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4 Winning Cost Cutting Strategies 
By Donna Marie Thompson, PhD on huffingtonpost.com, 11/1/13 - When is a good time to start cutting costs? This post explores four cost-cutting strategies that are being deployed by companies all around the world, small businesses, and your competitors. As a small business owner you can follow their lead to boost your profits as well. There is no one-size-fits-all approach. But one of the key themes in this research is to not wait until the ship is sinking before plugging your profit leaks.

1. Cost-cutting Strategy: Expense Category
This is the most common method small business owners use to cut their excess costs. It's simple, the information is generally readily available, and the cost-cutting options are easily found. Common areas for expense category cuts are: space, telecom, vehicles, utilities, and printing; they might be different in your business. The analysis begins with your current expenses and a view toward a more suitable level for those expenses. Take a look at your tax return or a recent profit and loss statement. Expenses cut across products, services, customers, and locations. There are lots of quick wins available with this powerful cost-cutting strategy. In which business expense categories have your costs grown beyond expectations? Perhaps a look at your year-over-year or seasonal trends might signal that an expense category analysis could be worthwhile in your business now.

2. Cost-cutting Strategy: Product
The second strategy focuses your cost-cutting attention on a specific product or division. In this approach, all related expenses are on the table for consideration. The European company BASF recently underwent a major analysis to reduce fixed costs at its specialty chemicals business even as sales and profits increased in other areas. A small business owner could explore: purchasing, materials, design, production, and delivery, among other areas tied to a product.

Any and every cost related to this product is under review. In this strategy, there's a strong possibility that inter-related expenses can be found. For example, a change in materials could lead to a change in design options and production methods. Be advised that these changes can move in both directions; one way increases quality while another could measurably reduce quality.

Are all of your products delivering their fair share to your bottom line? If it has been a while since you have done a product profitability analysis, now is a good time to see if more of your attention is warranted.

3. Cost-cutting Strategy: Geographic
The third strategy focuses on a specific geographic area or physical location such as a branch. Generally, an income statement for the city (multiple stores) where the business is operating or a specific store location can be easily compiled. In this case all the numbers are used to evaluate whether the location is pulling its weight in terms of contributing to the required minimum profit margin and overheads. Electrolux decided to close its factory for refrigerators and freezers in Australia to concentrate its production in Thailand.

If you have multiple locations it's time to run a geographic income statement to consolidate all the profits and expenses associated with that location. This analysis needs to be a bit more strategic because physical distribution expenses to some profitable locations will be greatly affected if some nearby locations are closed. So take a holistic look at this cost-cutting strategy before taking any action. But it is definitely worth a look.

As much as we small business owners don't like to admit it, some customers are simply not worth it. If you've encountered some bad customer behavior in your past you know exactly what I mean. These are the customers that make excessive demands, whose expectations simply cannot be met while you deliver your offerings at a reasonable profit. I'm not referring to a one-off incident. Time and time again these customers squeeze out extra services, extra benefits, rework, special treatment, late nights, expedited delivery and a whole host of other cost building activities without a commensurate increase in price. You don't need to take drastic action, but knowing what has happened in the past and your options going forward is very powerful. If you're not sure whether you're making money on each and every customer, perform a customer profitability analysis on a few of them. You'll know where to start. Look at the revenues and go beyond the numbers to include the associated services, time, and money required to service them and see if you are really generating your target profit margins on each customer in question. Look at your fixed costs to check on contribution. And you'll find it's time to treat your high-profit customers just a little better too.

No matter how profitable your small business is there are ways for you to cut excess costs and to boost profits to your bottom line. Excess costs exist in 99% of small businesses. Select one of these four areas to begin your own cost-cutting exercise in your business right away and let me know what you discover. More at:  http://www.huffingtonpost.com/donna-marie-thompson/4-winning-cost-cutting-st_b_4182296.html

Morgan Stanley Predicts Weak Holiday Sales
Posted on the Society of Manufacturing Engineers Daily Executive Briefing, 11/1/13 - 
The Los Angeles Times (11/1, Hsu) reports that Morgan Stanley warned of a “decidedly dour” holiday sales season. The Times says that retailers hoping for a rally from a “year of so-so shopping can instead expect the worst Thanksgiving-to-Christmas sales since 2008, the financial services firm said Thursday.” The report cited low consumer confidence, a dampening effect of the government shutdown, and the fact that the “window for holiday shopping is six days shorter than it was last year.” 

SB Financing is Available - Just Not Where You're Looking
Posted by Ty Kiisel on forbes.com, 9/24/13 - Last week I read an interesting piece Charles Green published on the Coleman Report referencing Pepperdine University’s quarterly Private Capital Access Index for the second quarter of 2013. The report suggests and Green points out that where many small business owners are looking for capital isn’t where they’re finding it. This is very consistent with what we observe at Lendio. Although where small businesses are looking for financing isn’t much of a surprise, where they’re finding the money they need might be. Where are they looking?
59% are looking at the bank
57.2% turn to business credit cards
49.9% access their personal credit cards
48.4% sought out a personal loan
44.2% went to friends and family

It shouldn’t be a surprise that most small business owners still feel like the local bank is the first stop they should make when looking for a loan. In fact, 63% of the survey respondents answered the most likely source of financing would be the bank. However, it doesn’t take too many rejections before they turn to other sources like their credit cards or a personal loan—or simply stop looking for financing all together.
You might be interested to know that the successes survey respondents were having fell out in the opposite order when compared to where they were looking:
71% found success with friends and family
58% used their personal credit cards
57% used trade credit
54% used business credit cards
27% found success at the bank

With a few exceptions . . . far too many banks (in my opinion) are moving upstream to bigger businesses and hopefully bigger profits, leaving the small businesses you and I identify with out in the cold. Unfortunately, most small business owners, 63%, pin their hopes on a system that is leaving them behind.

Nevertheless, I don’t believe the needs of most Main Street businesses are met by equity funding or the same machine that funds big business—or even the bigger small businesses funded with the Small Business Administration’s (SBA) 7(a) loan program. I do believe the biggest job creator in the country (small Main Street businesses) deserve more than lip service from the financial industry and maybe even the SBA.

I’m a big fan of making more capital available to Main Street. And, in some instances, a dismal 27% of the time, business owners are able to find the funding they need from the local bank. The rest of the time, business owners are either turning to alternative funding sources or have abandoned their search for financing all together. I think the Pepperdine report brings into focus the disparity between many small business owners’ expectations, the banking industry’s claims, and the reality of small business lending.
Granted, alternative financing is more expensive than a traditional loan at the bank. Even though those costs are coming down, non-bank financing still comes at a premium. However many small business owners, when given the choice, will choose expensive financing to no financing. 

I’m not suggesting that alternative financing is the man on the white horse that will save small business—I don’t believe there is such a thing—but I am suggesting that used wisely, and with discretion, alternative financing is a valuable resource for short-term infusions of capital to fuel growth or help a business owner over a cash flow bump.

Illinois Innovation Index Report
Open the link below to learn about business relocations affecting Illinois.
http://www.illinoisinnovation.com/innovation-index/business-relocations-highlight-strengths-key-illinois-clusters-2013-quarter-3-report/

Program Success of the Week –  The Sweet Spot
The second time around really is going to be The Sweet Spot for Josette Sanders. She re-opened her retro-candy shop in August, which now includes hot food items and most importantly; the perfect location.

Ms. Sanders said it was difficult to sustain the candy portion of the business at the original location so she sought the assistance of the Illinois Small Business Development Center at Danville Area Community College.  Already the owner of a local day care, Ms. Sanders was struggling to keep up with the demands of both businesses.  “I didn’t want to close it, but I had to make an executive decision,” she said of The Sweet Spot. 

She rented out a local park concession stand that summer to sell off product left from the store. The rest of the year she spent contemplating re-opening the candy shop, but this time doing things differently.  “It’s rough to lose that money you’ve put it into something,” she said. “It took courage to try again.” She obtained a $7,000 Illinois Ventures for Community Action loan using the original business plan developed with the help Carol Nichols, Director of the ILSBDC @ DACC as well as assistance from the local Community Action Agency. The new shop has four employees.

The Sweet Spot reopened in August and Ms. Sanders is encouraged by the steady business on Danville’s East side. The new location is key; “It’s prime,” Ms. Sanders said. Sitting across from a major town park, school and boys and Boys & Girls Club helps generate foot traffic.

The Sweet Spot sells a large assortment of penny candy including retro-candy from the 1960s and 1970s. Over 250 types of candy are available including Chick-o-sticks, Lemonheads, Boston Baked Beans, Tootsie Frooties. Food items include Italian Beef, Chicago-style hot dogs, taco salad, tacos, Maxwell Street Polish Sausage, Wright’s ice cream, slushies and Sno-Kones.

Sanders advised new business owners that even if they’ve hired employees to be sure they’re willing to do all aspects of the work themselves, because ultimately the owner is the one who is responsible. She also encourages patience. “They have to look at all the odds,” Sanders said. “But you have to give the business a chance to grow and profit. It’s not going to happen overnight.”
Learn more at http://www.th3sw33tspot.com/  or call 217/516-8777.

Resource of the Week – SnagAJob.com
Posted on wsj.com - For employers with high turnover and hourly workers, such as cashiers, SnagAJob.com, of Richmond, Va., narrows the search with questions such as whether an applicant can stand for long periods. Many of the listings are tailored to the restaurant, retail, hospitality, health-care and trucking industries. Costs start at $169 per month, but volume discounts are offered. The company says it has seen about a 55% rise in small-business users in the past year. 

[bookmark: _GoBack]WebCATS Update – Scorecard Deletion
We would like to delete old scorecards that are no longer used to simplify the choices.  Please look at all the scorecard choices under “Generate Scorecard” on the left toolbar in WebCATS.  If you created a scorecard you no longer use please contact Tom Becker to delete it.  Reach Tom at 217/498-7781 or tom.becker@illinois.gov.

What's New On CenterConnect 
On CenterConnect, for your review, you will find the latest SBA Illinois District Lender Performance Report. The report covers the twelve month period covering FFY2013, October 1, 2013 through September 30, 2013.  

Moves and News  
Affordable Care Act 101 Webinars – Additional Dates
With new health insurance marketplaces now open, the Small Business Administration and Small Business Majority are excited to announce the next set of Affordable Care Act 101 weekly webinar dates. Each week, small business owners can learn the basics of the Affordable Care Act and how they can enroll in small business health insurance marketplaces. Other topics discussed include insurance reforms, the small business health care tax credit, and employer shared responsibility provisions.  SBA representatives help small business owners understand the facts of the Affordable Care Act so they can make informed decisions about providing health insurance for their employees.

The Affordable Care Act 101 takes place every Thursday at 2 PM ET. Below are the registration links for upcoming presentations. 

·        Thursday, November 14 at 2:00 PM ET: Click to Register
·        Thursday, November 21 at 2:00 PM ET: Click to Register
·        Thursday, December  5 at 2:00 PM ET: Click to Register
·        Thursday, December 12 at 2:00 PM ET: Click to Register
·        Thursday, December 19 at 2:00 PM ET: Click to Register

For more information on how the new health care law affects small businesses, check out www.businessusa.gov/healthcare. 

$0 Fees on SBA Express Loans for Veterans
The U.S Small Business Administration (SBA) today announced new measures to help get small business loans into the hands of veterans by setting the borrower upfront fee to zero for all veteran loans authorized under the SBA Express program up to $350,000.  This initiative will start on January 1 and continue through the end of the fiscal year.

For more information about these and other SBA programs, visit the SBA website at www.sba.gov, or contact your local SBA field office.  You can find contact information for your local SBA office at http://www.sba.gov/localresources/index.html. 

America’s SBDC Network Connection
Below you will find the latest issue of America’s SBDC Network Connection Weekly Newsletter. 
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NASE Tax Talk
By. NASE
Get instant expert answers to your tax questions at NASE Tax Talk, your online resource for tax advice. Receive a discount on your membership when you enter SBDC2013.
  
Learn more... 
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	Click here to choose from a large variety of high-quality America's SBDC gear!
  
Contact: Barbara Rolfes at Barbara.Rolfes@landsend.com or 608.935.8123



	Let's Connect!
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Mark Your Calendar
 Click on the links below to learn more about each event.
 
 
2013 Defense Energy Summit
Nov. 11-13th, 2013 
 
APTAC Conference
Nov. 11-12th, 2013
 
The Seventh International Conference on Environmental Science and Technology
June 9 -13, 2014
 
U.S. Chamber America's Small Biz Summit - Dream Big Award
June 11-13,2014
 
Go Global Seminars
Ongoing 
 
AES Compliance Seminar and AESPcLink Training 
Click here for more events. 
 
Small Business Lending Industry Events
Ongoing 
 
Dept. of Energy Small Business Summits
Ongoing 
 
2014 America's SBDC Annual Conference
Sept. 9-12th, 2014
 

	



	 
News You Can Use  
 
Braddock's The World Is Your Market: Exporting Made Easier for Small Businesses
 
AARP & SBA Webinars
 
America's SBDC International Trade Group
 
2013 SBA Accreditation Contract Update
  
SBA Advisory Board Report 
 
National Impact Survey
 
The Conference Webpage
 
QuickBooks' Training Licenses
Contact Brett Thibodeau for info on how to access a 2012 license. Need Technical Assistance? Call QuickBooks Licensing Help Desk at (888) 246-8848
 
Updating Center Info 
Simply click here to take a look. If you need to make a change contact your state's lead center office. Email Kate Harvey  for more info. 



	Join the America's SBDC Members Group

	
This exclusive group boasts over 300 SBDC counselors and directors who post, share and discuss a variety of small business and industry topics every day.

Please note: This is for members of the America's SBDC only. 
 
Join the discussion now.



	 Quick Links

	Website
 
SBDC Members Only
  
SBDC Career Opportunities
 
Sponsors
 
SBDCNet



	The Network Connection is distributed to ALL subscribing members of the nationwide network of  the America's SBDC (ASBDC).  If you are a member of the SBDC network and would like to subscribe to the Network Connection, please  email or call us (703)764-9850.






			America's SBDC Network Connection



	Recently in the America's SBDC Blog...   
Click here to take a look. Subscribe today! Feel free to share articles, just link it back to our page.
1. Great Marketing That Makes Money
1. HOW TO: Five Free Ways to Get Your Business in the News
1. Insuring Your Success



	SBDCs in the News
America's SBDC is collecting stories of the SBDC's in the news. If you have news to share, please email us. 
1. Columbus State Community College SBDC has Abundant Educational Resources for Small Businesses
1. Iowa Professor Develops Word Game
1. Ex-Im Bank Partners With Iowa SBDCs, Multiplies Access to Export Financing
1. Banking Expert to Assist SBDC Clients
1. UTSA SBDC Procurement Assistance Center Hosts Nov. 19 Veterans Symposium
1. SBAs lending programs prove increasingly valuable during economic recovery
1. SBA focuses on veterans this week
1. Landrieu Announces New SBDC Satellite Office in Vidalia


[bookmark: LETTER.BLOCK66]
	The 2014 Call for Papers is Here!
We are now accepting workshop proposals for the 2014 America's SBDC Annual Conference. The deadline for Workshop Proposal submissions is January 15, 2014.
  
Visit the Conference webpage for more information.
  


[bookmark: LETTER.BLOCK65]
	Introducing the America's SBDC Virtual Tradeshow                             
[image: Description: http://ih.constantcontact.com/fs183/1101380815442/img/919.jpg]
Maybe you didn't make it to the annual conference in Orlando this September. Or maybe you did but you didn't get enough time on the Exhibit floor. In any case, the America's SBDC Tradeshow is now at your fingerprints! Introducing the new Virtual Tradeshow found on the
                                     America's SBDC website.
 
-Meet your Sponsors & Exhibitors
-See their booth
-Make contact
-Get their handouts, access to their promotions and more!
 



	2013 Defense Energy Summit - Discount for SBDCs and Clients!                          
The Defense Energy Summit convenes and converges the entire defense-energy ecosystem, focusing on the needs and solutions of energy providers, project finance sources, early and growth stage companies, defense contractors, military installations and purchasing agents. In addition, join the stakeholders and working groups building the foundation for a new Defense Energy Center of Excellence. The summit's focus will center on this proposed initiative and how to accelerate clean energy and infrastructure solutions for the DOD.

The leaders from the Department of Defense and the Executive Office of the President have already confirmed their participation as keynote speakers at the event:

* Ms. Sharon Burke, Assistant Secretary of Defense for Operational Energy Plans and Programs, U.S. Department of Defense
* Mr. Jonathan Powers, Federal Environmental Executive, The White House
      
When: November 11-13, 2014
Where: Austin, TX       
DISCOUNT CODE:13TSU10 (10% off for SBDC Counselors & Clients)
    
LEARN MORE



	MN SBDC Client Makes Top 20 in Intuit's "Small Business Big Game" Contest

As an employee of the UMD Center for Economic Development and working on Northeast Small Business Development Center projects most of my clients don't make national news, but this one did. 
Being an Intuit Pro Advisor and QuickBooks instructor for many years I receive all the Intuit newsletters. I looked at the announcement for a chance to win a super bowl commercial and thought about my clients. Locally Laid Egg Company was on my radar. I had been working with Jason Amundsen on some projections to put together a financing deal to purchase a farm for expansion of Locally Laid.  
 
They seemed to be the right fit for a super bowl commercial. They have a sustainable venture, a great cause and a quality product plus the marketing was just a little bit quirky. What a great foundation for a super bowl ad!
 
I called Jason and sent him the link to the contest. Lucie (Jason's wife) the marketing guru took it from there and submitted the entry that has now made it to the top twenty of the Intuit contest.  
 
As of October 28 Locally Laid is in the top twenty contestants for a Super Bowl ad. Read more here.
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	Financial Analysis for SBA 7(A) Loans Over $350,000 Under SOP 50 10 5(F) 
With the release of SOP 50 10 5(F) by the U.S. Small Administration ("SBA"), which is to become effective on January 1, 2014, the SBA has provided lenders with new guidance on the underwriting analysis required when a lender is considering a 7(a) loan to a small business applicant.  Cash flow continues to be the key factor to be analyzed by the lender, as that is the primary source of repayment for the proposed loan.  The SOP specifically states if the applicant "lacks reasonable assurance of repayment in a timely manner from the cash flow of the business, the loan request must be declined, regardless of the collateral available or outside sources of cash."  While these concepts remain consistent, SBA has added several new specific standards and requirements that lenders must address in their financial analysis for loans of $350,000. 
 
Going forward, in analyzing the repayment ability of the applicant, the lender must obtain historical financial statements and tax returns (if an existing business) and detailed projections.  The analysis of these documents must support the following assumptions, which are listed, and in some cases further detailed) on pages 163-164 of the revised SOP:
 
1. Analysis of historical cash flow should demonstrate total debt service coverage after the SBA loan;
1. Define operating case flow (OCF) as earnings before interest, taxes, depreciation and amortization (EBITDA);
1. Analysis must document additions and subtractions to cash flow;
1. Debt service (DS) is defined as required principal and interest payments on all business debt inclusive of new SBA loan proceeds.  The small business, applicant's debt service coverage ratio (OCF/DS) must be 1.15 to 1 or greater on a historical and/or projected basis;
1. Spread of pro-forma Business Balance Sheet (current business balance sheet + changes in assets and liabilities as a result of the loan, other debt, any required equity injection, and use of proceeds);
1. Ratio calculations (cased on the pro-forma Balance Sheet and historical and projected Income Statements) for the following financial ration benchmarks:  Current Ration, Debt/Tangible Net Worth, Debt Service Coverage, and other rations the lender considers significant for the business/industry (e.g. inventory turnover, receivables turnover, and payables turnovers, etc.);
1. Analysis of working capital adequacy to support projected sales growth in the next 12 months.
 
Item 4 of the above assumptions represents the first time that the SBA has ever stated a specific required minimum debt service coverage ratio for 7a loans.  However, due to the use inclusion of "and/or" in the language, it is unclear how this requirement is to be implemented.  When is "and" applicable, and when is "or" applicable?  Obviously, a projected basis only can be used when dealing with a startup.  The complication arises when the applicant is an established business.  Is the loan eligible if the debt service coverage ratio on historical basis meets the SBA required ratio, but isn't met on a projected basis?  What if it is not met on a historical basis, but is met on a projected basis?  At this time, the answer is unknown.  It is hoped that the SBA will provide further clarification on this issue before the January 1, 2014 effective date.



	National Rebrand Adoption Map
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Based on use of America's SBDC logo on front page of State SBDCs websites. Updated 10/16/13.



	SBDC Career Opportunities 
1. October 30, 2013 - Helena, Montana. Regional Director, Northwest Montana SBDC.  
1. October 28, 2013 - Boone/Hickory, North Carolina. Regional Service Center Director, Appalachian State University SBTDC.  
1. October 22, 2013 - Jacksonville, Florida. Coordinator, Research Programs and Services (Small Business/Procurement Consultant). For details, click here and search for position #520190.    
1. October 22, 2013 - Live Oak, Florida. Coordinator, Research Programs and Services (Small Business/Agribusiness Consultant). For details, click here and search for position #520210.

  Click here to visit the Career Opportunities page.




	






	




	






=====================================================================================================================
The WEEKLY CONNECTION is distributed by the Illinois SBDC and DCEO Office of Entrepreneurship, Innovation & Technology each Monday
to members of the DCEO Illinois SBDC Network to provide these service delivery partners with regular updates on small business issues, 
opportunities and resources.  If you have information you would like to share with the Network please e-mail to Tom.Becker@illinois.gov.
Please feel free to forward this update to other interested resource providers and key stakeholders
=====================================================================================================================
Accredited Member - America's Small Business Development Centers (ASBDC)
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