




extensions and “green” initiatives. As these companies
strengthen their balance sheets, they are relying less on
bank financing and more on cash flow as a primary
means to fund capital expenditures. That trend is likely to
continue for the near term.5

Where can you obtain credit? Traditional factors,
typically used for accounts receivable lending, remain
under pressure from their own capital sources and have
pulled back. Those who were financed by hedge funds
have likely had their credit lines altered or withdrawn.
Asset based lenders, also funded by banks and private
investors are facing the same issues and continue to be
reluctant to lend. Formulas used for lending on eligible
accounts receivable and inventory have been revised,
requiring increases in collateral cushions resulting in
asset based lines of credit affording less availability and
more restrictive covenants. Mezzanine debt or
subordinated debt instruments and other convertible
debt remain difficult to obtain.6 

Regional banks have proven the most likely to support
local borrowers. Many regional banks have largely
avoided toxic lending and the subsequent loan
problems. Their balance sheets remain strong, and they
have the resources to offer credit to healthy companies.
Although record numbers of local banks continue to be
closed by the Federal Deposit Insurance Corporation
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(FDIC), the large regional banks offer the most likely
avenue for manufacturers to find financial support.

What should you watch for the rest of 2009? The
U.S. and world economies are currently operating in a
historically low interest rate environment. The Federal
Discount Rate, the interest rate at which an eligible
financial institution may borrow funds directly from a
Federal Reserve Bank, remains at historic lows of 0.5
percent. The Prime Rate, the interest rate charged by
banks to their most creditworthy customers, is at its
lowest level since the early 1950s, now 3.25 percent. Yet
credit remains tight. The Institute for Supply
Management, a trade group of purchasing executives,
recently signaled that U.S. manufacturing activity
should increase for the first time since January 2008 as
industrial companies begin to restock. The U.S.
Commerce department also indicated that construction
spending rose rather than fell in June as commodity
prices began to rise.7

The news indicates a brighter future lies ahead, and the
recession may be over. However, the keys to the credit
market lie in overall confidence. Credit may only begin
to flow again after business and consumer confidence
returns later this fall. In the meantime, a cautious
approach to capital financing and spending is advised.

In this current economy, many manufacturers have
needed to make their operations leaner. Most have
done this by redesigning the assembly line,
implementing JIT or creating quality teams to reduce
defect.  Just when it seems like all steps toward being
lean have been taken, the economy forces you to dig
even deeper. An area that can put a strain on many
companies budgets are technology expenses because
they are forced to commit to additional finances when
their IT systems fail them. 

Remote monitoring and IT remediation services allow
organizations to not spend money when systems
break, but provide for continual monitoring at a set

cost. This allows for a consistent expense to be
accounted for, rather than worrying about significant
unplanned expenses.

Most IT issues organizations face can be proactively
identified and alleviated by a remote service and dealt
with without any downtime. A virus attack or server
failure could be tremendously expensive both
financially and in lost productivity, while possibly
compromising sensitive information. A remote
monitoring and IT remediation service will allow 
you to concentrate on the operations of your
organization without worrying about whether your
technology is reliable.

Can Your Operations be any Leaner? 
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