Managing the credit squeeze

Money

Cash flow should be the first thing you think about every morning

Monitor your overdraft and loan/credit card arrangements, consider how they can be managed better

Extend repayment periods/consolidate/manage interest rates/cost of capital

Push your supply base hard and work your credit lines

Be prepared to offload dormant assets to generate cash, irrespective of profit/loss/ swallow your pride!

Make sure you have a regular rolling cash flow model and you become accurate at forecasting

Be prepared to sweat assets at the expense of margin, replace lost margin with volume

Don’t throw good money after bad

Look for opportunities for cut price acquisitions

If you have unused credit facilities, now is the time to buy!!

Test your banking relationship, identify targets under financial stress and acquire assets at knock down prices, expect to work hard for finance to secure these deals

Focus on Balance sheet strengths, resilience of capital flows and cash generative abilities.

Sales

Listen to your customers 

Encourage feedback and improve service levels

Follow through 

Extend your customer base, if you harness yourself to one major customer who defaults, you will not recover

Costs

Cut the right costs

Avoid slash and burn mentality, it is easy to cut costs but this is at the expense of supporting your Sales Strategy

Increase spend in the appropriate areas/ Marketing/Promotions

Review margins where appropriate

Information

Strengthen your reporting lines and speed them up, you do not want to make key executive decisions on duff information

Conditioning

Avoid substance abuse

Avoid doom and gloom merchants

Surround yourself with positivity

If there is spare employee time, train them to increase their skill base

Remain Ethical and true to yourself

Know when to exit

A dead Duck is a dead duck

Strategic  thinking

Review where the business is going and get ready to take advantage of the upturn

Understand and Manage the business risks

A Final Thought taken from an Accenture report which you can find on the web
http://www.accenture.com/Global/Research_and_Insights/Outlook/By_Alphabet/WhatRight.htm
reproduced in part here but read the whole piece if you have time.

‘Both the winners and losers of the last recession shopped for bargain assets, reduced costs and delayed or eliminated some spending. But while these are important and prudent tactics during a recession, these actions did not spell the difference between good and poor performance.

What does appear to be a driver is openness to innovative perspectives on existing knowledge, tools and relationships. Our research and analysis shows that winning companies took some actions not taken by others. These decisive actions strengthened a company’s strategic position

· Set priorities based on detailed knowledge of how the company creates value. Companies did not just cut costs—they cut the right costs. They diverted resources to activities that actually created value. How did these companies make the right calls?

Unlike most executives, the leaders and everyone else in their companies knew explicitly how their companies made money.² They knew how their products and services stacked up against those of the competition, why customers preferred doing business with them and exactly what they had to do to turn a profit. This kind of knowledge at all levels meant that recommendations and decisions about budgets were made with a clear understanding about the potential impact.

· Leveraged unique information systems. The high performing companies invested in information systems, such as computer-based modeling, designed to give them the ability to manage and gain insight about their key value drivers. More importantly, they used the output. The poorly performing companies did not have the same responsive systems.

· Collaborated with customers to improve value propositions. The winners of the last recession reached out to customers to better understand their challenges. Gathering this information allowed the companies to create new products and services that were uniquely suited to the pressures customers were facing during the downturn.

· Priced for profitability. Winners worked themselves into an advantaged cost position during good times, and then used their pricing flexibility to pick up market share in a downturn.

However, in the downturn, winning companies walked away from bad business and losers did not. The companies that performed poorly accepted unprofitable sales in an attempt to hold onto market share. ‘
