
Financial Management

Lower Fixed Costs
 

Continuing the focus on financial management for small businesses, today’s column will 
deal with the understanding and potential lowering of fixed expenses. 
 

It's often easier for a small business owner to lower fixed expenses than variable 
expenses because suppliers are not likely to reduce costs without incentives such as 
quick payment or volume orders. That's why you may have a better shot at reducing 
fixed expenses such as rent, travel, utilities, insurance, accounting costs, legal, and 
travel.  I will select one of these types of fixed costs and give some suggestions for 
lowering expenses.  
 

The cost of insurance is a fixed cost. It is usually not increased when your sales increase, 
nor does it go down when your sales decrease. It is fixed. How can you save cost for this 
item?  The first way to save money on business insurance is simply to work with a 
professional who will help you figure out what coverage you need and offer you a 
competitive price. An agent or broker is paid commissions by the insurance company.  
Some of them are independent.  That is, they shop around among various companies to 
find the right coverage at the best price. Others work exclusively for one insurance 
company. 
 

Obviously agents or brokers who work with only one company will try to sell you that 
company's products, and their policy may or may not be the best coverage for your 
business or at the best price, but that is what they have available. An independent agent 
or broker is also paid by commission, but they have the opportunity to shop around to 
find you the right coverage for your business at the right price. 
 

So your first job is to find the right insurance professional that will be able to do the best 
job for your business. The process of finding the right insurance pro is a lot like finding 
the right accountant, lawyer, or other professional.  The best place to start is by asking 
for recommendations from others who do business in your field. Ideally, you want 
someone who will periodically provide you with information about new policies, give 
you quotes from other companies from time to time, and help you if you have to file a 
claim. 
 

Insurance pays for your risks.  So the next way to look at cost savings on insurance is to 
reduce your business risks. Risk management minimizes your insurance claims and 



brings your premiums down. Implement procedures to make sure that you aren't 
allowing high risk practices either in your physical location or in other practices like 
taking on risky employees, for example.  Many companies offer lower premiums or 
discounts to policyholders who take certain safety precautions. Find out from your 
insurer what you can do to lower your risk.  Installing smoke detectors or a security 
system are a couple of steps you can take that may get you a lower-priced policy. 
 

Another potential is to find out if a client's insurance will cover your business. In some 
business fields, your clients may have to provide the insurance. That can save you policy 
dollars. 
 

Consider prioritizing your greatest risks. Once you've dealt with required coverage, 
spend your money where you need it the most. If you face a serious risk of a loss that 
could wipe you out, put your insurance dollars there first. 
 

Be careful that you don't duplicate coverage. Carefully review your homeowner's or 
renter's insurance policy, for example. If you have only a few relatively inexpensive 
pieces of business equipment, your existing property coverage may be adequate. Or, you 
may be able to purchase an inexpensive endorsement to increase your coverage.  Home-
based businesses that have few business-related visitors can often get a relatively 
inexpensive liability endorsement. You can also add an endorsement to increase 
coverage for business equipment. 
 

Lastly, consider insurance through an association. If you belong to a trade organization, 
professional group, or other business association, you may be eligible for special rates 
on certain types of insurance. Sometimes these are good values, but be careful that they 
cover what you need to have covered.
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