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This is the first in a series of articles entitled Know Thy Numbers: The Eleventh Commandment.  I admit 

that calling this the eleventh commandment does slightly exaggerate the importance of knowing the 

numbers associated with your business, but it is only a slight exaggeration. 

The importance of knowing and understanding your numbers is not restricted to large businesses.  In 

fact, it may even more critical to small, mid-size and startup companies than it is to larger companies 

since smaller companies frequently lack the resources necessary to survive and correct poor decisions 

caused by inaccurate or unavailable information.  Having access to, and understanding, your numbers 

does not require expensive systems and large IT and financial departments.  It does however require 

proper system design by an experienced professional and the expertise of a seasoned financial 

professional to properly manage the system to ensure its integrity and the accuracy of the information it 

provides, and to properly interpret and explain the information to the remainder of the management 

team. 

First, let me explain the term “system”.  Most people believe that a system is limited to a set of 

software, or possibly software and the hardware on which it runs.  My definition of system is much 

more encompassing.  My definition of system is “the software, hardware, implementation design, and 

the related training, documentation, policies and procedures, continuing education and enforcement 

procedures that work together to ensure the timely and accurate recording of transactions and the 

accurate and timely availability of associated actionable information allowing management to make 

informed business decisions.” 

There are numerous reasons why business owners should demand accurate and timely information.  

The most obvious reason is for the preparation of tax returns.  While I will admit that it is important that 

we file accurate tax returns, and need accurate financial information to do so, this is not the most 

important reason for accurate and timely financial information. 

”If you cannot measure it, you cannot improve it.”1  This is the most important reason that you should 

demand accurate and timely financial information.  While this concept appears simple and obvious, the 

implications of these nine words are neither simple nor are they obvious.    We all know that what we do 

not know can indeed hurt us, but there is something worse and more damaging that not knowing 

something that proves to be important.  Knowing something that happens to be incorrect can be much 

more damaging.  Timely and accurate financial information is critical to improving the financial 

performance of any company, and such information is critical for making sound business decisions. 



Accurate and timely information is not enough to ensure sound business decisions however.  The 

information must also be actionable.  By this, I mean that the information has to be of sufficient detail to 

allow the user to answer the key questions of why and why not.  The level of detail must allow the users 

of the information to find those few precious facts that identify business problems and opportunities for 

improvement that can significantly contribute to the company’s bottom line.  This concept has profound 

implications on system and report design, and will also be explored in this series of articles. 

Timely, accurate and actionable information is also a critical tool for improving efficiencies within your 

company and increasing the value of your company.  In addition, as will be presented in another series 

of articles, inaccurate and/or unsupportable internal financial statements are among the most frequent 

problems encountered in the process of selling a company, and such financial system faults can 

significantly reduce the market value of a company. 

There are other reasons for which businesses need timely, accurate and actionable financial 

information.  Such reasons, which will also be covered in this series of articles, include, but are not 

limited to: 

 Budgeting; 

 Business planning; 

 Obtaining credit; 

 Cash management and cash-flow projections; 

 Determining capital needs and obtaining capital; 

 Profitability by product, product line, location, etc.; 

 Establishing management and employee incentive plans; 

 Cost reduction planning; and 

 Optimizing product and/or service mixes 

I trust that you will find this series of articles to be informative, helpful, and, at times, mildly amusing.  

Enjoy!   

 

1 Lord Kelvin 


