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The B Word

Happy New Year!  How wonderful…a brand new year lays at your feet.  What are you going to do with it?  

Take a look back at last year.  Compare where you were then with where you are now.  Check your progress.  Are you happy with it?  

Another year gone by.  Sigh.  It’s scary how fast it went.  

Are you better off than you were last year?  Are your relationships more rewarding?  Is your bank account bigger?  

“You may delay but time will not.”  Benjamin Franklin

You are too old to waste time.  You have an opportunity to create the life you want starting this year, right now.  It’s time for the “B” word.  “B” stands for goal setting.  “B” stands for planning.  “B” stands for…BUDGET.  

And it’s time for you to get over your “B” word problem.  You know you are supposed to put a budget together, right?  Have you?  Have you lined up this upcoming year in numbers and dollars?  Have courage.  I’ll help you.  I have struggled with this.  I learned how to budget only because I HAD to.  And so do you.  If you don’t set goals and measure your progress, your business won’t get any better.  It will get worse!  Yikes!  Together, we can get through it.  Here are some tips for putting together your business budget for this new year…and beyond. 

Getting Started…

· Start…by stopping.  Stop whining about budgeting.  Stop claiming you can’t do it.  Stop claiming you don’t get it.  Budgeting is your best guess at what you can do for sales and expenses for a future period of time.  That’s all.  

· Don’t worry about doing it just right.  You can’t do it 100% right, meaning you will never guess exactly what you will have in sales and expenses.  You can’t do it wrong.  Any swing at doing a budget is a positive move.   

· Realize your power.  You are incredibly powerful, so much more so than you realize.  Writing your goals, crafting your budget, actually sets your goals into motion.  You have everything to gain and nothing to lose by budgeting.  So, let’s go!  
Tools to use…

· Your accounting program probably has a budgeting program in it.  Use it.  It will do the math for you.  

· Do you provide different types of services?  Create a budget for each entity.  Use the departments feature in your accounting program.  

· Columnar pads are your friends.  You know those green tinted sheets with the rows and columns inked in already?  There is nothing wrong with using a pencil and paper to work out your budget.  
· I included a spreadsheet with a nifty Budgeting program called the Baby Budget.  It’s a super simple program to help you Budget and play with a selling price strategy for your services.  Nice!  You can edit it and customize it for you.  
· Print out your Income Statement (aka Profit and Loss or P&L) from the last two years.  If you don’t have them, find your income tax returns.  Your tax preparer created an income statement for your tax return.  You can also have your check book register handy.  
Basic Budgeting Steps…

· Create a reasonable chart of accounts.  The chart of accounts should reflect YOUR business.  Your accountant may encourage you to use THEIR chart of accounts.  Doing so makes it easier for him to do your taxes.  He should accommodate you and your business by helping you create a chart of accounts that is plumbing-business specific.  I’ve attached a sample chart of accounts for you to use.  Show it to your accountant and customize it to reflect the action at YOUR company.  
· Simple budgeting involves goal setting for sales and expenses (costs.)  Start with account number 4-1000 and work through the rest of the expenses.  Of course you can add other expenses.  This is just a starting point.  More sophisticated budgeting involves the balance sheet items…assets, liabilities and equity (accounts 1-1000 through 3-9000.)  If you are new to budgeting, start with sales and expenses.  Address the other items with your accountant after you have done that.  
· Find a Budget Buddy.  Doing your budget with someone else is a GREAT idea.  Two sets of eyes will catch more math errors.  Two brains will help you think out your assumptions.  And, making an appointment with another person to work on the budget will discipline YOU to keep that appointment.  Budgeting is easy to blow off because it’s not an urgent activity.  Who should be your Budget Buddy?  Another business owner is good.  You can also work with one of your employees on the budget.  Don’t be afraid to share your financial information with a key employee.  Their financial literacy makes them more valuable to your organization.  

· There are two ways to approach the sales line of your budget.  

1. Set a sales goal… and work from there.

2. Fill in all your projected costs, and then see how much sales will have to be to cover costs and leave your desired profit.  

Either way is OK.  If you start with the sales line, and there is not enough on the top to cover all the expenses you anticipate, you can go up to the top line and change your budgeted sales to make it work.  Remember…the Budget is pretend.  It’s a guess.  You can move the numbers around.  
· Work your way down the list of costs and make your best guess.  Reference your income statement, tax returns and check register to see how much you have spent on expenses in the past.
· You can fill in the budget for the whole year, or month by month.  Month by month is a more usable format when it comes to checking actual performance to budgeted numbers.  
· The budget is just goal setting.  It doesn’t need to be bound by strict accounting rules.  You can budget for expenses you haven’t incurred yet.  For instance, if you want to set aside money for buying a new truck, you can budget for it first…and then buy once you have the money saved.  
· Keep a Budgeting Log.  You are going to pull some of your budgeted numbers from thin air.  Write down notes to yourself as you come up with the numbers for your budget.  When you refer to your budget in the months to come, you may forget your assumptions.  Write them down in your Budgeting Log.  
· John Young, venture capitalist and marketing maverick, helps me put my budget together for Benjamin Franklin Plumbing.  He gave me this great piece of advice:  Don’t put down budgeted numbers that you KNOW won’t happen.  For instance, if you KNOW that your insurance costs are going to go up this year, don’t put down the same dollar amount as you paid last year.  If you don’t know the increase amount yet, find out…or put in an increased number from last year.  But don’t put in the same number…because you KNOW that won’t be it.  

Use it or lose it…

· Don’t bury your budget in a drawer once you consider it “done.”  A budget is a viable goal setting…and getting…tool.  Each month, compare your actual performance to your budgeted performance.  Even better, check MID month.  Check your progress on the 15th of the month.  If you are behind in sales, take action to crank up sales…and to cinch down expenses.  If you don’t refer to your budget until after the month is over, you may miss the opportunity to salvage a month.  

Need more help?
· I wrote a nice little book on budgeting called “How Much Should I Charge?”  It takes you step by step through the process of creating a budget and a corresponding selling price.  Find it on the Buy Stuff page at www.barebonesbiz.com 
Final push…

Once upon a time, I taught skiing at Park City Ski Area.  A client signed up to take a week’s worth of ski lessons with me.  As an instructor, a week of lessons is a big money maker.  Still, I had to turn him down.  

I told him, “Listen, you are only going to be here for a week.  If you take lessons every day, you’ll miss the chance to just SKI.  You need to learn a bit, and then go practice.  Have fun.  Make some mistakes.  Try things out on your own.  If you only take lessons, you’ll miss the point:  YOU want to SKI.”   We settled on a few lessons with some free time in between.  

So…go forth and budget.  You know more than you think you do.  Don’t avoid budgeting because you are not sure that you know how.  This stuff isn’t that hard.  If you aren’t super comfortable with it, you will avoid it.  Or, claim you don’t “get” it.  But you get it enough to give it a swing.  This column has enough information for you to get started.  Put together a budget for this year.  Check your progress against it each week.  And have some fun out there on the steep slopes of business.  
This year, let the “B” stand for BIG BUCKS!  
For more help…visit www.barebonesbiz.com or call 877.629.7647

We make making money EASY at Bare Bones Biz!
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