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A Monitoring System to
Control Your Business and

Save Time

ne of the biggest problems that

business owners face is how to
handle the barrage of information that
is fed to them on an almost non-stop
basis. It is simply not possible to keep
track of all the detailed information
that's available and to use it to control
operating results effectively.

One solution to this problem is dele-
gating, but most business owners find
that delegating doesn't really reduce
their need to monitor key operating
data. Often, delegating does not save
time either, because delegated moni-
toring responsibilities still have to be
reviewed.

The answeris toinstall an internal mon-
itoring system that lets you compare a
limited set of key current operating fig-
ures with your projections. This system
has two major features. First, it focuses
on where your business is now com-
pared to where you wanted it to be.
This keeps you from getting bogged
down in time-consuming reviews of
last month’s or last year's figures.

The second feature of the system is
that you are not constantly inundated

with data. Critical information is sup-
plied to you on a regular schedule. This
limits your monitoring responsibilities
to tracking only the data that you need
to control your business now. Since
most of the major indicators are usu-
ally reviewed weekly or monthly, the
system ultimately saves a great deal of
time.

Here are the seven major areas that
most business owners should monitor:

1. Sales. Check total year-to-date sales
against projected sales every day. Look
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Disability Loopholes

Loophole: Disability payments
made by certain payers of in-
come are tax free. Included are:
+ Department of Veter-
ans Affairs payments.
« Workers' compensation pay-
ments related to disabilities.

- Damages awarded for physi-
cal injury or illness.

+ No-fault car insurance policy
payments for injuries that
cause you to lose income or
impair your earning ability.

« Compensation payments
for permanent loss of
some bodily function.

Note: Social Security disability pay-

ments are taxed just like reqular

Social Security payments, based on

the income level of the recipients.

Loophole: The cost of home im-
provements that make life easier for
a disabled taxpayer is deductible as a
medical expense. This is subject to the
7.5% AGI limit and to the extent that
the cost doesn’t exceed the increase

in value they add to the home.

Example: The cost of constructing a
ramp for a wheelchair-bound taxpayer
can be included as a medical expense.

How the limitation works: Say you
install a special air-conditioning and
filtering system that costs $20,000.
But it increases the value of your
home by $5,000. You can deduct
$15,000 as a medical expense.

Loophole: You can deduct as
amedical expense the cost of

- tuition and special schools designed
to relieve physical disabilities.

- Examples: Schools that teach Slgﬂ
- Ianguage, hpreadmg or Brai[l“" :

Three Ways to
Monitor Accounts
Receivable

The status of a company’s accounts
receivable is critical to its finan-
cial health. Without a good monitor-
ing system, receivables can grow to a
point where they restrict cash flow, tie
up capital, and even threaten liquidity.

The key to avoiding accounts receiv-
able problems is to install an advance
warning system that tells you to take
action before receivables get out of
hand. Here are three basic methods
you can use to alert you to potential
receivables problems.

1. Compare the percent of
receivables you collected this
month with the percent you
collected in previous months. If
the percent collected shows a
steady decling, it's a signal to take
immediate corrective action.

2. Divide your total receivables by
your average daily sales. This will
tell you the number of days sales
are outstanding. If the number
has been climbing, you may
have a receivables problem.,

3. Divide your net annual sales by
your average receivables balance
at the end of each month.The
result is called “receivables
turnover”. Compare your turnover
with the average turnover for
your industry, which is usually
available from industry trade
associations. If your receivables
turnover is lower than the industry
average, it's time to review your
credit and collection policies.

A Checklist for
Effective Advertising

Communications experts agree
that successful advertising utilizes
four basic principles. Before you ap-
prove your next ad, see how it stacks
up against this checklist.

1. Does your advertising stress
value? Prospective customers want
to be assured that they are getting
a good value for their money. Low
prices alone don’t necessarily mean
good value. It's much better to adver-
tise quality for a low price. Quality can
mean durability, better performance,
more features, etc. Quality plus low
prices means value, and value sells.

2. Is your advertising “news"? Peo-
ple respond to advertising that offers
an attractive new proposition. Price
reductions are attractive news. So is
a new product or service. That's why
the work “new” is the most frequently
used word in advertising.

3. Does your advertising empha-
size personal benefits? Prospective
customers want to be spoken to as
individuals. Make sure your advertis-
ing tells them the personal benefits
they'll get when they buy your prod-
uct or service.

4. Does your advertising have emo-
tional appeal? Buying decisions are
frequently based on emotional factors
such as happiness, well-being, status,
love, fear, etc. By appealing to people’s
emotions, an effective ad can motivate
prospective customers to act.
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