43 Beanworks
e

How to Cut Costs &
Keep Your Business
Running During a Crisis

Mt Putra s the Vice President of Finence t Neiw Market Funds, a communfty-

e
ot Matt has
s decade worth of experience i finsnoe, operations, snd technology

tips on

cost cutting during & crsis.

A month before the 2000 merke crash, online bookseller Amazon.cor sold

8672 million in convertible bonds, giving itself the cushion it needed to pass
Jefl Bezos’ biographer, rad Stone,

the company came to going bankrupt by seying, “The deal was completed just
amonth before the crash o the stack markel, after which it became

exceedingly diffcult for any company to raise money. Without that sushion,
‘Amazon would almost cortainly have faced the prospoct of insolvency over
the next year:” According to reports, the CEO is now on track to become the.
2026. Had t st month or two
before, the fate of s & commerce aient probably viould hiave been very
difieren.
downturns and, with the advice of experts ke Mat, find our way forward nto.

the future.

Recession, research, & recovery

Businesses auffer during a recession mainly because demand and revenue.
decrease, while uncertainty about the future incresses. “Roaring Out of
Recession; a Harvard Business Revisw artcle, ressarched 1950, 1990, and
2000 Hound that 7% of the 4700 pubi i
studied went bankrupt,private, or were accuired. What was shocking? 9% of

companies didrit simply recover in he hree years after the recassion - they
flourished, outperformed competiors i sales and profit. What did these firms
do, and how did they do 17 The solurion i in a lo of what Matt cxplaing
about cost cutting messures.

Amix of defense & offense

 anct Gt costs that e maybe non essential

Mait says, “You donft wan o pan
forthres months but would become pretty impactful i a sixmonth time
wincdows Thes essarch affns this too. Firns that cut costs laster and deegper

outpacing
't mean busing

b, Bt his do & should make bold investmants. Mait

amix of defensive and offorsive stategics. Rescarch has shown that
companies that focus on operational eficiencr, developing new merkets, and
enlarging their asset bases become the strongest performers after a
recession. Mattand bis tear dic (s by going through their budget in detail

ard
domn 10 our smalkest expenditure 1o see, How much can we cul oul of his?
When can we cut it out? Is it easibie to cut t out?” The next thing was &
dotaled cast Toracast 0 figure out the unvay for the nox six monihs.

4ol their overall
daeting processes dly to the COVID 18

a time o crsis, " always expect my vendors and suppliers to be partners in

this business with us, and when we have to cut costs, | expect them to share

the load. I apercent off wo or it

ks up 10 o1 says lason Wilson, Founder, and presicent at Back Forly e,

abeer producer.

The biggest risk with cost-cutting?
Lg

The most significant risk while cost cutting, Matt says, i looking at a short
time frame. For exampl, one of the major areas people are cutting costs on is

ad spend. T other
adspend
People who cantinue 0 sperd wil kely get more coverage” 1 a missecd

home. "Advortising s going t0 b ono of the big ways that businessas will
bounoe back throush. So for those that have cut it out, there s arsk that they.
have to fight an uphillbattl to get back 1o the coverage that they wereat,
before the crisis”

“As a CFO, you often don't want to have cash
sitting around idle, but when you have a crisis,
that cash becomes a cushion.”

~Mattputr, Vi President of Finance at New Market Funds

Pivoting during a downturn

Matt says it s important to keap the customor in locus whn phvoting. While
businesses may not be able to change their core offering, the lanqusqe

around
have people shaking hands on your website anymore because people can't
shake hands. So you have to change your copy, pictures, and your creative:

butthef an
understancing that ey 100 are under financial distress and may not be able

to pay for services fight now: Matt suggests, i businesses can, they should
doler biase.

1t part of how you pivat. It also means engaging with people and businesses
that might bancfitfrom your expertise. AL the timo of this ntcrviow, in his
st [

the future.

gthe i ¥ ing, & buildi
reserve

EMERGENCY

50 what' been the biagest lesson for Matt during this orisis? [here's  few, he
says. One of the biggest oncs s reserves. Businessas may have kept it
because they had specific lans or the future, but s coming to another use
Row. s 2 GFO, you often don't want to have cash siting around idle, but

w that cash

outthere that don't have to lay anybody off. And they e operating as normal
becauss they have that cushion of cash”

The other thing is sccounting. A lot of small businesses that didn't put
onough attention into good accounting, bookkcoping, or ecord keoping aro
“bor example,

if you havea Decomber 31 year-cnd, any bank will want t0 see that year-ond
and your March interim financis! statements, but many businesses dorft do
that. " s

1o compills their year-end nd scrambling 1o get their March 31 interim

e s busy”

According 10 studies, he higher tha impact of a crisis, the greater the demand
for higher order skllsfobs. Matt agress that adopting new technologies will
situation. Ina general sanse,

halp companios propare better for any future
employers get picky with the talent they hire during a high unemployment
ate, flexible o selves
sudden changes. Matt says sutomation drives deta driven results, and

companies recognize that



