you
say ™ Make sure Your compensation
progriums ncodrage what you want -
people todo. Is it sales? Sales at & cor-
tain margin rate? [mventory turnover?
GMROI?

Key relationships and communica-
tions. You are surrounded by stake-

holdlers — cnstomers, supplbees,
amployess, banker, CPA, insurmance
agent, landlord, ad agency, etc. They
all have a vested interest in the state
of your business. Be sure (o maintaln
ongoing, solid, fuct-baged communica-
thoms with all of these groups. If vour
business hits a rowgh spot, it is one or
mare of these groups that will kelp
et vou theough bt
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