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Cost Cutting 
By Will Phillips

Jack Welch said reduce expenses by 5% of gross annually
The benefits of cost reduction are obvious. Every dollar you save is a dollar that drops to the bottom line. Value to Members: 

1-Identify the profit veins and profitability potholes in your business and industry 
2-Understand the true profitability of your product lines, market segments and customers to avoid faulty strategic decisions based on traditional accounting 

3-Uncover waste, bureaucracy, bottlenecks, and inefficiency use design principles to create processes that are fast, low cost, and produce high quality 
Remember cost cutting is not a reduction in delivering value to your members.

Write down where here have you cut costs in the last three years and how much was saved.
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Check off areas where you have not recently renegotiated the costs.

· Energy

· Leases

· Insurance

· Cleaning

· Supplies

· Equipment
· Health care

· Credit card transaction charges

· Bank charges

· Real estate taxes

· VoIP vs. land line phone

· TI lines to internet

· Refinance loans

· Media audits if you you radio or TV
Add other areas to consider re negotiating

Inefficiency
Check off areas were your business is inefficient.
· Waste

· Bureaucracy, bottlenecks

· Duplicate work
· Overlapping staff

· Too many staff with no work
· Rework, errors, 

· Checking

· Paperwork

Add other areas of inefficiency and frustration
Cost of Appraisal

Can these be managed, designed or systematized so they do not need appraisal time?

•
Checking up on staff.


•
Approving/concurring/authorizing costs.

•
Invoicing review.

•
Time-card review.

•
More than one manager's signature on a document.

Cost of Failure
Can these be managed, designed or systematized so they do not fail?
•
Information failures (incorrect, insufficient, late).

•
Equipment repair.

•
Negotiating with dissatisfied customers.

•
Refunds.

•
Warranty claims.

•
Litigation.

•
Repair/rework.

•
Bad debt increase.

COST CUTTING ACTION PLAN
	Area
	What I need to get this started.
	When I’ll launch it
	Costs?
	Anticipated Savings.
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COST CUTTING TACTICAL PLAN
	Area To Cut
	What Level Negotiates
	How Often?
	Last Done 
	

	Health Insurance
	CFO
	Annually
	July 05
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	


RECESSION PLAN Do you have a plan for a business recession? What do you do if you do not make your numbers?  Creativity goes down the drain when you are in an emergency. You must have a plan that allows you to have previously thought through WHAT TO DO if you take a 20-35% of revenue cut. 

What do we do to provide hope? 

Ideas from owners:
            

Stop all Capital Expenditures

            Stop development 

            Education 

            Discount selling 

            Sell hope 

            Set up time frame 

            Shorten hours 

            Combing job roles 

            Cut down training hours 

            Cut down advertising 

            Renegotiate Leases  

            Limited time memberships

            Educational expenses 

            Kids club 

            Partnering 

            Selling member lists         

Key member financing 

Travel and Entertainment 

Energy management 

Tax Rates 

Accelerate payment of contracts. 


Go to contracts and discount and sell contracts to third party 

Trade members for memberships 


Cut external advertising and go to more internal[image: image2][image: image3][image: image4]
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