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PATHWAYS TO PROFIT

When outsourcing
makes sense — and
dollars for a company

utsoureing 11 s ease hocil
Iy, mot overseas — is primed o
erowth. More than 70 percent of
the senior execufives inter-
viewed for a study conducted by Accen
ture and the koono
mist Intelligence
Unit predicied that
demand for out-
spurcing waould
bacorme oven mio
prevalent over the
mext thnee years.

For many, the
decision to  oui-
souree s purely a
financial one. Dies
It o0&t mWore Money
o hire the talemt
in-house or o outsource? An incressing
number of executives are finding that
putsourcing can create a strategic advan:
fage, especially for a growlng company
whaose nepds are often rapidly changing.

The most common functions to out-
source are such sorvices as aceounting,
payroll, information systems, sales, mar-
keting and human resources.

sueressful outsourcing relatlonships
enable business owners and chief execu-
thve officers to forns on their own core
competencies, eliminating the daily tac-
tical to-do lists (working in the business)
that Eeep them from spending time on
the big picture and stratesic initiatives
(worklng on the busimess).

As an example, all companies nased
releviint, timely and accurate financial
reports and analyses, Whether Fortune
500 or a smaller emerging business, the
nesds are very similar,

BY LEAH THISS

Unlike their large corporate counter-
parts, small and midsize businesses can-
not afford o stall an accounting depart-
ment with specialists in each area. Many
companies over- or under-utilize the
accounting employvess they do hire
perhaps expecting a controller o per-
form bookkeeping functions or an
aceounting elerk o provide (nancial
analyses

An outsoureed accounting  serviees
campany can provide the right services
antd skills at the right times. A comps-
ny's requirements may be for a CPO
controller a few hours each month for
planning; & bookkeeper a couple of hours
datly to maintain data entry; and an
aceounting clerk a few hours weekly to
review the data, prepare reports and
make collection calls,

The key is that the company only pays
for the professional level it nesds for the
Cirme it 15 needed. In this scenario, the
CIHMEENnY Secires acosss W the high-level
sirategic Mnancial expertise that will
propel its growth while maintaining its
day-to-dday accounting neads with the
most cost-effective mix of talent.

The value of outside services has been
enhanced in recent years with the utili-
zation of state-ol-theart electronic com-
munication systems that operate frans-
parently, away from a cliemt company's
headguarters,

This technology allows the owt-
gsoliroed feam to interact with a compa-
ny's in-house employees as if they were
just down the hall on a daily basis. This
makes the integration and acceptance of
puspurcing more practical for any size
business,

Although outsource companics are
sometimes confused with temporacy
employment services, frue sulseurcing
companies maintain regular full-time
professionals who develop working rela-
tionships with their clients. They oper-
ate as an extension of their client
Companies,

The rapport and commitment devel
oped batween clients and outsourced pro
fesslorls are difficule to find with tradi-
Licnal peud-thme or temporary agencies.

S0, when does outsourcing make
sehse? I youre a growing company,
your needs are constanily changing.
Having a Dexible suppaort team thal ¢an
quickly refine its @lent mix 0 suppor
vour nieds will give you the edge vou
el (o Risep YoUE momenlnm going

If you're & small to midsize business,
chanees are you ciammot afford (o hire the
bresdth of expertise you may require in
amy  given functional ares. With few
exceptions, outsourcing is o viahle
option that can result in operating cost
reduetions and better strategic insight,

If you're a company that is seeking
change, an owisoarcing team can bring
an outsider's perspective and the ability
to see past the way things are done to the
possibilities of how they could and
should be done.

Leah Thiss & the CEQ and president of BEAS Inc, an
putsource accoureng and bookbeeping services tomoany
with cffices in Yuma and 5an Diego. She can be readhed al
leaititbbbsing.com ar by visting wew.bhbsinc com
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Know your financials

when seeking financing

efore vou rmsh in o regues
financing, be sure vou are pre-
pared. Hemember, the bank is
Investing In yol.

Put in some time and effort up front o
be sure they see the very best “vou™
Enow the industry you are in and how
your firm fits In.
Above all else, make
sure vour financials
are in order. The
stremgth of vour
finaneial knowledge
will have a hupge
impert on vour abil
ity to borrow

While thers are
many funding
aptions, there are
two primary types of
siness kink loans.

A line of credit (LOC)Y for o business
works much like that of a credit card for
an individual [f allows you to draw
apainst and pay back the line several
fimes during the life of the lean, Gften-
times, the LOC is used to cover costs of
doing business while waiting to collset
receivables

A long-term capltal loan is typically
used bo purchase a large tangible asset.
such as a building or equipmeni. The
proceeds of the loan are paid owt in one
lump sum up front and payments are
made according to a sehedule with & pre-
determined payoll date

[n both cases, the loans are secured by
the company's assets, This s done
through & standard UOC fling, somme-
times referred to as a blanket lien. This
filing covers all assets of the business in
the eveni the business fails to make
pavments,

The benefit to the LOC is fexibilite. It
can be used for various purposes and
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borrowed against several times, The ben-
efit to the long-term loan is the set pay-
ment sehodule that allows the buslness
to Bud et accordingly.

The risk of each loan from the bor-
mower's standpoint s similar, as the
assels of the business are being used as
collateral I ot seEnarlos

e risk from the bank's standpoint s
slightly riskier with the LOC because the
assebs secured with the UCC (iling (ke
inventory, recelvables, ete) may be diffi
cult for the bank to deal with if foreclo
e becomes necessary

The loan application will require
information on the business, & personal
financial statement and tvpleally a guar-
antes [rom individuals with more than
20 percent ownership,

[Isually, the bank will ask for two or
three years of business and individual
tax returns,

In addition, they will ask for two or
three years of financial statements. They
will also reguire accounts receivable and
pecounts pavable aging reports.
Government-backed loans such as those
by puaranteed by the Small Business
Administration require much more
paperwork and documentation,

Bankers say that many business own-
ers are reluctant to provide sensitive
financial data until they're quoted rates

Sinece it is nearly impossible to guote
accurate rates without Enowing more
about vour business, you need fo feel
confident in the person to whom you are
submitting your documentation and
trust that the information provided will
be Kept confidential,

The more Information yvou provide,
the more smoothly the process will go.

If vou are ynsure about your comps
ny's finances or do not currently gener-
ate monthly Anancial reports, hire pro-

fessional help to put the appropriate
atcounting system in place before you
sk financing,

This is a solid investment, even if you
don t have a need for funding today.

Good monthly Ananclal reporting will
help yvou monitor the financial stats of
VOour company, prepare for taxes, man
age cash flow, and establish seasonal
benchmarking so that you can plan for
sepsons accordingly

With the right sceounting system and
accounting professionals. pulling
together the required information for a
loan application will be casy

Armied with the ability to clearly stats
your financial position and having the
data o justify the funds being requested
will help to create confidence In you,
your professlopalism and in the end,
vour ability to mest your repayment
nfaligations.

One banker told me, “We will always
ask a borrower ‘How will this loan
improve your bottom line? The answer
vou give to this guestion tells us how
much research yvou have done and how
confident you are in the success of your
business."”

Lesh Thiss 15 the (BD and pretiden of BBES mc., &
115 haved culbourced accounling and bookesping ser-
aces company with ofices in Yuma and ban Diego. Thiss,
wha hat an hnancal sanagemeni and {echnoiogy back-
founded the compamy in 1992, She @n be
ribilibbbsanc.com o by wisding
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