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Do you know your  numbers?
A guide to what successful businesses should expect 
RXW�RI�WKHLU�ÀQDQFH�DQG�DFFRXQWLQJ�GHSDUWPHQW�



You can’t manage what you don’t 
measure��7RR�RIWHQ��ZH�GRQ·W�KDYH�

DFFUXUDWH��UHOHYDQW��RU�WLPHO\�LQIRUPDWLRQ�
RU�VLPSO\�GRQ·W�NQRZ�KRZ�WR�DVVHPEOH�LW�

7KLV�JXLGH�ZLOO�GLVFXVV�ZKDW�EXVLQHVV�
RZQHUV�VKRXOG�GR�WR�HQVXUH�WKH\�GHYHORS�
the right reports and metrics to improve 
their business performance and achieve 

WKHLU�JRDOV�

INTRODUCTION
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CHAPTER 1

Foundation of Good Information
When San Francisco’s Millennium Tower opened in 2009, 
WKH�ÁDVK\�����IRRW�WDOO��UHLQIRUFHG�FRQFUHWH�VWUXFWXUH�ZDV�
designed to resemble a translucent crystal.1 From former NFL 
players to VCs, and tech powerhouses, the lavish multimillion-
dollar condominiums had piqued the interest of the city’s 
ÀQDQFLDO�HOLWH��

Within just a few years, cracking along the basement 
walls had not only become noticeable, but they were also 
spreading. By 2016, residents of the award-winning tower 
received notices that the structure was sinking into the 
mud and beginning to tilt.  The culprit? The stability of the 
foundation. 

Like any centuries-old building, a solid foundation is key to 
long-lasting prosperity, which is the same for any business. A 
business built upon a weak foundation is akin to constructing 
a building on sinking ground. Similar to how a structural 
engineer ensures a building doesn’t collapse, a business 
owner must ensure the company’s stability by discovering 
the elements for establishing, building, and maintaining 
a foundation of good information. If you ignore the 
components that are critical to creating a robust foundation, 
and even the most acclaimed infrastructure can fail.

Make Better Decisions with 
More Accurate Information
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People
A solid foundation starts with your team, so it’s critical to have the right people in the right 
role with the appropriate expertise for the task. 

Many companies fall into the trap of promoting low-skilled employees into positions 
where they have no training, education, or experience to effectively meet expectations. For 
example, they promote a bookkeeper to take on more challenging and complex accounting 
and reporting functions without any oversight or supervision. While the bookkeeper is 
H[FLWHG�DERXW�WKH�LQFUHDVH�LQ�FRPSHQVDWLRQ�DQG�UHVSRQVLELOLW\��WKH\�ODFN�WKH�SURÀFLHQF\�DQG�
knowledge to perform the new tasks. 

The opposite side is hiring high-level employees and having them perform tasks that they 
DUH�RYHUTXDOLÀHG�WR�GR��)RU�H[DPSOH��KLULQJ�D�FRQWUROOHU�ZKR�SHUIRUPV�D�VLJQLÀFDQW�DPRXQW�RI�
data entry. This action leads to low job satisfaction and high turnover, and as a result, attracts 
mediocre talent to the role and leaves companies to question why they don’t get what they 
need from their accounting team. 

Most small and medium-size businesses fall into these traps because they don’t need full-time 
UHVRXUFHV�IRU�HDFK�UROH��7KDW�LV�ZKHUH�D�IUDFWLRQDO�ÀQDQFH�DQG�DFFRXQWLQJ�ÀUP�FDQ�VXSSRUW�WKH�
business by bringing in the appropriate resources at the proper level for the time it takes to do 
the work. As the company grows, it will eventually make sense for the company to hire full-
time internal employees to serve its needs and achieve the best value.

CHAPTER 1

05 signatureanalytics.com   /   (888) 284-3842   /   Contact Us   

mailto:info@signatureanalytics.com?subject=Ask%20the%20Experts


CHAPTER 1

Structure
6LPLODU�WR�KRZ�DQ�RIÀFH�EXLOGLQJ��VSRUWV�DUHQD��DQG�D�KRXVH�DUH�HDFK�VWUXFWXUHG�GLIIHUHQWO\�
EDVHG�RQ�WKHLU�SXUSRVH��WKH�ZD\�\RX�WUDFN�\RXU�ÀQDQFLDO�LQIRUPDWLRQ�GHSHQGV�RQ�WKH�VSHFLÀF�
JRDOV�\RX·YH�VHW�IRU�WKH�EXVLQHVV��7KH�IRXQGDWLRQ�RI�WKH�VWUXFWXUH�RI�\RXU�ÀQDQFLDO�LQIRUPDWLRQ�
is called the General Ledger. 

7KH�JHQHUDO�OHGJHU�SURYLGHV�D�FRPSOHWH�UHFRUG�RI�ÀQDQFLDO�WUDQVDFWLRQV�RYHU�WKH�OLIH�RI�WKH�
FRPSDQ\��7KH�OHGJHU�KROGV�DFFRXQW�LQIRUPDWLRQ�WKDW�LV�QHHGHG�WR�SUHSDUH�ÀQDQFLDO�VWDWHPHQWV�
and includes accounts for assets, liabilities, owners’ equity, revenues, and expenses.2

In other words, the general ledger contains all the buckets you are going to use to track the 
ÀQDQFLDO�DVSHFWV�RI�\RXU�EXVLQHVV��,W·V�LPSRUWDQW�WR�WKLQN�WKURXJK�WKH�GULYHUV�RI�\RXU�EXVLQHVV�
in relation to your goals when the general ledger is being set up. Why? Your General Ledger 
encompasses all the company’s transaction data, which is needed to produce the income 
VWDWHPHQW��EDODQFH�VKHHW��DQG�RWKHU�HVVHQWLDO�ÀQDQFLDO�UHSRUWV�

 For example, a company planning to expand into multiple geographies will want to set up 
its general ledger to be able to track revenue and expenses by location to understand trends 
and results. The same is true for a product company wanting to track each SKU separately to 
XQGHUVWDQG�SURÀWDELOLW\�E\�SURGXFW�

Proper structure of information is critical for future analysis and understanding. If all your data 
is in generic buckets, like revenue, you won’t be able to report on the drivers and issues in your 
EXVLQHVV�HIÀFLHQWO\��QRU�ZLWK�DQ\�UHDO�FRQVLVWHQF\�
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Process
“The average embezzler [is] a small-business, middle-aged employee who works in the 
DFFRXQWLQJ�DQG�ÀQDQFH�GHSDUWPHQW�µ��,QF�3

Accounting touches every part of your business. The typical business loses 5% of annual 
revenues or an average of $120,000 to fraud.4�6R��ZKLOH�DQ�LQHIÀFLHQW�DFFRXQWLQJ�WHDP�FUHDWHV�
LQHIÀFLHQFLHV�DFURVV�\RXU�EXVLQHVV��LQHIÀFLHQW�SURFHVVHV��RU�D�ODFN�RI�SURFHVVHV�DOWRJHWKHU�DOORZ�
XQVFUXSXORXV�SHRSOH�WR�VWHDO�IURP�\RX��'HÀQHG�SURFHVVHV�QRW�RQO\�VHYHUHO\�UHGXFH�WKH�ULVN�RI�
IUDXG�EXW�LPSURYH�RYHUDOO�HIÀFLHQF\��

Newer businesses will frequently have limited or unwritten processes. However, processes 
should evolve as the company grows. Without processes in place, business owners will see a 
ODFN�RI�DFFRXQWDELOLW\�DPRQJ�WKH�WHDP��7KRXJK�FDVK�ÁRZ�LV�WKH�OLIHEORRG�RI�EXVLQHVVHV��ZH�
RIWHQ�VHH�LQHIÀFLHQFLHV�ZLWK�LQYRLFLQJ�DQG�FROOHFWLRQV��+RZ�GLIÀFXOW�LV�LW�WR�JHW�DQ�LQYRLFH�WR�D�
customer? What happens when a customer doesn’t pay within the terms? Whose job is it to 
pick up the phone to make that call to them? 

Processes ensure timeliness and consistency. A good process ensures that invoices are 
IROORZHG�XS�ZLWK�VRPH�IRUP�RI�FRPPXQLFDWLRQ�FRQÀUPLQJ�WKDW�WKH�FOLHQW�UHFHLYHG�WKH�LQYRLFH��
that it has been put into the system, and that they have received all the documentation backup 
in order to get paid. 

Are the right processes in place to drive the success of your organization and protect you 
against fraud? 

CHAPTER 1
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7HFKQRORJ\
Everything from your accounting software to your CRM and how your HR payroll is managed, 
should be aligned with your business approach and future strategy. The utilization of current 
WHFKQRORJLHV�DQG�DFFRXQWLQJ�V\VWHPV�PDLQWDLQV�HIÀFLHQF\�DQG�FUHDWHV�VFDODELOLW\�ZLWKLQ�D�
company.

Not all accounting software is created equal. Just because it tracks transactions, enables 
\RX�WR�FXW�FKHFNV��DQG�LV�DIIRUGDEOH��GRHVQ·W�PHDQ�LW·V�WKH�ULJKW�ÀW�IRU�\RXU�EXVLQHVV��%HIRUH�
LQYHVWLQJ�LQ�D�QHZ�WRRO��ÀQG�VRIWZDUH�WKDW�LQWHJUDWHV�ZLWK�\RXU�FXUUHQW�DSSOLFDWLRQV��0DQ\�
small and midsize businesses use accounting software like QuickBooks, Netsuite, Sage Intacct, 
DQG�;HUR��:KLOH�DOO�DUH�JRRG�DFFRXQWLQJ�V\VWHPV��VRPH�VRIWZDUH�LV�EHWWHU�VXLWHG�IRU�VSHFLÀF�
industries and circumstances over others. Also, if you are using a very old version, consider 
XSJUDGLQJ�WR�WKH�FXUUHQW�YHUVLRQ�WR�JDLQ�DFFHVV�WR�JUHDW�QHZ�IHDWXUHV�DQG�EHQHÀWV�

In addition to good, up-to-date accounting software, there are some great tools that help 
streamline your accounting. For example, Bill.com5 allows small and midsize businesses to 
receive, route, and pay invoices electronically while integrating with other popular accounting 
software, including QuickBooks. So if your accounting team is still manually printing and 
inputting transactions, it’s time to evaluate modernizing the technologies your business has in 
place. 

Whichever accounting software and tools your business purchases, the key is to ensure they 
DOO�V\QF�DQG�ZRUN�WRJHWKHU�WR�GULYH�HIÀFLHQF\�DQG�VDYH�\RX�WLPH�DQG�PRQH\�

CHAPTER 2
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CHAPTER 2

Key Reports to Manage a Business
With the right people doing the right job, accurate 
LQIRUPDWLRQ�LQ�WKH�SURSHU�VWUXFWXUH��DQG�HIÀFLHQW�SURFHVVHV�
in place, you can start consistenly creating Accurate, 
Relevant, and TLPHO\��$57��ÀQDQFLDO�UHSRUWLQJ���

Accurate means that the information you are looking at is 
correct, and you trust it. Easy right? That's not always the 
FDVH��:H�RIWHQ�ÀQG�WKDW�GXH�WR�D�ODFN�RI�SURFHVVHV��FRQWUROV��
and structure, data validation for history and current 
ÀQDQFLDOV�LV�D��QHFHVVDU\�VWHS�LQ�RXU�DSSURDFK�WR�ZRUNLQJ�
with clients.  

Relevant means receiving reporting that makes sense 
for the business and not just canned reports from the 
accounting system that might look important but doesn't 
really tell you anything insightful or actionable. This type of 
reporting often includes information from other systems like 
CRM, operations, marketing, and HR. We often see canned 
UHSRUWV�ZKHQ�ZH�ÀUVW�HQJDJH�ZLWK�D�FOLHQW�WKDW�GRHV�QRW�
make valuable decisions for the company.

Timely means getting the information relatively soon after 
the end of the period. That may be the 5th business day, the 
15th business day, or any other time frame that works for 
your business. We have spoken with many business owners 
ZKR�KDGQ·W�VHHQ�D�ÀQDQFLDO�UHSRUW�IRU�RYHU�WKUHH�PRQWKV��
and as a result, causing them to make bad decisions due 
to the lack of information. When was the last time you saw 
\RXU�ÀQDQFLDO�UHSRUWV"

You Can’t Manage 
What You Don’t Measure
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Income Statement
7KH�LQFRPH�VWDWHPHQW�UHSRUWV�D�EXVLQHVV·V�ÀQDQFLDO�SHUIRUPDQFH�RYHU�
D�VSHFLÀF�SHULRG��,W·V�WHPSWLQJ�WR�ZDQW�WR�EUHDN�RXW�HYHU\�H[SHQVH�LQ�
the income statement, but at the end of the month, the single line 
item noting the $10 spent on parking doesn’t contribute to the bigger 
picture. A 5-page income statement printed from QuickBooks is a sign 
that you need to reevaluate how your income statement is structured.

The income statement should show the results of your business, helping 
identify key areas of concern, and where to focus efforts. All expenses 
should be allocated at the appropriate level into the correct accounts, 
DOORZLQJ�\RX�WR�LGHQWLI\�DQ\�VLJQLÀFDQW�ÁXFWXDWLRQV�

Balance Sheet
7KH�EDODQFH�VKHHW�SURYLGHV�D�JRRG�LGHD�RI�\RXU�FRPSDQ\·V�ÀQDQFLDO�
strengths and weaknesses, showing cash position, assets, accounts 
receivable, inventory, and who the business owes (line of credit, credit 
cards, payables, accrued expenses, or long-term debt). 

$UH�\RX�WKLQNLQJ�DERXW�ÀQDQFLQJ�\RXU�FRPSDQ\"�/HQGHUV�ORRN�DW�D�
business balance sheet, so business owners need to understand and 
be able to articulate the details of the balance sheet in relation to the 
health of the company.

Key reports that are critical to managing your business:

CHAPTER 2
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Cash Flow Forecast
%HFDXVH�FDVK�LV�NLQJ��DOO�EXVLQHVVHV�VKRXOG�KDYH�D�FDVK�ÁRZ�IRUHFDVW��
Starting with how much money is in the bank, a rolling weekly cash 
ÁRZ�IRUHFDVW�VKRXOG�WKHQ�EH�EURNHQ�GRZQ�LQWR�ZKDW�LV�GXH�WKDW�ZHHN��
LQFOXGLQJ�LQFRPLQJ�FDVK�ÁRZV��UHFHLYDEOHV��DQG�H[SHQVHV�VXFK�DV�UHQW��
SD\UROO��DQG�RIÀFH�H[SHQVHV��7KLV�VHFWLRQ�VKRXOG�KDYH�ORDQ�SD\PHQWV�
and equity distributions broken out.  

:K\�LV�KDYLQJ�D�FDVK�ÁRZ�IRUHFDVW�VR�LPSRUWDQW"�%HFDXVH�HYHQ�D�
SURÀWDEOH��JURZLQJ�EXVLQHVV�FDQ�JR�EDQNUXSW�LI�WKH\�IDLO�WR�PDQDJH�
WKHLU�FDVK�ÁRZ��)RU�H[DPSOH��D�FRPSDQ\�ZLWK���������FDVK�LQ�WKH�
bank is expecting an additional $50,000 in accounts receivables to be 
paid that week. If their expenses (accounts payable) are more than 
����������WKH�FRPSDQ\�ZLOO�VKRZ�QHJDWLYH�FDVK�ÁRZ��,I�RQO\���������RI�
the expected $50,000 in accounts receivables are collected that week, 
GLIÀFXOW�FKRLFHV�ZLOO�QHHG�WR�EH�PDGH�RQ�DFFRXQWV�SD\DEOHV��7KLV�LV�ZK\�
LW·V�LPSRUWDQW�WR�KDYH�D�FDVK�ÁRZ�VWUDWHJ\�LQ�SODFH�

:H�UHFRPPHQG�WKDW�EXVLQHVVHV�EXLOG�D�FDVK�ÁRZ�IRUHFDVW�UHSRUW�DW�
least 13 weeks out, then update it weekly. Having visibility into the 
IXWXUH�KHOSV�PDQDJH�\RXU�ZHHN��DORQJ�ZLWK�\RXU�FDVK�ÁRZ�DFWLRQV��7KLV�
UHSRUW�ZLOO�KHOS�\RX�NQRZ�WKDW�\RX�QHHG�WR�JHW�ÀQDQFLQJ�VLJQLÀFDQWO\�
sooner than if you were watching your bank account balance. It can 
be used as a model to make decisions and understand the effects of 
EX\LQJ�PRUH�LQYHQWRU\�RU�HTXLSPHQW��8VLQJ�D�FDVK�ÁRZ�IRUHFDVW�UHSRUW�
when adding new clients can help to illustrate the impact of growth on 
your cash.

CHAPTER 2
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CHAPTER 2

Budget
$�EXGJHW�LV�D�ÀQDQFLDO�SODQ��RU�GRFXPHQW��RYHU�D�VSHFLÀHG�SHULRG�
of time. Many companies don’t create a budget at all or create an 
annual budget and then put it away until the next year. Building a 
budget is useless if it’s not put into action. Instead, create a budget 
that allows your business to compare actual performance to expected 
performance. 

Creating a budget forces you to think about how revenue comes in 
(cyclical vs. noncyclical) when expenses occur, and what you need to 
do to achieve the results and goals. It is a great exercise to ensure you 
have your arms around your business and allows you  to plan and be 
proactive versus reactive.

)OX[�DQG�7UHQG�$QDO\VLV
Understanding how account balances can vary from month-to-month, 
quarter-to-quarter, and beyond can be incredibly insightful into the 
numbers of a business. 

Flux analysis, sometimes called Fluctuation or Variance Analysis, is this 
type of process. It will include dollar and percentage changes and will 
indicate why the numbers of the account are different between the two 
periods of time compared. 

Insights that come from this analysis are powerful, as they expand on 
what forecasting and budgeting already illustrate. When monitored 
consistently, this process can be one of the most effective ways to 
mitigating and managing risks. Most accounting teams will skip 
this process altogether as it takes some time. However, at Signature 
Analytics, our team uses FloQast software to help with Flux Analysis so 
that you always receive the most insights into your companies numbers.

Trend Analysis is another way to collect valuable information from the 
business that can provide insight into any trends, inconsistencies, or 
seasonality over a period of time, but 12 months is most common. 

,GHDOO\��XVLQJ�7UHQG�$QDO\VLV��WKHUH�ZLOO�EH�VSHFLÀF�SDWWHUQV�WKDW�VWDQG�
RXW�DQG�WKDW�FDQ�EH�UHFWLÀHG�WKURXJK�D�SDUWLFXODU�FRXUVH�RI�DFWLRQ��
Some of the patterns that might stand out may include declining sales, 
unusual expenditures of certain line items, or expense reports with 
fraudulent claims. Any of these points of analysis can be incredibly 
EHQHÀFLDO�WR�D�EXVLQHVV��DQG�WKH�LQIRUPDWLRQ�IRXQG�FDQ�KHOS�GHWHUPLQH�
where the company needs to make adjustments. 
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CHAPTER 3

Metrics & Analytics
%HFDXVH�LW·V�HDV\�WR�À[DWH�RQ�WKH�ERWWRP�OLQH��EXVLQHVV�RZQHUV�
put less consideration into what inputs are needed to generate 
outputs. Understanding the difference between metrics that 
measure inputs versus metrics that measure outputs is key to 
making the bigger picture happen. 

For example, if a company’s goal is to make $15 million dollars 
in revenue this year, what inputs will help accomplish this 
output? A company may consider hiring more salespeople or 
increasing the number of sales calls made per day. 

How does a company know what additional inputs will help 
them reach their output goals relating to overall business 
objectives? At this point, this is where having useful data is 
critical. 

A good key performance indicator (KPI) should act as a compass, 
guiding your business down the right path toward your strategic 
goal. Tracking KPIs will give you a better understanding of the 
sustainability and trends within your business and keep a close 
KDQGOH�RQ�WKH�ÀQDQFLDO�KHDOWK�RI�\RXU�EXVLQHVV�

As a business owner, it’s essential to understand the metrics 
being measured, how to calculate them, and why they’re 
important. Whether the objective is acquiring more capital to 
grow the business, further developing the company for the next 
generation to take over, or selling the company, each metric 
should matter to the business’ overall objective. 

Avoid Making the Wrong
Decision with Bad Data
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 • Each business is unique and there are no magical metrics

 • Metrics should tie to the ultimate objective of the business owner or CEO

 • Metrics should be meaningful, measurable, manageable, and repeatable

 • Focus on a few key metrics versus pages of metrics

 • Do something with them   

Having good data enables business owners to dig into problems and solve them. If you 
have access to good data, you can do the analysis to understand trends, results, operational 
HIÀFLHQF\��DQG�PRUH�

For example, if your business is a service company, then understanding utilization is very 
important. With the right data, you can look at utilization by the client, the employee, the 
RIÀFH��RU�E\�WLWOH��HWF��7KLV�DOORZV�\RX�WR�XQGHUVWDQG�WKH�GHWDLOV�RI�\RXU�EXVLQHVV�IRU�D�VSHFLÀF�
SHULRG�RU�RYHU�WLPH�DQG�WR�ÀQG�WKH�VRXUFH�RI�WKH�SUREOHP��HQDEOLQJ�\RX�WR�VROYH�LW�

CHAPTER 3

We have created several best practices to keep in 
mind when developing key metrics for your business:

14 signatureanalytics.com   /   (888) 284-3842   /   Contact Us   

mailto:info@signatureanalytics.com?subject=Ask%20the%20Experts


Cost of Goods Sold (COGS) should be tracked at the product level. For instance, a medical 
device manufacturer might track the COGS for an immunology testing kit versus their 
autoimmune testing kit.

If the gross margin for their immunology testing kit is 55%, but the autoimmune testing 
kit’s gross margin is 75%, the biotech company needs to research the cause of the margin 
difference. Knowing margins by product line beyond the company’s overall revenues allows for 
smarter business decisions to be made and the right questions to be considered.

Beyond understanding individual product lines, understanding total COGS for a company’s 
brands can lead to better decision making. Perhaps a brand’s margins are healthy, but the 
company is losing market share. In this type of scenario, the company has the option to reduce 
prices to support the overall brand. Or perhaps a money-losing brand is bringing down the 
SURÀWV�RI�WKH�HQWLUH�FRPSDQ\��,I�WKH�FRVWV�RI�WKDW�EUDQG�FDQQRW�EH�UHGXFHG�WR�EULQJ�WKH�PDUJLQ�
to acceptable levels, it might be time to divest that extended brand and focus on the brands 
that positively contribute to the company’s goals.

With the right information, businesses can make 
decisions critical to the health of the business quickly 
DQG�HFLHQWO\��

We recommend that companies focus on 3-5 key metrics at a time. As your business and your 
goals evolve, the metrics you are measuring should be updated and changed to remain aligned 
with your needs. 

CHAPTER 3

Another example: 
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+DYLQJ�D�strong foundation of 
information in place ensures business 
RZQHUV�GHYHORS�WKH�right reports 

using the right metrics�DQG�PDNH�WKH�
right decisions�WR�DFKLHYH�WKHLU�JRDOV��
)URP�JRRG�LQIRUPDWLRQ��\RXU�EXVLQHVV�
will continue to improve and achieve 

ongoing success�

/HW�XV�DVN�\RX�RQH�ÀQDO�TXHVWLRQ� 
do you know your numbers?

CONCLUSION
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