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Business strategies
for the next recession

Proactive preparatory measures
could help you weather
the next economic downturn

The following are three strategic moves
companies can make to strengthen their
financial positions.

ith nearly a decade of economic
expansion underway, it’s only natural
to wonder when the cycle will turn
to recession once again. Many analysts agree
that a downturn is likely within the next
couple of years and that companies should
prepare sooner rather than later, so they
can avoid being caught off guard when the
economy slows.

Increase cash reserves
A characteristic of any recession is a tight
credit market, which puts companies in
a bad position if they’re dependent on
financing and loans. It’s important to begin
building cash reserves that will help you
stay afloat on your own, as banks are the
first to pull back when the economy dips.
Companies can raise capital or borrow
well in advance of a downturn. McKelvey
also advises that stockholders take less in
dividends to increase retained earnings for
the core business.

To that end, smart leaders are partnering
with accounting firms that have proven
track records of helping companies hold
steady during challenging economic times.
“You want to make gradual moves that don’t
impact business too significantly,” said David
McKelvey, CPA, a partner at Friedman in New
York City. “We know the downturn window is
within the next five years or so, which means
companies should begin implementing
strategies now that will save them time,
money and energy down the line.”

Implement cost-saving strategies
In a healthy market, companies tend to
over-hire and let their business expenses
get out of hand. To prepare for a downturn,
businesses must focus on efficiency,
practicing need-based hiring and
conducting a close analysis of their fixed
costs, trimming expenses where possible.
Retailers may also want to decrease the
amount of inventory they keep in-house,
so they don’t get caught with product that
they can’t sell.
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“It’s smart to begin looking at your existing
contracts with your business partners,”
said William Saya, CPA, a partner at Berdon
in New York City. “Re-negotiate contracts
such as lease agreements to reflect more
favorable terms and revise policies to
tighten up on discretionary expenses such
as advertising, travel and entertainment.”
Invest in technology
It may seem counterintuitive to spend
money on new technology when you’re
trying to save. However, software and
digital tools that allow you to cut costs
in other areas and streamline production
will strengthen your resilience against a
downturn. “Businesses should consider
critical system upgrades that will allow
them to continue building their current
sales channels as well as venture into new
markets to diversify their offerings,” said
McKelvey. “Investing in R&D is always a best
practice, but it’s even more important in
preparation for a downward slope.”
Since all business is relationship-based,
Saya noted that it’s also worth looking
carefully at the impact a downturn could
have on your customers, suppliers, lenders
and investors. After all, the way you
protect these partnerships could mean the
difference between surviving and going
belly-up.

Small and mediumsized businesses
face growing
fraud risks

Prevention can
curtail negative effects
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hen Target or Best Buy is hacked,
everyone hears about it. But
companies of all sizes can become
the targets of cybercriminals, scammers and
thieves—and many learn this lesson too late.
In May the IRS warned employers and small
businesses about cybercriminals’ increasing
attempts to steal sensitive information.
And the Association of Certified Fraud
Examiners found that occupational fraud—
theft committed internally—is hitting smaller
companies especially hard.
Karl Kispert, principal of the cyber and
information security practice at Grassi & Co.
in Manhattan, said small and medium-sized
businesses are sometimes unaware of the
risks of fraud they face simply because they
haven’t experienced an incident yet. Kispert’s
first goal is to make companies aware of their
potential for a major loss. “It’s not a matter of
if,” Kispert said, “but when.”

Another challenge smaller companies face is
a lack of resources to heighten security. But
there’s still a lot they can do.
The boss sets the tone
Experts say that management can help
minimize fraud risk by setting the tone
for a culture that does not tolerate rulebreakers. Owners must resist bending the
rules themselves, such as taking petty cash
without providing a receipt.
Hubert Klein, a partner in EisnerAmper’s
forensic, litigation and valuation
services group, said employees may
feel uncomfortable demanding a receipt from
a superior. But management can create an
environment in which employees feel secure
in reporting wrongdoing when they see it.
Small and medium-sized companies may
not have the anonymous tip lines that some
large companies have available to collect
information about fraud activity, but they
can still rely on employees for information.
“It’s important for management to have a
good relationship with employees,” Klein said.
“Having an open dialogue is part of the active
monitoring process.”
How accounting firms can help
Businesses can further protect themselves
by shoring up areas where the company’s

information security is lax. And they
can tighten and diversify their internal
controls, eliminating a fraudster’s means
to steal.
An experienced accounting firm can provide
strategic support in these efforts. Forensic
accountants can assess a company’s
business practices and identify weaknesses
that put the business in greater danger of
fraud. An accounting firm can also help
develop updated policies and procedures
that guard against the efforts of potential
fraudsters and cybercriminals.
“A good forensic eye knows how a business
should be functioning and can recommend
how to better structure the business to
prevent fraud from taking place,” said
Harry Steinmetz, CPA, partner-in-charge of
New York forensic, litigation and valuation
services at Friedman. A knowledgeable
consultant can also advise a business on how
to monitor for weaknesses or signs of fraud
and maintain best practices.
Taking preventative measures against fraud
is like going to the doctor for a check-up,
Kispert says. If you care about your overall
health, you must invest in it. The good news is
even a relatively small front-end investment
could go a long way in mitigating the risk that
a serious loss could occur.

Are you connected to
the resources you need?
When real estate dealmakers find themselves
with more questions than answers, they look
for help. Structuring a transaction with advice
from someone who really knows the market
can make all the difference.
At EisnerAmper, our passion is connecting the
real estate community with the resources they
need, from REITs to real estate opportunity
funds. Wherever your next deal takes you, make
EisnerAmper one of your first connections.
Check out our Real Estate Hub at
EisnerAmper.com/RE
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