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Shaping your business for the less than certain times

James Pinchbeck

With interest rates rises, money market mayhem, cost of living and price increases, public sector wage pressure and
squeeze on consumer spending, businesses understandably face less than certain times. This is, though, against a
background shortages of labour, still relatively cheap money and in general terms businesses reporting good financial
returns Nervousness and uncertainty is probably heightened by a sense of ‘we have not experienced such conditions
before’. The situation we face is less than typical of a downturn in the economy or even recession. We seem to be
experiencing or facing something new whether it is economic re-alignment or a tweaking.

Historically extremes in economic conditions, more typical of the boom and bust economy have been easier to
understand and for action to be taken. The environment we operate to today is more difficult to comprehend and
therefore for us to decide what plan of attack or defence to take.

It may however be a worthwhile exercise to take time out of the busy day to look at your own business and to consider
some of the potential risks and issues you face. A review of strategy and business operations could help ensure you
remain on course and that you are best placed to cope with these, less than certain times.

Some of the key areas to consider include the following:

Cash is King

It is a good idea to review your working capital requirements, you may find that it needs to be increased on account of a
slow down or even less activity. This could involve tightening credit terms, reducing stock levels and negotiating better
terms with suppliers. It may, rather than taking cash out of the business, be also prudent to increase cash reserves so
that you can weather the storm.

A sale is a gift until it is paid for

One of the most obvious signs of economic slow down is an increase in late and non-payment. Adopting a firm and
stringent credit policy can help to safeguard many a business. It is amazing how many business still do not undertake
any form of credit check, debtor analysis and do not have or enforce terms of trade

Take an interest in finance

With recent interest rises it may not appear the best time to consider reviewing or switching finance, but there are still
some good deals out there. This is especially the case if you've not reviewed your external finance for a long period of
time. For those with long term overdrafts it might be worth switching it to a long term loan

Turnover is vanity and profit sanity

Chasing turnover is rarely good for business. Knowing which customers and what products or services give you the best
return are at the heart of any successful enterprise Compromising your profit margin can be a slippery slope,
safeguarding it can involve a tough stance, as well as the need to look at your own process and practices.
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If you can measure it you can manage it

Seat of the pants entrepreneurial may have its flair, but sound business
management is undoubtedly at the heart of many a sustainable enterprise.
Setting your own key performance indicators and the provision of timely
management accounts certainly can help keep you on track.

In essence the points covered are not rocket science and if anything should be at
the core of every good business. They do, however, provide for sound approach to
businesses that over recent years may have enjoyed easier times, being driven by
markets and customers.

These notes are for general guidance only. No liability is accepted by Streets for
actions taken in reliance upon these notes and it is essential that detailed advice
relating to the particular circumstances of the case in question should always be
obtained before action is taken.
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