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Five Top tips: Weathering out the credit crunch storm

Source: www.futurebuilders-englamd.org 03.10.2008

The third sector is not immune to the recent instability in our financial markets.  Analyst reports predict the recession to officially begin by the end of this year in England and last until sometime in 2010 so organisations should be developing strategies for a two year time frame. Here are five tips to help weather the storm from Simi Shah, Advances Control Manager, at Futurebuilders.

1. Keep your eye on the prize

Your cost/income ratio is vital to staying afloat in these rough waters. Which of your income streams are profit-making? Are your income projections realistic? Do you have contingency plans for changes in projections – and if so, what can be done to create a buffer for the bad times ahead? 

2. Tighten your belt

Cost-cutting may now be a reality for those organisations with tight margins. Are there activities – including programs – that are unnecessarily draining the resources of your organisation? Revisit your business plan with a cautious eye and do the hard work of evaluating which expenses can be reduced or cut. Taking action now will ensure your survival later.

3. Make time for R and R

Refinancing and renegotiating contracts will be key tasks during this period. Do your contracts and related cost projections build in rising costs of inflation? Have you accounted for a full cost recovery? If you are up for refinancing with any of your commercial lenders, are you prepared for this process? Lenders and investors may be adjusting their terms and commissioners their requirements and you need to be ready to negotiate.

4. Show us the money

An in-depth assessment of your cash flow forecasts is critical when vendors and banks are being cautious and commissioners and tenants are also feeling the crunch. Do you have the cash to meet obligations in a timely manner? Does the payment schedule of future contracts coincide with your expenses? Are you comfortable with your reserve levels?

5. Think positively

There may be opportunities created for the third sector as a result of the credit crunch. There may be increased business for Third Sector Organisations working in the areas of education, employment placement and training. The pool of potential staff members has increased and may be talent-rich in financial skills for organisations looking to build capacity in that area. For those looking to acquire property assets, cheaper purchases may be available. And finally, the social value of your business can only increase in the current environment. Maintain a healthy balance: be cautious while keeping alert for new opportunities in this ever changing business landscape. 
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