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Introduction
Companies can operate on losses even with a maintained brand in the market. Several reasons can be attributed to companies making losses, also when they are holding their head high in their market segments. This is what is happening to the ABC company, and therefore, there need to be ways that can assist ABC to claim solvency in the market. One of the causes of insolvency can be increased operational costs for a company. The ABC company has demonstrated increased operating costs in for of labor costs, administrative costs.
Further, the company has increased costs for the installation of new equipment with a subsequent low product or service income (Smalle, 2019). From this scenario, it is then evident that the ABC is operating on a loss and thus should look for ways that the losses can be minimized and bring it back to solvency within its market share (Smalle, 2019). In an economist analysis, there are many options that ABC can take, among them being able to struggle and reduce the operational costs among many others. Therefore, this report will outline strategies that can be adopted by ABC in one year as from January 1, 2020, to ensure that is has regained its solvency in the market.
ABC should adopt a business plan that can ensure that it improves its business financial position. There are many aspects that a venture can enhance its financial position when it has found out that it is operating on a loss. Accountants and business advisers are always rich in ideas that help in meeting the financial needs and option of a company. Having qualified financial advisors in place can be able to suggest proper ways in which a company can improve the cash flow or as well provide an option that can be used to source funds internally. ABC can strengthen its financial position by first recovering any outstanding debt. The company should chase up as many outstanding payments as possible. Debt collection agencies can be involved in a reputable debt collection. Before sales are made, always there should be conditions for sale agreements which can outline the terms and conditions. Besides, ABC company can reduce or rearrange its expenses (Sullivan, 2019). The company should come up with a way that it can use in analyzing all its costs and figure out which of them it can reduce or rearrange. When doing so, the company can decide to take the following options; arranging a deferred or periodic payment plan for expenses that are more considerable, banks or suppliers to get a better deal. Also, it ensures switching insurance companies, modifying the quantity or timing the purchases of stock of the company to coincide with periods of higher cash flows and finally switching to cheaper alternatives for consumables like the management of energy use (Sullivan, 2019).
Furthermore, ABC company can as well consolidate its debts so that it can increase its solvency. Consolidation of debts will include looking at the current debts and seeing if they can be combined into low interest and low fee products. When making considerations on refinancing the current debts arrangement, the company can dig deeper to see whether there is any better option for the same (Sullivan, 2019). Besides, putting more efforts on new marketing techniques can aid to reinstate a company like ABC that is at the verge of failing. More efforts int marketing will not necessarily mean using more money. Still, it is a good option as it will look at what other companies are doing and being able to come up with a more efficient way of avoiding the extra costs incurred by the company. When a company is in such a position, it can as well look for company grants. The government offers grants for innovation, research and expansion. In this case, the company can qualify for a grant that can enable it to develop more strategies and involve in more businesses that can allow it to cover some of the expenses that it is incurring. Also, ABC company need to keep track of its cash flow. In this way, it will be able to determine the incoming and outgoing cash for the next financial year, and this can help plan on the things that are making the company incur extra costs. Apart from keeping track of the cash, the company can as well improve its cash flow through a variety of ways. First, the company should ensure that it sends a correctly formatted invoice at the time of purchases and payments, it should as well follow up on the outstanding customer payments as soon as possible and finally it should be able to reduce on its expenses by trying to find cheaper suppliers or organizing a periodic payment plan for more considerable costs.
Despite its massiveness and its significant market share, ABC is experiencing unprecedented massive losses which are supposed to be cut down in any way possible. By putting in systems, ABC can be able to improve its efficiency and reducing the costs that it incurs. Some business undergoes losses due to the lack of clearly defined processes that enable them to run more efficiently(Bloom & Kotler, 2019). The consequence of this can be substantial, as the market ends up spending more on the employees and administration, a scenario that is experienced at ABC company at the moment, when proper systems lack, companies end up hiring more employees that they need and these increases the costs on payment costs. Employees, on the other hand, make mistakes on their work because of lack of established protocol, and they defer all questions to company management, even in situations where the employees have handled such problems previously. Continuous updating and refining of systems help in reducing the amount of time that can be spent on training and onboarding and increase the overall productivity of the team. Taking time from business to develop these systems is more critical than the counterintuitive nature of the process itself as it can be viewed by many. The sacrifice is a temporary and necessary one if the management wants to grow and scale the business(Bloom & Kotler, 2019).
Adoption of automation systems is also a way that can help ABC reduce the costs that it is incurring in terms of administration and labor. Automation, in most cases, works hand in hand with systemization since making businesses more efficient may involve the use of SaaS apps as well as other technologies. Technologies allow the industry to do less of manual involvement, and thus, resources can be redirected to other profitable activities. For instance, many companies have adopted the use of automation apps, and they have been able to cut down on the costs they incurred. Canadian airline was one that adopted that Echo Vera’s AP Automation solution which automated the process of its supplier invoices. From this, the company experienced a significant save in its costs. In the same manner, if ABC company adopts an automated system for its operations, it can be able to save on costs and thus be able to maximize profits. Technology can help a company be able to reduce its workload and as well make procedures more efficient(Bloom & Kotler, 2019). However, before this is reached, the company must research to determine which kind of technology that it requires explicitly that can help it cut down its operational costs. Not every solution will be right, and it should be known that a technology system that has worked for one company might not necessarily work for the other. Therefore, in doing research, ABC company must be able to develop what it needs and then the technology that can be adopted can be specific for its operations.
ABC company might be incurring extra costs on unnecessary services. For instance, the additional costs in administration and labor might be part-time, and the company might be paying for them as full time. There is a difference between a full-time employee and a part-time employee. The company should learn from what the other same companies are doing and thus be able to negotiate on the best method of payment (Bloom & Kotler, 2019). Being a great brand company in the market, ABC might be making additional payments which otherwise should not be there, this all in the name of maintaining its brand. However, the company might not realize that this is what is causing the unnecessary extra costs incurred, and thus it should cut off these expenses and be able to get back to solvency. If the company is paying at the moment per use, and the number of times the service is used is known, then the company can negotiate the costs of the service to be offered per package. Therefore, the company could cut off the costs paid per every use of the service. Besides, the company can decide to cancel any unnecessary and unneeded services regularly. Having many tools in an organization or business will increase the complexity of the operations of the company and thus having few may be better. For instance, ABC may be paying for maintenance costs of machines and other services that are not used and therefore, stopping this and paying when only required can cut down the expenses that the company incurs.
Conclusively, every company can always find itself in a situation like this of ABC company, and the way the situation is handled determines the proceedings company operations and performance. When not knowing where to start from, the first thing to do is always to create the list of the expenses that the company is undertaking. After laying out, then the cause of the cost should be formulated. The company as well should look at its most considerable inefficiencies within its operations. When bottlenecks are eliminated, then the company process, the costs can be significantly reduced. Companies cannot make profits with hiked costs. The management sometimes is found to be the most significant bottleneck that brings the increased expenses in a company. The increased administrative costs can be reduced by reshuffling the administration and reducing the number to the required number. Therefore, increased costs of expenses of a company is an existent aspect and reducing involving an economist perspective can aid a company cut down its costs.
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