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Taking stock of your business
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Ideas to improve the cash position of your 
business
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To improve the cash position of your business

Prepare regular cash �ow forecasts

Generate cash through sales but do not undersell your product

Only pay sales commission when payment is received

Negotiate extended terms of credit with suppliers

Take modest personal draws and wages

Don’t hide problems from the bank. Tell your bank early if you need money to overcome a cash �ow problem.
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Ideas to improve the pro�tability 
of your business
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To improve the pro�tability of your business
Prepare �nancial statements on a regular basis and use them to analyze performance and benchmark your busi-
ness against industry averages. 

Understand the pro�t you generate on each item of product or service you sell. 

Concentrate on improving sales of your most pro�table products and services.

Don’t discount prices on lower margin products and services.

Don’t discount on your most pro�table products or services unless the discount encourages increased sales that 
lead to at least the same pro�t.
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The e�ect of discounting
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Present Gross 
Pro�t Margin

10%

If you cut your price by:

15% 20% 25% 30% 35% 40%

to achieve the same gross pro�t margin you will need to increase sales by:

100% 50% 33.3% 25% 20% 16.7% 14.3%5%

6%

8%

10%

12%

15%

20%

150% 66.7% 42.9% 31.6% 25% 20.7% 17.6%

400% 114.3% 66.7% 47.1% 36.0% 29.6% 25%

200% 100% 66.7% 50% 40% 33.3%

400% 150% 92.3% 66% 52.2% 42.9%

300% 150% 100% 75% 60%

400% 200% 133.3% 100%
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Other ways to improve the cash position  
pro�tability of your business
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To control costs

Identify the expenditures that are essential to keep your business running. Don’t cut these costs.

Look at these costs carefully, but don’t criticize every transaction.

Conduct a review of business processes to see whether some expenses can be eliminated completely.

Use direct response marketing that is measurable. 

Review sta�ng arrangements.

Work to retain good sta�. Replacing sta� can be expensive. 

Small Business Development Center 



Reduce the time needed to collect your 
accounts receivable
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To promptly collect ccounts eceivable

Keep in regular contact with customers, particularly customers with outstanding invoices.

Prepare an accounts receivable aging report.

Negotiate periodic payments to help customers clear past due balances.

Before you sell to a customer on credit, perform a credit check and agree on proper commercial terms of credit. 

Encourage immediate payments by o�ering discounts on cash sales. 

Small Business Development Center



Control nventory 
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To control inventory

Keep the right amount of stock - too much or too little can damage your business.

Identify slow moving and dead stock and try to sell it. If you can’t sell it, write it o� and destroy it. 

Negotiate deals with suppliers, but avoid volume-based discounts. 

Tighten the purchasing of inventory by knowing when to buy. To do this, you need to know the historical sales 
by item. 

Identify items you must simply never run out of. 

 Small Business Development Center



Improve ales
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To improve sales

Focus on the most pro�table sales. Don’t just chase any sale.

Create added value by bundling a gift or training with your item.

Undertake companion selling and up-selling.

Use in-store signs to highlight the product of the day/week.

 Small Business Development Center
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