Reasons to “Grow” Your Business
· Enhance profits

· Master new challenges

· Dominate the competition

· Protect your market share

· Acquire volume discounts

· Achieve economies of scale

· Enhance image and prestige

· Acquire broader customer base

· Reach your break-even point sooner

· Better serve the customer (through new location, broader product lines, lower prices, etc.)
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Pitfalls of Unmanaged Growth

· Growth is limited, short-term

· Inability to maintain consistent performance standards

· Unprofessional behavior

· Poor employee morale

· Lack of adequate employee training

· High employee turn-over

· Loss of profitability

· Inefficient use of resources

· Loss of customer loyalty

· Diminished quality of products and/or services

· Inability to focus on core strengths

· Paralyzed or overworked leadership

· Cash crunch

· Bankruptcy
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Three Ways to “Grow” Your Profitability

1. Increase your sales volume

(without increasing your fixed costs)

2. Reduce your fixed costs

(without causing a decrease in your 
   sales volume)

3. Increase your contribution margin by:

· Increasing the sales price

(without compacting volume)

· Decreasing variable costs

· Changing product mix to those with higher contribution margins

(without impacting volume)
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Types of Ratios

Liquidity Ratios

Can you business meet its short-term obligations?

Examples

Quick Ratio

Current Ratio

Asset Management Ratios

How efficiently does your company handle operations and assets?

Examples

Inventory Turnover

Receivables Turnover

Profitability Ratios

What is your return on sales and capital?

Examples

Gross Profit Margin

Net Profit Margin

Return on Investment

Capital Structure Ratios

How much does your business owe, and how much does it own?
Examples

Debt to Equity 

Debt to Assets
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What to Look for in

Accounting Software

Ease of use

· How steep is the learning curve?

· How long will it take you to become proficient?

· How much will training time add to the cost?

Scalability

· What other modules are available?

· Does it integrate seamlessly with other business applications?

· Is it compatible with your accountant’s system?

· Will it accommodate growth?

· Will you have to make multiple upgrades as you grow?

Flexibility

· Can the programs be customized to meet your unique needs?

Security

· Is it secure?

· Does it prevent unauthorized access to your data?

Technical Assistance

· Does the program have an adequate help utility, help desk, or community user forum?

· Does the manufacturer offer training?

· Is the manufacturer likely to stay in business?
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Understanding the Supply Chain

Logistics

· The set of processes and activities that enable the transfer of a product or delivery of a service from its origins to its destination. 

The Supply Chain 

· Comprises interdependent business processes and activities (“channels”) that extend from sourcing raw materials, to delivering the product to its ultimate destination.  

Channels

· Identifiable sets of business processes and activities extending from one end of the supply chain to the other. 

Example: Marketing is a channel within the supply chain.

Subchannels
· Functional areas within channels, that do not extend from one end of the supply chain to the other. 

Example: Market research is a subchannel of the marketing channel.
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