


Levers to Influence 
Business Results 



• Identify the structure of financial 
statements 

• Identify the levers that drive 
financial results 

• Connect to cash flow 
• Relate key concepts to their 

financial impact 
 
 

 
 
 
 



Distribution Center     Stock Room    Store 

Suppliers 
Real property     Equipment 

Cash 

COGS Labor 

Overhead 

Depreciation 

Customers 

Loans 

Taxes 

Working Capital = Current Assets – Current Liabilities 



Sales 

Costs 

Assets 



  Year 0 Year 1 

Sales   60    60 

    29    31 

Gross Profit   31    29 

  Staff 11    12   

  Overhead 5    6   

  EBITDA   15    11 

Depreciation   3  2   

Operating Profit     
12 

    
9 

Interest 6    6   

Taxes 2    1   

Net Profit   4      2 

Flat sales 
Increased shrink 
Higher costs = 
Lower EBITDA 

Net profit 
reduced by 50%  



  Year 0 Year 1 Improvements 

Sales   60    60    62 
    29    31    31 
Gross Profit   31    29    31 
  Staff 11    12    12   
  Overhead 5    6    6   
  EBITDA   15    11    13 
Depreciation   3  2    2   
Operating Profit     

12 
    

9 
   11 

Interest 6    6    2   
Taxes 2         1          3   
Net Profit   4    2            6 

Improved ordering leads to less inventory that can drive shrink 
Forecasting to demand lowers working capital 
Lower working capital reduces debt and interest 
Net profit increases 3-fold 







Does your inventory system 
• Ordering 
• Forecasting 
• Shrink 
Remind you of “The Temple of 
Doom”? 



The secret to inventory management is 
Getting it “just right” 



Fixed Cost 
Variable Cost 
 

Increasing velocity of cash cycle 
Covers fixed costs faster and more  
Profit drops to the bottom line 
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