
The Cure for the Small Businesses Blues
 

Here’s a good question from a small business owner.  We were visiting at a BNI meeting last week and 
she told me that she was “having severe cash flow issues right now and my business is not “on track” 
with my projections, what should I do?”  She wants to stay within her budget and reach her estimated 
earnings, but what's the best strategy? She has been in business for over a year.  Things went great to 
start out, but now her cash flow is really hurting.  What should she do?

 

Well, at the end of the day, she has only two options, really: spend less money or make more money.  
Within each of those strategies, of course, you have lots of options. But which one will get her to the 
financial goals sooner? Let's take a look at both approaches.  This week, I will share some thoughts 
about the first option of cutting costs.  Next week I will deal with the other option of boosting sales.

 

So, first let’s look at what and how to cut costs…or even should she?  Maybe this problem should be 
solved with more sales….but that’s next week.

Wasting money is a sin in the small-business world. We're fighting for survival. You've heard the 
statistics: many studies report that only half of the small businesses started will last five years. You 
want to give your small businesses every chance to be in that surviving 50 percent.

But money waste still happens. You miss the leaks. You're too busy. You don't have time, or so you 
think, to check on all the little ways you could be saving money. So you don't. You lose money because 
of lack of knowledge (spending hundreds on software when we could have used a free version), 
misunderstanding (not clarifying terms of a vendor contract) or failure to try new or different 
approaches (migrating to the cloud, using VoIP instead of standard phone service).

One of my favorite business bloggers is Annie Mueller who is a freelance writer based in St. Louis. She 
covers small business topics with a focus on lean/zero budget startups, business blogging, and simple 
(sane) ways business can use social media without selling their souls to Facebook. Her work can be 
seen online at Investopedia's Financial Edge blog, Young Entrepreneur, Wise Bread, Organic Authority, 
Modern Mom, and her own site.  On this topic she suggests that cutting costs involves three important 
steps which I share with you below.

1.      Plugging the leaks. This first step is all about finding the ways your business is losing money. If 
you're paying late fees due to disorganization, paying a higher interest rate because you didn't shop 
around, or otherwise seeing money flow out with no return, you've got a leaking ship on your hands. 
Plug those leaks and you'll sail faster and further.

2.      Trimming the fat. The second step is about finding better ways, smarter ways, money-saving 
ways to do what you're already doing. Review the way each department is run and ask if there is a 
better and cheaper way to keep things going. Ask employees for ideas and input. Offer rewards. 

3.      Maintaining the savings. Track the money you save; don't let it get absorbed into operations 
without accountability. Review your business regularly for leaks or new ways to save money. And 
communicate with employees, especially with the leadership in each department.

 



If you're looking for a quick way to get from red to black, you can't beat some slashing of expenditures. 
But cutting costs is not a strategy that will work by itself to build a business long-term. As your 
business grows, your expenses will grow, too. If you care only about cutting costs, you'll resist 
spending when you most need it to support a growing business. For that, you'll need to implement your 
next strategy: boosting sales.  Join me next week in this column.
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