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Driving forward fast with nothing but a rearview mirror
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Sound crazy? If you’re managing your business by relying on a single financial statement, completed
only once a year around April 15, then that is exactly what you’re doing. How often do you go to the
dentist or the doctor? How often do you balance your checkbooks, or check your 401K balances and
returns? Generally more than once a year, right?
What do you use to regularly monitor your business? Running a business is tough work because you
need to be on top of so many things. Business conditions change rapidly. In addition, the growing
number of online shoppers presents even more challenges. With so many things to manage, subtle
changes may go unnoticed if you do not closely monitor the business. Adding just one or two days to
your average inventory turns, or accelerating your repayment terms by one or two days, can have a big
impact on your overall profitability. Often these changes happen gradually over time, but over the
course of a year things may have changed more dramatically than realized.
A financial statement is backward looking. You simply cannot wait to find out about these subtle
changes months, or even a year, after they occur.
Ever hear the old saying “If you can’t see it, you can’t manage it?” Well, it’s never been more true. In
order to help monitor important metrics, you may want to develop a dashboard. Your checkbook
balance and inventory balances are important to monitor but so are your inventory turns, gross
margins, days payable, and monthly cash forecasts – which includes future payroll requirements as well
as sales tax payments. Your dashboard could monitor these metrics and others.
So remember, unless you are driving in a demolition derby, a dashboard may help you keep track of
essential metrics that are critical to your business’ continued success. If necessary, have an accountant
help you establish one or leverage certain programs.
There are a lot of services out there to help you make good business decisions. Chances are your current
systems can do a lot more than what you are using them for today. Monitor the dashboard weekly and
check your profit and loss statements, and watch balance sheets monthly. Your dashboard will help you
steer your business in the right direction.
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