ihe Bureau of Economic
Analysis has finally said
“the R word.” But if you're
like most business owners
. you've already felt it more

today
surely than any of those folks looking
at numbers from 50,000 feet. You
know vour business is aftected, or
soon will be, by the slowdown in
spending and profits in nearly every
sector of the economy.

So what do you do? How can
vou minimize the impact on your
business?

[ firmly believe that good information
and strong leadership based on that
information will enable vou to make
the best financial decisions over the
next vear or two. the amount of time
it will likely take for the economy to
come back strong enough to restore
confidence in the minds of our
customers. In the meantime, you can
just hunker down or you can protect and
prepare. Say what?

Protect. You need to make sure to
keep your powder dry and not lose
critical strength during the next vear,
when we’ll see businesses all around
us falling apart. Some of them will
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never get up again. Others will take
vears to get back to where they were
only last year. It's important that you

not become a casualty of this economy.

Prepare. At the same time, you
need to prepare for the recovery
and try to take advantage of
your ability to withstand the
dual assaults of slow paying
customers and aggressive
collection by suppliers and
creditors. You will want to
look for opportunities to get a
head start on the recovery and
to gain potentially significant
advantages over competitors
in your market. Your degree of
success will be based on insighttful
analysis and prudent investment.

The keys to those twin strategies are
sohid financial information and smart
decisions based on that information.
Here are my nominations tor the 4
pieces of financial information you
must have at your fingertips every
month from now on, followed by 2
tips for allocating scarce resources
during the next critical 12 months.
And before you say “'I knew that”
ask yourself if you in fact have it in
your office today. Here they are:
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1. Your minimum cost of doing
business — vour fixed monthly
operating expense. What is your
LODO (Lights On, Doors Open as
one client called it)? This includes
all your permanent staff, whether in
production or administration. This
is the amount of cash that you must
have available to open the doors if,
for example, you didn’t collect any

receivables or make any sales this
month. Action: Plan to have at least
3 months of this amount available
as approved credit lines or (less
desirably) cash in the bank.

2. Contribution Profit on each major
item you sell or service you provide.
After considering all the variable costs
you incur and the prices you charge.
how much money does each sale really
bring you — not across the company
but individually for every significant
offering? If you're really on top of
your game you also know this number
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