10 Things Small Businesses Can Do During a Financial Crisis 

By: Catherine Gaughen, Executive Director

Times are tough right now. The stock market keeps dropping, banks are closing or being bought out, houses are in foreclosure as mortgage rates continue to skyrocket, gas prices continue to fluctuate, unemployment is on the rise, and American citizens are holding their collective breaths as the economy seems to be spiraling out of control. If you have invested in stocks or have any sort of retirement plan, chances are you are having a heart attack every time you open your portfolio. My advice is simple: Just don't look at it right now. History shows us that when things go down, they always go back up….  maybe not tomorrow or next month, but hopefully soon. 

But even though times are tough, life still goes on. So, as a small business, what are you supposed to do during this time of financial crisis? Here are some thoughts:

1. Hold on tight. Breathe. Keep calm and be positive. The economy is constantly going through ebbs and flows - so while things may look bleak today, things will be better tomorrow. This may sound cliché, but it is true.

2. More importantly, hold on to your cash and manage your cash flow. With many banks in a state of flux, credits are tightening everywhere. To get any type of credit, you need more equity, assets, collateral and down payment. Keep a close eye on your cash flow and preserve your cash. As the failed giant companies have shown, liquidity is important and if you run out of cash, then you'll be in trouble. Managing your cash flow is key. For example: 

· Apart from reducing costs, you need to optimize incoming cash and plan outgoing expenses.  

· Small businesses must manage credit control. It is not just about debt collection but efficient recovery: Look at your best customers and consider offering them discounts for early settlement. Review your worst payers and consider ceasing business with them or applying onerous surcharges for late settlement. Plan the timing of incomings and outgoings so that cash is balanced as closely as possible.  

· Review lines of credit. It may be difficult to obtain additional credit at favorable rates but the more you can show you are exercising restraint and managing your business well, the more likely you are to receive a favorable decision.  

· Obtain help and advice from your accountant in planning for cash flow.

3. Improve your balance sheet. Decrease your receivables and go aggressively to collect on those non-payers. You aren’t losing a customer if that client isn’t paying for your products or services. Assess your inventory and plan how to turn them into cash if you cannot sell them. If you will need financing, consider alternative sources of financing instead of just commercial credit.

4. Reduce your fixed costs. Now is the time to review your expenses and cut on unnecessary spending. Find deals everywhere -- barter, negotiate, ask for a discount and don't pay for the full price. Run as lean as you can:

· If you have the option to lease, lease instead of buying. You need to have cash now. Negotiate new terms for property leases, offering longer terms at a reduced rate. 

· Reduce costs by doing many tasks electronically. For instance: Move routine communications to email or instant messaging; Bank online for both payments and receipts; Bill electronically.

· At an operational level, scrutinize every expense or overhead line item, looking for areas of waste or opportunities to lower cost. 

· Consider allowing staff to telecommute to reduce office costs.

· Reduce the amount of energy you consume by reviewing the times of day when air conditioning is used and switching to low energy lighting. 

· Reduce printed material and associated postage and take advantage of new technologies and electronic communications.

· Consider the frequency of janitorial services. Does the office really need cleaning every night? Might staff at least partially fulfill that service? 

· Renegotiate bank service charges. Moving to electronic funds collection and disbursement should reduce costs. Right now, your bank will be more concerned with keeping your business and will be disposed to talking about fees. 

· Review all forms of advertising and consider alternative and creative methods of communicating your message. 

· Eliminate all un-necessary travel and ensure that travel costs are optimized. Work with travel agents to find the best business deals.

5. Increase your business volume by keeping a close eye on opportunities in this market. In an economic downturn it's an entirely different world, but it doesn't mean that there are no opportunities out there. There are always ways you can increase your business:

· Bundle services more attractively so that customers will want to do more business with you but without incurring cost.

· Are there lines of business that you could shut down, substituting for others that are more profitable? 

· Maximize the potential of your best lines of business.

6. Take note how this downturn is affecting your customers -- and determine what can you provide them. You may have some products that you can repackage or market differently to suit the current market conditions. Be creative and think outside the box. Ask your customers what you can do for them – you might be surprised at the simple suggestions they can offer you.

7. Review your business model. Is the market for your existing products shrinking? Or are there products that may be needed when the market starts to rebound? Revisit your business plan and take this time to reassess the direction of your business.

8. Market, market and market your business. Now is the time to pump up the marketing. Use guerrilla-marketing techniques to save on your resources and grow at a fraction of the cost. Find ways you can advertise your business without going bankrupt yourself. Find co-branding partners. And yes, market to your existing customers by giving top quality service so they can spread the word about your business.

9. Develop multiple streams of revenue. Like stock portfolios, diversification can help you weather downturns in the economy. Determine if there are opportunities to earn from referrals, advertising, product sales, leads for traditional follow-up, and information. If you have a retail store, think of what else can you sell in your store that customers would want.

10. Start preparing for the turnaround. Keep an eye for the future. Things will be better, and when it does, you need to think how you can take advantage of the better economic environment. You need to be prepared NOW when the market is still depressed. If you wait to take advantage of the opportunities when the market is already starting to recover, you will be left behind.

Times may be tough, but success is not impossible. Businesses must remain optimistic. The dark economic clouds may be gathering, but they will pass in time, at which point your business will be economically healthy, stable, and ready to take advantage of the next economic upswing.  

The Cerritos Regional Chamber of Commerce is committed to helping local businesses grow and succeed. The Chamber will continue to monitor the impact of the economy and other important issues affecting the business community. To receive additional information on legislation affecting the business community, please attend the Chamber’s monthly Government Affairs Council meetings or contact the Chamber’s Executive Director, Catherine Gaughen, at 562/467-0800 or catherine@cerritos.org.

