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Stand Up to an Economic Downturn With Good Financial Practices

As millions have found out in the past 18 months, broad economic slowdowns can indeed affect small businesses, including those in relatively stable industries or geographic locations.  The reasons are simple: individuals tend to cut back on discretionary spending while corporations curb routine activities, delay major purchases, and shelve new initiatives.  

For many small businesses with limited resources, these and other factors often combine to pressure bottom lines past the breaking point, creating a domino effect of other dilemmas such as a credit crunch or layoffs.  

These situations impacted many small businesses going through the current economic turbulence and those that have weathered the storm know that a downturn doesn’t have to spell disaster for a small business.  Good financial management practices helped them weather even the worst of economic times, and they now stand ready to capitalize on new opportunities which will inevitably come.

So, to get prepared (or stay prepared) for the chaotic economic times, now is a good time to put into place the smart practices for survival:

* Begin with the basics.  Even when times are terrific, no small business can survive without good record keeping, budgeting, cash flow monitoring, and credit management.

* Consult your bank.  Lenders can tap their experience in economic cycles to advise you on issues specific to your business and industry.  Depending on your projected long-term expenses, consider arranging a line of credit in case a cash flow gap occurs.

* Be on good terms with your creditors.  Falling behind on payments is never the answer, even if it’s “just this once.”  Creditors will be more amenable to renegotiating terms with small businesses they consider to be conscientious and reliable.

* Watch your receivables.  By the same token, you need to stay on top of any outstanding debts to your company, particularly problem accounts.  Be firm, but also willing to negotiate where appropriate.  

* Scrutinize your spending.  Rather than arbitrarily slashing your budget, strive to spend only on those things that have a justifiable positive effect on your business.  That will make it easier to redirect money to areas that enhance business performance. 

* Step up your review of financials.  Assessing your reports weekly or biweekly rather than monthly will put you in a better position to make informed decisions.  Similarly, a monthly or quarterly review of your business plan enables you to adjust your strategy and direction to changing market conditions. 

* Keep marketing in the mix.  Look for cost-effective ways to keep your company visible to current customers and potential new markets.  They may be ready to restart their spending long before the headlines proclaim an end to the economic crisis.

For more help in coping with an uncertain economy, contact SCORE “Counselors to America's Small Business.”  SCORE is a nationwide nonprofit association of more than 10,000 experienced business people who provide free, confidential business counseling to small business owners. 

The Sandhills Chapter of SCORE is active in counseling, mentoring and presenting free business seminars.  If you wish to speak to SCORE counselors about your business, please register as a client by entering your information at www.edmisscore.org/0364 and one of our counselors will contact you.  

In addition to counseling by appointment, the Sandhills chapter of SCORE has drop-in service for those who have registered on www.edmisscore.org/0364  from 10am to noon Tuesdays and Fridays at the Moore County Chamber of Commerce building on Hwy 15/501 in Southern Pines.  The phone number is 910-692-3936. 

More information on SCORE’s counseling activity and a complete description of each seminar can be found at the Sandhills SCORE website, www.sandhillsscore.org.

On behalf of everyone in the SCORE organization, best wishes for a happy and prosperous New Year!
