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16 : RECESSION

GET THE INFORMATION YOU NEED TOMANAGE CASH EFFECTIVELY
Althoughweareno longer in recession, theeconomyremains
decidedlyweak.Availabilityoffinanceispatchyandcompanies
(andthereforeFDs)must,aboveall,befocusedoncash.Asever,
the FD needs a tight grip on all aspects of the business and a
realistic plan. Somanagement informationmust be available
on demand and focused on the key drivers, and the business
must have a flexible and robust model to enable it to under-
stand the impact of decisions. Most importantly, all decision
makers must be working from the same set of numbers and
musthaveboughtintotheplan.

HOW TO SURVIVE THE RECOVERY
ASTHEECONOMYSTARTSONTHEROADTORECOVERY,THEBUSINESSCOMMUNITY INTHEUKCONTINUESTOFACEAVARIETYOFUNEXPECTEDCHALLENGES.
WHATSHOULDFDSOFSMESBEFOCUSEDON?WHATARETHESKILLSANDTOOLSTHEYNEEDTOMEETTHOSECHALLENGESSUCCESSFULLY?RICHARD
SIMPSONSUGGESTSASEVEN-POINTPLANFORHOLDINGTHINGSTOGETHERASTHEDOWNTURNENDS.

ADAPT THEMODEL TO THE SHIFTING ENVIRONMENT
Therearealwaysopportunitiesoutthereandonceyou’resureof
short-termsurvival,youcanstart lookingforandgraspingthem.
They will include opportunities to reduce costs, grab market
shareanddevelopnewproductoffers.Thebusinesslandscapeis
changed by recessions. Competitors disappear, new business
modelsemerge.Theoldwaysofdoingthingswillnolongercutit.
So you need to be creative and opportunistic, and encourage
your colleagues to be the same. And you need to be looking
outwards.Makesureyouaretrackingactivityofyourkeyclients,
suppliersandcompetitors.Beonthelook-outforopportunities.

MAKE SURE FUNDS ARE IN
PLACE FOR GROWTH
History suggests that more
companies go out of busi-
ness in the months after a
recession than during the
recession itself. Working
capital needs will increase
sharplyasdemandpicksup
and many businesses will
nothaveaccess to the funds
theyneed.TheFDshouldbe
using his or her robust and
flexible forecastingmodel to
understandtheneedsof the
company in a range of
scenarios, and approaching
funders to ensure that cash
willbeavailable ifandwhen
needed. Get in early: you
don’twant tobenegotiating
desperately for additional
funds at the eleventh hour.
Makesure thatyouexamine
all the options: asset-based
lending, the Enterprise
Finance Guarantee, state-
backed growth funds, angel
investors, private equity (to
namebuta few)areallopen
forbusiness.

TAKE EVERY OPPORTUNITY TO CHANGE THE LANDSCAPE
SotheFDmustbe thinkingabout thebusinessmodel,beready
to challenge the orthodoxy and slay sacred cows. Can you use
technology to cut costs?Will theCloudor Software as aService
(SaaS) work for you? Suppliers should be challenged too: take
opportunities to renegotiate contracts so that they achieve the
optimalbalanceofprice,payment terms,qualityand flexibility.
Andwhatappliestoupstreamrelationshipsappliesdownstream
aswell.Analyseyourpricinganddeviseapricingpolicy(orrevisit
the policy if you already have one).Make sure you understand
where you are making money and why, and aim to move
towardsvaluepricing.

BE PERSUASIVE ASWELL AS ANALYTICAL
ThedownturnhasplayedtotheclassicstrengthsoftheFD:analyticalskillsandcold,rationaljudg-
ment.Recovery,andexploitingtheopportunitiesthatgowithit,willrequiredifferenttraits,partic-
ularlycreativityandtheabilitytopersuade.Nowisthetimetostartworkingonthoseskills,perhaps
by using a mentor. When everyone knows that cash is tight, it is easy to win arguments about
cuttingexpenditure.Towinargumentsaboutwhichopportunitiesdeserveinvestmentandwhich
don’t, theFDneedsexcellent influencingskills.Presentation–bothwrittenandverbal–becomes
vital.Workonyourpersonalstyleandonthe look, feelandcontentof thereportsyouissue. Itwill
betimewellspent.

PROTECT YOUR KEY RESOURCES
With the right information and realistic expectations, the
company can then cut its cloth according to its means and
successfully manage its way out of the downturn and into
recovery.Thingswill getbetter and,when theydo, companies
will looktotheirstafftodrivegrowth.Lookingafterstaff is justas
importantwhen times are bad aswhen times are good.Good
peopleunderstand thatpay, benefits andsoonare likely tobe
squeezed when demand is weak. Honesty and openness –
aboutbadnewsaswellasgood–willhelptomaintainandbuild
trust and confidence,making itmore likely that theywill stick
aroundwhenthingsgetbetter.

PROTECT YOURSELF
Alldirectors(butespeciallyFDs)mustbefamiliarwiththeir legalresponsibilities tocreditors,and
the risks (which include fines anddisqualification) of failing to put creditors’ interests first if the
company is in danger of insolvency. It is vitally important for boards to be honest and realistic
about future prospects, and not to allow their company to drift into unlawful trading. A board
concernedabout theatriskof insolvencyshouldtakeadvice fromaninsolvencypractitionerand
minuteregulardiscussionsaboutthecompany’sability tomeet itsobligations.

RichardSimpsonischiefoperatingofficeratFDSolutions
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