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LOOK WHAT BUSINESS OWNERS JUST LIKE YOU ARE SAYING ABOUT THIS GEM OF A BOOK.

“This powerful, practical book gives you the key to business success. You learn the most important lessons of all to become wealthy.”

—BRIAN TRACY, AUTHOR, “TURBOSTRATEGY”

“Oh Boy! The question isn’t whether or not you should buy this book—it’s whether you can finish reading it before you get to work tomorrow.”

—SETH GODIN, AUTHOR, “PURPLE COW”

“Never Run Out of Cash is a must read for anyone involved in business. Philip has written an easy-to-read guide with practical tips and strategies you can implement immediately.”

—JILL GRIFFIN, AUTHOR, “CUSTOMER LOYALTY:
HOW TO EARN IT, HOW TO KEEP IT”

“This is a revolutionary money-management book. Throw out all the other complicated methods of handling projections and financial strategizing—use Philip’s Peace of Mind schedule to get just that—Peace of Mind about your cash flow!”

—DR. JOE VITALE, BEST-SELLING AUTHOR OF “SPIRITUAL MARKETING” AND NUMEROUS OTHER WORKS

“Never Run Out of Cash reveals a very simple but very real solution for properly managing your cash flow. You owe it to yourself and your business to read this book—now.”

—DEBRA BENTON, AUTHOR, “EXECUTIVE CHARISMA”

“Never Run Out of Cash is a must-read and must-use for business owners, operators, and accountants. As a former CFO and a business owner, I know how few people really understand how to project and manage cash.
Philip gets it. And he explains it in a way you can use. You will learn the important questions. More importantly, you will learn how to answer them so that YOU never run out of cash.”

—STEVE KOINIS, ENTREPRENEUR

“Small business lives and dies by one word, Cash-Flow! Many a business owner has seen the finish line of success, only to get blown out of the race by lack of cash . . . the gasoline of everyday business operations.
Philip Campbell’s book shows you not only how to manage the dollars and cents of cash-flow, but also how to manage your attitude and beliefs about it . . . something I’ve never seen anywhere else. If you want to learn how to finally solve your cash-flow problems—get this book now!”

—JIM EDWARDS, AUTHOR, “IMMEDIATE MONEY IMMEDIATELY”

“I was looking for something just like this. I am also a CPA turned business coach; my focus is on the future not the past, which is not typical for most CPA’s. I teach business owners how to get a handle on their cash.
Your book is very easy to understand . . . I will recommend this book to all my clients.”

—ALECIA CAINE, CPA, FINANCIAL AND BUSINESS COACH

“Never Run Out of Cash has helped me get back to doing what I do best—taking care of customers and growing my business. I never realized how much of my time was wasted worrying about my money. I only wish I had learned the secrets of taking control of my business earlier.
The two questions have made an incredible difference for me. I no longer worry about my cash flow because I can answer the two questions—YES.
I highly recommend that you follow Philip’s step-by-step process. It was so easy to do. It made all the difference for me. Now I’m finally back to having fun growing my business.”

—RICKY HUX, OWNER AND PRESIDENT, BEST FIT SOLUTIONS, LLC

“Philip, I cannot say thank you enough.
The information in your book is absolutely critical to running any successful business. Without a doubt, failure is certain without the knowledge that you provide. I know, I’ve been there one too many times!
I owe you a great deal, because I now know how to permanently avoid that ‘how did I get here, again?’ experience of not having enough cash to continue.
Thank you, thank you, thank you!”

—ANISA AVEN, OWNER, CREATAVISION ENTERPRISES

“This book is GREAT!
Without a degree in accounting, I needed something like Philip’s Peace of Mind schedule to keep me focused on the most important aspect of my business—CASH.
It’s easy to understand and apply—just what I needed!”

—SYLVIA BARNES, OWNER, LEAP OF FAITH ENTERPRISES

“Philip, absolutely awesome!
Your straightforward advice really struck a chord with me. I have used a similar, albeit incomplete schedule to forecast cash flow for quite some time now. However, your Peace of Mind schedule helped bring into focus some of the areas in my forecasting that needed refining for a more accurate picture.
I think I knew this all along. But there was something about the way you presented it that finally made me do it. I did it immediately after reading the book. Rules # 7 and # 9 are absolutely critical for all business owners and financial managers to live by in order to prosper in business and be able to sleep at night.
Now I’m completely in the driver’s seat. My business is so much easier to manage now.”

—DAVID SEGERS, CHIEF FINANCIAL OFFICER, WILLIAM COLE, INC.

“This book helps business owners regain control of the financial side of their business, be it an online or an offline business. The message is presented in a very memorable way that is easy to understand and easy to implement.”

—WINSTON SCOVILLE, OWNER, MKOPPS SMALL BUSINESS PUBLICATIONS

“Wow, what a wealth of information! I am now much more informed on the subject of cash flow for my own business . . . And much better prepared to answer questions from my clients. You do not charge enough for your book.
The information contained in your book, if implemented by every small business, will change the dreadful statistics about the failure rate of those businesses. An excellent piece of work.”

—ROBERT J. JACOBS, OWNER, THE CASHXCHANGE GROUP

“Philip’s book has completely changed the way I manage my business. I feel that I finally have a clear picture of my financial situation and am now in control. The book was informative, easy for the layman like me to understand and use, above all . . . it works!”

—KATHRYN EDLER, HYPNOTHERAPIST

“There is a lot of talk about cash flow these days, but very little practical instruction on actually knowing how to define it precisely for your business. I think you have gone beyond what was needed and provided an excellent and easy to use tool to assist business owners and managers in steering and growing their companies. I give you two thumbs up on this easy to read business book masterpiece!”

—BILL WHITE, PRESIDENT/CEO, THE BIGGEST DEAL, INC.
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Send Me Your Questions

I would love to help you experience the success and satisfaction that come from finally taking control of the cash flow of your business.

If you have any questions, concerns, or comments as you read the book, please feel free to send them to me at pcampbell@growandsucceed.com.

I respond to all my e-mail personally and promptly.

I would really enjoy having the opportunity to help you along the way so that you can get the maximum benefit from the material in this book. I want to fulfill my commitment to you and ensure that you have what you need to take control of your cash flow.

If you have any questions while reading a particular chapter or section, you can quickly and easily send me your question by e-mail. I encourage you to use it any time you feel that you need additional information.

I’m here to help you transform the way you manage your business.

Philip Campbell

pcampbell@growandsucceed.com
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Introduction

Without the facts, all we can do is stew around in confusion. 
—DALE CARNEGIE, AUTHOR AND MOTIVATIONAL SPEAKER

My purpose in writing this book is to help make sure you Never Run Out of Cash.

As a business owner, you are excited and motivated by the opportunity to create a successful and growing business. You want the opportunity to take control of your financial future and become financially independent. You want the opportunity to achieve the personal fulfillment and satisfaction that comes from doing the work you love and enjoy.

You have invested your time, talent, and financial future in your business in order to enjoy the benefits only a business can deliver. Benefits like:

•The pride of ownership

•More control over your life and how you spend your time

•Not having a boss constantly breathing down your neck

•Making more money

•Creating financial security for yourself and the ones you love

The disturbing trend in business, though, is that the dream of business ownership is too often destroyed by the pain and loss that occur when a business fails. Hundreds of thousands of businesses fail every year. That means hundreds of thousands of people are enduring this very painful and embarrassing process every year.

My experience in business over the last twenty years has convinced me that the single biggest reason the small business failure rates are so incredibly high today is this one simple fact: Most business owners don’t really know what’s going on with their most precious asset—their CASH.

Despite the fact that cash is the lifeblood of the business, the fuel that keeps the engine running, most business owners don’t truly have a handle on the flow of cash into their business and the flow of cash out of their business. As a result, more businesses are failing today than ever before.

I have seen very experienced and seasoned business professionals make incredibly poor business decisions because their focus was on something other than their cash flow. Once they see their business through the lens of its true cash flow, their decisions are oftentimes 180 degrees different. Such a dramatic shift in decision making comes from finally seeing their cash flow in a way that is crystal clear and simple to understand.

In this book, I will share with you a powerful and simple concept that will transform the way you manage your business from this point forward. I will show you how easy it is to take control of your cash flow. I will share with you the principles and the tools that will put you back in control of your business.

At the same time, I will help you discard some of the things you have been taught about managing the financial side of your business that are getting in your way. We will clear away those obstacles so you are perfectly positioned to create the kind of business success you have always dreamed of.

And best of all, you will be in a much better position to avoid the pain and loss associated with failure in business.

You will be amazed at how much easier it is to manage your business properly when you know what’s going on with your cash flow. You can grow your business with confidence when you know the cash flow impact of every important business decision you make.

Another objective of this book is:

TO HELP YOU ELIMINATE 
YOUR CASH FLOW WORRIES

Your business will suffer when you get caught up in the negative cycle that begins at the point you start worrying about your cash flow. Your focus begins to shift away from doing what you do best—taking care of customers and making more money.

Questions start to fill your mind such as: “Which vendor are we going to delay payment on? Are we going to be able to make the payroll this week? What are we going to tell the bank? How long is this problem going to last? Is my business going to survive?”

At this point, your focus has shifted away from growing your business, and your energy and enthusiasm begin to wane. At best, this is a recipe for poor performance and mediocrity. At worst, it’s a recipe for failure. Yet no one goes into business with the intent to create a mediocre business or to fail.

There is a better way. This book will help you regain control of your business and free you to focus your time and effort on making more money each year.

TWO CRUCIAL QUESTIONS

The most important step you can take to eliminate your cash flow worries is to ask yourself two simple questions. These two questions are almost magical in the way they direct your focus to what is most important.

1.What is my cash balance right now?

2.What do I expect my cash balance to be six months from now?

If you can answer each of these questions with a specific number, then you have your cash flow (the lifeblood of your business) under control.

If you cannot answer these questions with a number, then you don’t have your cash flow under control. You are not properly managing the most precious asset your business owns.

What happens in your mind when you know that something important in your life and your business is not under control? Fear.

And what does fear create in your mind? Worry.

Fear is the root cause of worry. Eliminate fear and worry will be eliminated as well. Dale Carnegie, in his wonderful book How to Stop Worrying and Start Living, provides excellent advice about how to eliminate fear and worry.


1.Get the facts. Without the facts, all we can do is stew around in confusion.

2.Analyze the facts.

3.Arrive at a decision—then act on that decision.

—Dale Carnegie, How to Stop Worrying and Start Living


With cash flow, having the facts means knowing what your cash balance is right now and knowing what you expect it to be in the near future. When you can answer the two cash flow questions, you have all the facts you need to be in control. You’ll be amazed at how having the answers to these two questions will free you from doubt and worry.

Once you know what your cash balance is and what you expect it to be in six months, you can decide whether you like the answers or not.

If you like the answers, great. You then can put all your energy into your plan to make sure the revenue and expenses come in the way you want them to. You are free to focus your time and talents on what you do best—taking care of customers and making more money.

If you don’t like the answers, then it is time to create a plan to change the numbers. You have a six-month “heads up” that a problem is looming.

You have a window of opportunity to create a plan and put the plan into action.

CASH FLOW PROBLEMS DON’T “JUST HAPPEN”

I recently used the two questions mentioned previously with our family finances. I had decided to take some time away from my day-to-day business and devote my attention to researching a business idea that I had been considering. About mid-way into my research, I answered the two questions regarding our family finances.

I found that I didn’t like the answer to question #2. I looked at the number for what I expected our cash balance to be six months in the future and I didn’t like the result.

I took the time to think through what I wanted the cash balance to be. I then considered how I could make that goal a reality. Shortly after, I created a list of three action steps that would get me where I wanted to be in terms of that cash balance.

Over the next three months, I implemented the plan and achieved my objective. My cash balance became what I wanted it to be. That never would have happened if I had not answered question #2 six months before, decided I didn’t like the answer, and created a plan to change it.

Think about what the alternative would have been. If I had not seen the problem ahead of time, I would not have known it was a problem until it hit. And that’s a terrible time to figure out you have a cash flow problem.

Remember, cash flow problems don’t “just happen.” They can almost always be seen long before they occur. Your job is to figure out what you expect the cash balance to be six months from now—that way you’re in control.

THE PEACE OF MIND SCHEDULE

The key to answering question #2 is having the right tool. The standard financial statements were not intended to help you manage your cash flow.

The standard financial statements that all businesses use are not adequate for answering this question for several reasons. Financial statements are historical, meaning they’re always presenting what happened in the past. Compare them to the rearview mirror in your automobile. The rearview mirror is helpful when you need to see what is behind you. However, when you are driving down the highway, your focus needs to be on what’s in front of you. You need to have a good, clear view of what’s ahead of you in order to get where you are going safely. Looking in the rearview mirror for more than an occasional glance will soon cause you to crash into something in front of you.

We will talk more about the standard financial statements and why they are not the right tool for answering question #2 later in the book.

I created the Peace of Mind Schedule to give you the clear view you need. It’s easy to use, yet powerful in providing you insight into your financial future. Use this schedule every month. I would never attempt to run my business without it.

Part Three is dedicated to helping you put the Peace of Mind Schedule to work. You will be amazed at how this schedule will free you from worrying about your cash flow and help you take control of your business.

THE 10 CASH FLOW RULES YOU CAN’T AFFORD TO IGNORE

After 20 years of helping business owners understand their cash flow, I have created a set of 10 Cash Flow Rules that will help you take control of the lifeblood of your business—your CASH.

Each chapter is devoted to helping you learn and implement one or more of the 10 Cash Flow Rules. Put these rules to work in your business and you will always be able to answer the two critical cash flow questions.

No more wasted time worrying about what’s going on with your cash flow. Instead, you can focus your unique talents and abilities each day on ways to grow your business and make more and more money every year. And that’s a recipe for success and wealth creation.

I trust you will enjoy the book and use it to make your business even better and stronger than it is now.

I’m here to help you if you need it.

Send Me Your Questions

[image: Image]

If you have any questions, concerns, or comments, please feel free to send them to me at pcampbell@growandsucceed.com. I respond to all my e-mail personally and promptly.


PART ONE

IT’S ALL ABOUT THE CASH



Chapter 1

Is Your Cash Flow Under Control?

We must all suffer from one of two pains: the pain of discipline
or the pain of regret. The difference is discipline weighs
ounces while regret weighs tons.
—JIM ROHN, AUTHOR, MOTIVATIONAL SPEAKER

I conducted a cash flow survey to find out the degree to which business owners have their cash flow under control. The survey asked the two critical cash flow questions mentioned in the Introduction plus one additional question.

If you have not already taken the survey, please check it out now. It’s fast and easy to complete. Your answers to these questions will tell you whether or not you have your cash flow under control.

Go to www.neverrunoutofcash.com/freetools.htm to take the short Cash Flow Survey.

AND THE SURVEY SAYS . . .

The following is a summary of what the survey results looked like at the time of this writing (the web page listed above will also allow you to see the full survey results as they exist right now).

The results of the survey were quite interesting. Here is each question together with the responses.

1.Do You Know What Your Cash Balance is Right Now?

Yes75%

No25%

2.Where Is the Best Place to Find Out What Your Cash Balance Is Right Now?

The bank56%

My accounting system37%

Other7%

3.Do You Know What Your Cash Balance Is Expected to Be Six Months from Now?

Yes21%

No79%

The survey results show that the vast majority of people do not have their cash flow under control. This is the reason why many people feel out of control in their business. That’s the bad news.

Bill McGuiness, in his excellent book titled Cash Rules: Learn and Manage the 7 Cash-Flow Drivers for Your Company’s Success, says this:

“Ignorance of cash-flow dynamics kills more companies than fraud, fire, competition, technological obsolescence, or anything else.

There are few circumstances that can’t be handled and recovered from if key executives and managers have internalized a cash-flow mindset and integrated it into their management style.”

—Bill McGuiness, Cash Rules: Learn and Manage the
 7 Cash-Flow Drivers for Your Company’s Success


The good news is that by the time you finish this book, you will know exactly what to do so you can answer the cash flow questions correctly. This will put you back in control of your business.

Let’s look at each question in the survey and what it says about whether you have your cash flow under control or not.

•Survey question #1. Twenty-five percent of business owners said they do not know what their cash balance is right now. That’s a big percentage, considering how important cash is to your business. When you don’t know your cash balance, it basically means you are neglecting the books. You are not “doing today’s work today.”

The good news is this problem is easy to fix. Chapter 5 will show you what to do so you always know what your current cash balance is.

•Survey question #2. Fifty-six percent of business owners said the best place to find their cash balance is the bank—this answer means that some of the people who answered question #1 correctly (meaning they said they know what their cash balance is right now) mistakenly believe that the bank is where you get your cash balance.

The bank balance and the cash balance are two different amounts. Rarely will the two ever be the same. Don’t make the mistake of confusing the two. More importantly, don’t make the mistake of trying to manage your cash flow using the bank balance. It’s a prescription for failure. It’s also one reason why so many people are worried about their cash flow and never feel like they have it under control. You reconcile your bank balance. You don’t manage from it.

Chapter 6 will show you why you should never attempt to manage your cash from the bank balance. It includes an example that will prove to you why attempting to manage from the bank balance leads to mistakes, confusion, and frustration.

•Survey question #3. Seventy-nine percent of business owners said they do not know what they expect their cash balance to be six months from now. When you answer this question with “I don’t know,” then you are headed down a path that could lead to the failure of your business.

You absolutely, positively cannot run a business and not know what you expect your cash balance to be. Most of the important business decisions you have to make each day cannot be made intelligently without knowing what you expect your cash balance to be over the next six months.

Most decisions require an outlay of cash at a future date. It’s dangerous to make commitments when you are unsure whether you can meet them or not. In addition, you need to have a clear and precise goal for exactly what you want the cash balance to be in the future. That’s the only real and lasting measure of financial success in your business.

I created a schedule that makes it easy to know what your cash balance is expected to be over the next six months. The schedule is called the “Peace of Mind Schedule.” The Peace of Mind Schedule has made a huge impact on everyone who has used it.

The largest portion of this book is devoted to helping you answer that all-important question. When you answer it with a confident yes, then you will have put yourself in control of your business.

Your Action Plan

[image: image] Take the cash flow survey to see where you stand on the critical cash flow questions. Go to www.neverrunoutofcash.com/ freetools.htm to take the survey right now.

[image: image] Make the commitment to do what it takes to ensure that you can answer each question correctly. You owe it to yourself and to your business.

[image: image] Commit to learning and using the Peace of Mind Schedule. This schedule will transform the way you manage your business. You will look back at this commitment as an important turning point in the evolution of your business.

Send Me Your Questions

[image: Image]

If you have any questions, concerns, or comments, please feel free to send them to me at pcampbell@growandsucceed.com. I respond to all my e-mail personally and promptly.


Chapter 2

How You Can Benefit from Getting Your Cash Flow Under Control

We cannot become what we need to be by remaining what we are.
—MAX DE PREE, AUTHOR

The above quotation by Max De Pree is quite true. And the best way to move from where you are now to where you want to be is to get a clear picture in your mind of the benefits you will enjoy as you take control of your cash flow. This is the secret to achieving your goals. Create a clear mental picture of what success in this area will look like and what it will bring to you.

Here are some questions that will help you create that picture of success in your mind.

•How will you benefit from taking control of your cash flow?

•How are you going to use the time and energy you free up for yourself as you begin to eliminate your cash flow worries?

•Do you want the wonderful feeling of finally knowing your cash flow is under control?

•Do you want to eliminate the embarrassment that comes from being forced to dodge vendor and supplier calls about their unpaid invoices?

•Will you spend more time with your best customers?

•Will you spend more time creating and implementing marketing and advertising plans to generate more cash for your business?

The following lists some of the benefits I have personally experienced and seen other business owners experience as a result of taking control of their cash flow.

Benefits of Having Your Cash Flow Under Control

[image: image] Increasing the likelihood that your business is a success and that you never run out of cash.

[image: image] Eliminating the worry associated with not knowing what your cash balance is or what it is expected to be over the next six months. Knowing exactly where you are and where you are going to be, in terms of your cash balance, will instantly eliminate worry, stress, and wasted effort.

[image: image] Freeing yourself to focus on increasing your revenues and reducing costs. You’ll be amazed at what you can accomplish when you’re not worrying about what’s going on with your cash balance.

[image: image] Knowing you have accurate financial information to make business decisions. You dramatically increase the quality of your decisions when they are made based on your correct cash balance.

[image: image] Setting specific goals for what you want the cash balance to be is the first step to achieving what you want from your business. With your cash flow under control, you have the necessary information to set meaningful financial goals.

[image: image] Seeing cash flow problems before they happen. You have a much better chance of solving cash flow problems when you see them in advance. When you have a six-month “heads up” on the problem, you can map out a plan to fix it and put the plan in action. You have a window of opportunity to solve the problem.



Ask yourself this question again—“What are the benefits I will enjoy as I get my cash flow under control?” Take time now to put some serious thought into this question. Really see in your mind how you and your business will benefit from taking control of your cash flow. This exercise will help you connect the “what you want” with the “why you want it.” Get a clear, vivid picture in your mind. See yourself putting the principles in this book to work for you. Visualize your success. This is a powerful method for “locking in” on your target.

Take time now to write down the ways you will benefit from having your cash flow under control. Write down and focus on exactly how you will benefit from putting the principles in this book to work in your business.

Keep this list close by so you can refer to it as you read the remainder of the book.

THIS IS HOW I WILL BENEFIT FROM TAKING CONTROL OF MY
CASH FLOW

1.____________________________________________________________________________

____________________________________________________________________________

2.____________________________________________________________________________

____________________________________________________________________________

3.____________________________________________________________________________

____________________________________________________________________________

4.____________________________________________________________________________

____________________________________________________________________________


Chapter 3

The 10 Cash Flow Rules

It is a simple task to make things complex,
but a complex task to make them simple.
—MEYER’S LAW

I have always enjoyed searching out the principles and rules that create success in business. When I find a method or process that gets results, I like to “peel the onion” to identify the rule or principle behind the success. After 20 years of helping business owners understand their cash flow, I have created a set of 10 rules that will help you take control of the lifeblood of your business—your CASH.

These rules will transform the way you manage your business. You will see your business in a whole new light after you learn these principles and put them into action.

One of the best ways to communicate how helpful these 10 Cash Flow Rules will be for you is to share a wonderful story with you. The author of this story was asked to write a summary of her life. It had to fit on one page and be no more than five chapters long.

Here is how she described the story of her life:

AUTOBIOGRAPHY IN FIVE SHORT CHAPTERS


From the book “There Is a Hole in My Sidewalk”

By Portia Nelson

Chapter 1

I walk down the street.

There is a deep hole in the sidewalk.

I fall in.

I am lost . . . I am helpless.

It isn’t my fault.

It takes me forever to find a way out.

Chapter 2

I walk down the same street.

There is a deep hole in the sidewalk.

I pretend I don’t see it.

I fall in again.

I can’t believe I am in the same place

but it isn’t my fault.

It still takes a long time to get out.

Chapter 3

I walk down the same street.

There is a deep hole in the sidewalk.

I see it is there.

I still fall in . . . it’s a habit.

My eyes are open.

I know where I am.

It is my fault.

I get out immediately.

Chapter 4

I walk down the same street.

There is a deep hole in the sidewalk.

I walk around it.

Chapter 5

I walk down another street.



When you get that feeling that you are not sure what’s going on with your cash flow, then you have fallen into your own version of the hole in your sidewalk—the hole that bogs you down and prevents you from using your unique talents and abilities to grow your business and make more money.

The 10 Cash Flow Rules provide you the step-by-step proven process so you can move directly to Chapter 5 in your business life. It’s not necessary to keep falling into the same hole with your business. You can use these rules to save yourself an enormous amount of time and energy. Moving directly to Chapter 5 in your business life will simplify your work and make it easier for you to create the kind of business you have always dreamed of.

And if you ever do find yourself in the same hole again, use the 10 Cash Flow Rules to get yourself out. They will provide you the tools and inspiration you need to regain control of your cash flow and put yourself back in the driver’s seat. They will transform the way you manage your business from this point forward.

SUMMARY OF THE 10 CASH FLOW RULES

Each of the following chapters is devoted to helping you learn and implement one or more of the 10 Cash Flow Rules. We will discuss each rule and the step-by-step process for implementing each one.

Before we get to the detailed discussion of each rule, I have provided a brief summary of each one to acquaint you with the tips and strategies we will discuss in more depth throughout the remainder of the book.

1.Never Run Out of Cash

Running out of cash is the definition of failure in business. Make the commitment to do what it takes so it does not happen to you.

2.Cash Is King

It’s important to recognize that cash is what keeps your business alive. Manage it with the care and attention it deserves. It’s very unforgiving if you don’t. Remember, Cash Is King, because No Cash = No Business.

3.Know the Cash Balance Right Now

What is your cash balance right now? It’s absolutely critical that you know exactly what your cash balance is. Even the most intelligent and experienced person will fail if he or she is making business decisions using inaccurate or incomplete cash balances. That’s the reason business failures are not limited to amateurs or people new to the business world.

4.Do Today’s Work Today

The key to keeping an accurate cash balance in your accounting system is to do today’s work today. When you do this, you will have the numbers you need—when you need them.

5.Either You Do the Work or Have Someone Else Do It

Here is a simple rule to follow to make sure you have an accurate cash balance on your books. You do the work or have someone else do it. Those are the only two choices you have. The work must be done. It’s like mowing the lawn. You can’t just ignore it. Someone has to do it. That means either you do it or you have someone else do it.

6.Don’t Manage from the Bank Balance

The bank balance and the cash balance are two different animals. Rarely will the two ever be the same. Don’t make the mistake of confusing them. It’s futile (and frustrating) to attempt to manage your cash flow using the bank balance. It’s a prescription for failure. You reconcile your bank balance. You don’t manage from it.

7.Know What You Expect the Cash Balance to Be Six Months from Now

What do you expect your cash balance to be six months from now? This one question will transform the way you manage your business. This question really gets to the heart of whether you are managing your business or whether your business is managing you.

8.Cash Flow Problems Don’t “Just Happen”

You would be shocked and amazed at the number of businesses that fail because the owner did not see a cash flow problem in time to do something about it. The key is to always be able to answer the question—what do I expect my cash balance to be six months from now?

9.You Absolutely, Positively Must Have Cash Flow Projections

Cash flow projections are the key to making wise and profitable business decisions. They give you the answer to the all-important question from Rule #7. It’s impossible to run your business properly without them.

10.Eliminate Your Cash Flow Worries So You Are Free to Do What You Do Best—Take Care of Customers and Make More Money

This is the real key to your success in business. The reason you have to make sure you have the cash flow of your business under control is so you are free to focus all your time and talents where you can make the most difference in your business.

When you have your cash flow under control, you are free from worry, doubt, and concern. You have the cash flow information you need to make sure that everything you do each day in your business is clearly focused on making your business better. You have the information you need to measure your progress using the amount of cash you generate (and keep) for yourself and your business as your ultimate financial measurement.

LOOK AT THEM EVERY DAY

I have posted the Cash Flow Rules on my web site so you can print them easily. Go to www.neverrunoutofcash.com/freetools.htm and click on the link to get a printer friendly copy of the Cash Flow Rules.

In order to get the most out of these principles, print three copies of the Cash Flow Rules (p. 19). Put one copy on your desk, one copy on your office wall, and one copy on your bathroom mirror (seriously—we will be referring back to this tip a little later in the book).

Looking at this list each day will begin to reinforce these rules in your mind. Soon they will be an important part of your business.

Send Me Your Questions

[image: Image]

If you have any questions, concerns, or comments, please feel free to send them to me at pcampbell@growandsucceed.com. I respond to all my e-mail personally and promptly.

The 10 Cash Flow Rules

1.Never Run Out of Cash.

2.Cash Is King.

3.Know the Cash Balance Right Now.

4.Do Today’s Work Today.

5.Either You Do the Work or Have Someone Else Do It.

6.Don’t Manage from the Bank Balance.

7.Know What You Expect the Cash Balance to Be Six Months from Now.

8.Cash Flow Problems Can Be Seen in Advance.

9.You Absolutely, Positively Must Have Cash Flow Projections.

10.Eliminate Your Cash Flow Worries So You Are Free to Do What You Do Best—Grow Your Business and Make More Money.



Chapter 4

Cash Is King

Cash Is King, because No Cash = No Business.

One of the cold, hard realities of business is that if you ever run out of cash, your business is finished. All your hard work goes right down the drain. Your dreams and desires for creating an exciting and profitable business come crashing down. As one of my favorite authors, Brian Tracy, says: “This Is Not for You!”

The statistics on small business failures are alarming. Michael Gerber, author of The E-Myth: Why Most Small Businesses Don’t Work and What to Do About It, says this:

“Businesses start and fail in the United States at an increasingly staggering rate. Every year, over a million people in this country start a business of some sort. Statistics tell us that by the end of the first year at least 40 percent of them will be out of business.

Within five years, more than 80 percent of them will have failed.

And the rest of the bad news is, if you own a small business that has managed to survive for five years or more, don’t breathe a sigh of relief. Because more than 80 percent of the small businesses that survive the first five years fail in the second five.”

—Michael Gerber, The E-Myth Revisited


Wow! Those statistics are incredible—and scary. Just think: For every five businesses started, four of them will fail within five years. Only one of the five will be left standing.

Which category will you be in? And why does a business fail? There are a number of contributing factors; however, they can all be summed up like this:

THEY RAN OUT OF CASH

What I find fascinating about these statistics is what’s hidden beneath the data. Is running out of cash just one of those things a vast majority of businesses should expect?

Seth Godin and Paul Lim, authors of If You’re Clueless About Accounting and Finance and Want to Know More said this:

“At the very least, your company must ensure at all times it has enough cash in its accounts to meet short-term obligations as they come due.

After all, business can make the most innovative products and reduce expense through the most innovative management techniques.

But if it doesn’t have enough money to pay its bills, all these efforts will be for naught.”

—Seth Godin and Paul Lim, If You’re Clueless About
 Accounting and Finance and Want to Know More


Is every business destined to struggle to generate enough cash to pay all the bills and pay you a generous return? How many of these businesses were profitable but made the mistake of thinking profits were the same as cash?

Here is how the cycle usually works.

•Cash starts to get tight. When cash runs low, you get pulled into decisions such as: Which vendor are we going to delay payment on? How will we make the payroll? Are there any expenses we can cut immediately? What are we going to tell the bank?

•Worry sets in. Not being able to pay your bills on time is a terrible feeling. You feel like a failure. Your mind runs wild. You start thinking of all the bad things that might happen if your business collapses. It is scary and uncomfortable.

You are unsure about how long the cash flow problem may last. You don’t have a clear sense of whether it’s about to get better or it’s about to get worse. You don’t have a clear view of the extent or duration of the problem.

It’s like riding along on the freeway in a driving rainstorm and you discover that your windshield wipers won’t work. You cannot see the cars in front of you or behind you, so you slow down to a crawl. You’re just hoping and praying the rain stops before you end up in a terrible accident.

•Your focus has shifted. Now you are spending most of your time trying to put out the cash flow fire. You cannot focus on doing what you do best—taking care of customers and making more money. You are now the chief firefighter.

It is more difficult now to be out working with customers. It’s harder to coach and train your people. Even when you do get out there, your mind is still occupied with thoughts about the cash flow fire raging back at the office. The time you spend with your customers and your people is far less productive.

Calls about invoices and payments that would normally go to your bookkeeper or your accounting department are now going to you. Vendors are calling, angry and frustrated, because they are not getting paid on time, if at all. They want answers—from you.

The vendors are also questioning whether you will make it or not. They have seen other companies go down the same path. They have seen the failure cycle before. They start asking you what’s going on in your business: “Are you going to make it? When can you pay what you owe me?”

•Your business fails. When the cycle above sets in, it is very difficult to reverse. As it progresses, it picks up speed, diverts you away from what you do best, and eventually you crash into the proverbial brick wall (going really fast).

Your worst nightmare unfolds. The pain and suffering of failure becomes a day-to-day reality.

It doesn’t have to be that way. There is a solution. And it’s easier than you may think.

The 10 Cash Flow Rules

Rule #1
Never Run Out of Cash

Rule #2
 Cash Is King


Your Action Plan

[image: image] Never run out of cash.

[image: image] Resolve now that you will not be one of the 80 percent of businesses that fail in their first five years. Take control of your cash so you are free to focus your talents on growing your business and making more money.

[image: image] Recognize that cash is what keeps your business alive. Manage it with the care and attention it deserves. It is quite unforgiving if you don’t.

Send Me Your Questions

[image: Image]

If you have any questions, concerns, or comments, please feel free to send them to me at pcampbell@growandsucceed.com. I respond to all my e-mail personally and promptly.


PART TWO

KNOW THE CASH BALANCE



Chapter 5

What Is the Cash Balance Right Now?

It’s all about the CASH.

What is your cash balance right now?

It’s absolutely critical that you know what your current cash balance is. You should be able to put your hands on this number whenever you need it. By that I mean you should know your cash balance within two minutes of needing it. When you can do that, you have this component of your cash flow process under control.

KEEP AN ACCURATE CASH BALANCE

You have to have an accurate cash balance on your books in order to manage the business intelligently. The balance must be accurate to ensure you are making good financial decisions each day.

Business failures are not just confined to amateurs or people new to the business world. Even the most intelligent and experienced person will fail if he or she is making business decisions using inaccurate or incomplete cash balance information.

Decisions that might otherwise be brilliant become deadly when they are based on inaccurate data. For instance, if you go to the doctor and he or she makes an inaccurate diagnosis, the prescription or treatment you receive could be harmful—even fatal. The diagnosis must be accurate before the proper treatment can be prescribed.

In business, you have to have good numbers, and the most important number of all is the cash balance. You need to know exactly where you stand financially before making important business decisions.

Let’s look at what is required to maintain an accurate cash balance in your accounting system.

Cash Receipts. Enter the cash receipts shortly after the end of each day. As you receive money in the mail, from credit card sales, and so on, you need to record those transactions in the accounting system. Regardless of whether you made a deposit at the bank that day or not, you still need to post the deposits to your books. (Of course, holding deposits and not bringing them to the bank every day is a bad idea.)

The point here is that even if something happens to prevent the deposit from being physically taken to the bank, you still need to record the transaction in your accounting system. Date and record the transactions in the system on the day you receive the money.

Vendor Invoices. There are two important points I’d like to make here. First, enter invoices from your vendors promptly upon receiving them. Don’t let them sit around because you don’t intend to pay them right away. Get them in the system ASAP.

Second, pay your bills on or before the date they are due. Don’t buy into the belief that you are being smart with your money by delaying payment until after the due date. Develop a reputation with your vendors for paying them on time. The outstanding reputation you develop with your vendors is worth ten times more than any interest you may earn by paying your bills late.

Let’s go back to the point about entering vendor invoices quickly. One reason for getting the bills in the system quickly is that it gives you an accurate accounts payable balance in your accounting system.

Accounts payable is the dollar amount of bills that have not yet been paid. It’s money that is soon to be deducted from your cash balance. This number plays an important role in answering question #2. We will talk more about this question in Part Three.

I have seen many businesses that take way too long to get the invoices in the accounting system. Sometimes the delay is just procrastination. Sometimes it’s because the invoices are being routed to several people for approval to pay.

Your standard should be to have invoices entered in the system within a day or two of receiving the invoice. This will ensure your accounts payable are accurate and make it easier to get the bills paid on or before the due date.

Reconcile the cash balance. The cash balance needs to be reconciled to the bank balance each month. Every month you receive a bank statement from the bank. The statement shows the beginning bank balance, all the deposits, checks, and other transactions that have cleared the bank, and your ending bank balance.

Reconcile the cash balance to the bank balance promptly. This is not a task to be neglected. It’s the perfect way to verify that the cash balance on your books is accurate.

It’s also the way you verify that the bank has not made any mistakes with your account.

You have entrusted the bank with a precious asset—your cash. You have to make sure they are caring for your cash accurately. Reconciling the two balances each month is the way you do that.

My recommendation is to have the reconciliation complete within two to three days of receiving the statement from the bank. You will find any problems or errors quickly, which means you can correct them quickly.

DO TODAY’S WORK TODAY

The key to keeping an accurate cash balance in your accounting system is to do today’s work today. When you do, you will have the numbers you need when you need them. You will also be confident the balance is accurate.

Problems occur when you, or the person you have in charge of your books, violates this rule. The trouble begins when entering cash receipts is put off or entering invoices is delayed. “We don’t need to enter them today because we won’t be paying them for another week or two anyway.”

Perhaps you or your spouse has the job of keeping the books. You’re busy running the business, taking care of customers, and making the sale. “It’s a hassle. It’s not as important or as urgent as the hundreds of other responsibilities I have.”

So the “data entry” stacks up. It goes in the stack I call the “I know I need to do it, but I can’t do it right now” stack. Maybe it gets done once a month. Maybe it takes even longer than that.

To quote Brian Tracy again: “This Is Not for You!”

DOING THE “DISHES” EACH DAY

Compare your financial recordkeeping to doing the dishes at home. Do you (or someone in your family) do the dishes every day or do you let them pile up for days or weeks until you “get around to it”?

If you’ve gotten into the habit of putting off the accounting and data entry work, I’d like to suggest a test.

Try this test at home for one full week and see what happens. Here’s the test:

Stop doing the dishes.

Allow them to stack up for a full week. Save yourself the time and trouble of cleaning up after meals. After you enjoy a good meal, put the dishes in the sink or on the counter and move on to the other important things around the house. Just think how much free time you will create for yourself.

Life is good, right?

Well, maybe not. After the first day or so, a couple of thoughts start to go through your head. “I’m still going to have to do the dishes. When I do, there is going to be a huge stack and it’s going to take a long time. After a week, they are also going to be smelly and have old, hardened food all over them.”

You would be embarrassed when friends come over and see a dirty pile of dishes stacked up in your kitchen. Then after a week, isn’t it a much harder chore?

Ask yourself this question: Do most people do the dishes every day because they just love doing the dishes? Of course not. They do them each day because it’s one of those chores that can be overwhelming if neglected for too long. Doing the dishes every day is the practice of doing today’s work today. You do it because the alternative approach is a really bad idea.

When you take today’s work and save it until tomorrow, all you have done is piled it on to tomorrow’s work. You have procrastinated on the false assumption that it will somehow be easier tomorrow.

Doing today’s work today is the approach to use in your business. Specifically, make sure the books are kept current each day. This will ensure you have an accurate cash balance.

EITHER YOU DO THE WORK 
OR HAVE SOMEONE ELSE DO IT

Here is a simple rule to follow to make sure today’s work gets done today.

1. You do the work

or

2. You have someone else do the work

Those are the only two choices you have. Doing today’s work today is a more intelligent approach than piling today’s work on top of tomorrow’s work. The work must be done. Someone has to do it. That means either you do it or you have someone else do it.

Your job as a business owner or manager involves setting the performance standards, then seeing to it that the job gets done in accordance with the standards you set. You decide if you will be doing the work or if you will have someone else, such as a bookkeeper or accountant, do it. Even if you have a chief financial officer and a full finance and accounting department, the principle still applies. If you have someone else do it, communicate the performance standards, then make sure it gets done.

You must have an accurate cash balance.

The 10 Cash Flow Rules

Rule #3
 Know the Cash Balance Right Now

Rule #4
 Do Today’s Work Today

Rule #5
Either You Do the Work or Have Someone 
Else Do It


Your Action Plan

[image: image] Make a personal commitment that your books and your cash balance will be managed properly every day. You should be able to put your hands on the cash balance within two minutes of needing it.

[image: image] Make sure the cash balance is accurate. This is about “doing the dishes” every day.

[image: image] Do today’s work today.

[image: image] Determine whether you will be doing the work or whether someone else will. If it’s someone else, communicate clearly what you expect and when you expect it. Then see to it that the job is done in accordance with your standards.

Send Me Your Questions

[image: Image]

If you have any questions, concerns, or comments, please feel free to send them to me at pcampbell@growandsucceed.com. I respond to all my e-mail personally and promptly.
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