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Small Business Report Card: Two Tools to Manage your Business
Tax season is here and most business owners hope that their tax accountant or software program will focus on minimizing their taxes. “Many businesses miss this opportunity to use the same information to manage their business,” says Carolyn Usinger from Tools for Business, a new resource on the city of Clovis' website. “There are key financial ratios that can be compared with similar businesses to determine how well the business is being managed.”

These ratios are in four areas: how well you manage your business' assets, your cash, your debt and your profit.

Clovis' Tools for Business Success website offers links to two free tools to help businesses to assess where they are and to compare themselves with their peers. One is provided by MasterCard and the other by Fintel. The MasterCard tool helps you understand the ratios and how to get them. The Fintel tool lets you compare your ratios with other companies.

“If you use these tools and learn that your accounts receivable turnover is higher than normal, it means your collections need to be improved. Maybe that means calling customers a week earlier than you have been.”

“If your accounts payable turnover is lower than normal, then you are paying bills faster than your peers. You can either lengthen it and improve your cash flow or negotiate better terms with your vendors because you pay faster than your industry.”

Once you’ve calculated your ratios, Clovis' Tools for Business Success website has contacts for free one-on-one counseling in the area. Business owners can take their results and work with experts to improve their ratios in the future. And perhaps some day tax season will be an enjoyable time, because you will have earned an A on your Small Business Report Card.

To access these tools, go to http://www.clovis.toolsforbusiness.info . You can find these tools under “Taking your Business to the Next Step.” 

Here is an example of how your accounts receivable turnover rate can help you manage your business better: 

If your accounts receivable is $25,000 and annual sales is $300,000:
25,000 * 365 days /300,000 = 30.4 days turnover rate
How to use this information:
What would happen if you could collect 4 days earlier??

$300,000/30.4 days = $822/day x 4 days= $3,288 extra cash! 
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