
WHAT TO KNOW: 
SMALL BUSINESS BOOKKEEPING

Bookkeeping is the process of recording, organizing and reviewing a 
business’ finances. Bookkeeping prepares a business for tax season, allows 
owners to better understand their numbers, and positions the business to 
make strategic, data-driven decisions. 

Bookkeeping can be performed by a business owner or by a bookkeeper or 
accountant. It can be done on pen and paper, in Excel or Google Sheets, or 
preferably through a software like Quickbooks. 

BEST PRACTICES

SMALL BUSINESS 
FINANCES

Learning how to read a business tax return, read financial statements--
like a Profit and Loss statement or Balance Sheet--or use financial 
information to make business decisions is a learned skill. Taking small 
steps to learn more about business finances will empower you as a 
business owner and provide you the tools needed to increase the 
profitability of your business. 

TECHNOLOGY

A few business owners still do their accounting primarily on pen and 
paper. Many have a spreadsheet where they input their sales and 
expenses on a monthly basis. Even more utilize a software system to 
manage their bookkeeping. 

Discuss with your accountant what bookkeeping system is currently 
being used for your business. If a software tool is being used, gain 
access, and learn how to review monthly financial statements. 

MONTHLY 
BOOKKEEPING

Bookkeeping systems essentially take all of a business’ transactions 
from their bank accounts, credit cards, loan statements, etc. and 
compile them into a singular place. Reviewing monthly Profit and Loss 
statements allow you to see how much money is coming in, how much 
it costs to produce your good/service, and how much money is being 
spent. Comparing data month over month, allows a business owner to 
see the trends in their business and make better decisions. 



INCREASING 
PROFITS

At its core, there are really only three ways to increase the profits of a 
business. 
1. Increase total sales--the money coming in. 
2. Increase your gross profit margin--reducing the cost of producing 
your good or service. 
3. Reduce your expenses--Cut unnecessary expenses and waste. 

Reviewing accurate financial documents can help a business owner 
identify what areas of the business they need to focus on to increase 
profits and build a more sustainable business. 

POINT OF SALES 
SYSTEM VS. 

BOOKKEEPING 
SYSTEM

Your POS system records your sales, and sometimes helps to manage 
inventory. This is just a part of small business bookkeeping. It is 
important to track other financial information like expenses, debt 
amounts, and owner investments. 

OTHER

Business bookkeeping takes time and money. However, it prepares you 
for tax season, which can reduce your tax liabilities, and allows you to 
increase profitability of your business through a better understanding of 
your numbers. 

Many businesses owners simply hate to discuss, analyze, or manage their 
business finances. It can feel stressful and overwhelming; easier to pass off to 
an accountant and pay the taxes when they are due. This mindset leaves a lot 

of opportunity on the table. With a small amount of effort, business owners can 
learn how to use data to increase the profitability of their businesses and the 

quality of their lives. 

**Please review our attached glossary of commonly used small business financial terms. These two documents 

are a great way to kickstart a better relationship with your business’ numbers**
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