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IMPROVING THE BOTTOM LINE 

Want to improve your "bottom line?" Well, get to work improving one or more of the items in 

your financial plan. Consider some of these things. 

Cash flow: For any measurable financial period, this line has to be positive for your business to 

be successful. To know your cash flow, you must track your income, your expenses, who you 

owe, and who owes you. You can do it with pencil and paper if you prefer, but computer systems 

like QuickBooks and others can make the job easy. Keep storing your records in shoe boxes if 

that suits you, but only after you put the information into your cash-flow calculation. 

Budget: Amazingly, your budget is trying to be your friend. It wants to help you focus on the 

things you need to do. If you listen closely, you’ll hear it reminding you of your sales goals, your 

advertising limit, your costs for materials, and your overtime limit. Guidance from your budget 

will help you maintain that positive cash flow. What a friend! 

Breakeven point: This is the point in a financial period where your income equals your 

expenses, including what you must pay yourself. Once you reach that point, whatever profit you 

make on a sale goes directly to the bottom line. If you never reach it, you have a loss for the 

period. To know what your breakeven point is, you must understand your expenses. Once you 

do, you can determine how many customers you need or how many products you must sell. 

Knowing your breakeven point allows you to make your marketing, hiring, and expansion plans. 

It’s a number you’ll be happy to know. 

Accounts receivable: If your business is strictly "cash and carry" (including credit cards and 

checks, of course), you are in the fortunate position of having this number be zero—except for 

the occasional bad check. Lucky you! You can skip this section. 

The rest of you must be in a business where extending credit is necessary either because your 

competition does or because your customers cannot pay until they use your product and receive 

payment from their customers. You may want your accounts receivable to be as close to zero as 

possible, but don’t overdo it and don’t think of accounts receivable as an accounting function. 

Credit is a sales tool! It is a sales-support function. Within reasonable parameters of time and 

dollars (which you get to set, with the help of your customers), accounts receivable is a measure 

of sales success! And, with reliable customers, accounts receivable is only one short step from 

money in the bank. 

So take your accountant’s hat off when you study accounts receivable. Stop frowning as you 

track them by number of days outstanding. Put on your sales hat and remember that you use 

credit to increase sales, not to reject customers. The only reason for extending credit is to get a 

sale that you would not get otherwise. 

Okay, I’ve convinced you, but you have some customers who are not prompt payers. What to do 

about them? First remove every possible excuse a customer might have to not pay on time. 

Promptly send an understandable invoice and bill according to your agreement with the 
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customer. Understand how customers pay their bills. Don’t send a reminder notice until they 

have passed the agreed-to payment time by 10 or 20 days. Whenever you send a payment 

reminder, keep it friendly, but firm. 

Then, if you have to call after sending a reminder, be firm, but still friendly—remember, you 

want to get paid for the previous purchase, but you also want the customer to make ten more 

purchases. Get to know the people who cut the checks for chronically late customers, and treat 

them like real people, like your friends. These poor people get lots of nasty calls, so treating 

them well may get your checks issued early. And whenever you don’t have to call one of these 

problem customers, call to thank your friend, the check cutter. 

Those are a few items to consider when looking for ways to improve the bottom line. Find more 

detail on some of these ideas from these sources: Caroline Jordan, author ofMastering Cash 

Flow; and Abe WalkingBear Sanchez, www.armg-usa.com. 

For more advice about improving your bottom line, go online to business-resource sites such as 

www.score.org or www.sba.gov or make an appointment with a SCORE counselor at (320)240-

1332 or e-mail info@StCloudSCORE.org.        

John Eakins has been a member of SCORE chapter 406 and a counselor for seven years. 
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