BUSINESS SURVIVAL OVERVIEW

Steering Through A Difficult Period
For many business operators, the tough times are not getting any better. Business insolvency is an
ongoing problem. Business operators need to be continually looking for the warning signs to try to
predict if there’s real trouble ahead.
The warning signs can include:
•
Payment time by your debtors – according to Dun & Bradstreet, the debtors’ days outstanding is
currently at 51.8 days. Whilst this is a long period, there are many businesses that have debtors’
days outstanding in excess of 51.8 days. If your debtors’ days outstanding starts to move up
further, you potentially have a real problem.
•
Stock turn – is your stock turn slowing down and your investment in stock increasing? Perhaps you
need some ‘sales’ (and other promotions) to try to sell some stock.
•
Are your suppliers trying to impose harsher payment terms than what you’ve traditionally agreed
with them? This could be a warning that the supplier is under some financial difficulties.
•
Have you got a few customers who make up the bulk of your sales income? Whilst in good periods
of time, this may not be a problem. However, when things are tough, this could be a real problem.
What would be the situation if one of those key customers discontinued their trading with you?
•
Have you got key suppliers? If you notice some changes in the suppliers’ characteristics, perhaps
you should be starting to look around to see whether you can source product from alternative
suppliers. The change in suppliers’ attitudes may well indicate that the supplier has some problems.
•
If you’re having difficulties in paying your BAS and superannuation payments, this can be a sign that
you need to be having discussions with your banker. It’s not a good idea to get offside with the
ATO. There are laws that make directors of companies personally liable for amounts that have been
withheld and the payments have not been made on time to the ATO.

Personal Property Securities Register
Another key area to consider is the Personal Property Securities Register (PPSR). The Personal Property
Securities Act (PPSA) is now fully operational. Unfortunately, a lot of SMEs don’t appear to understand
how the PPSR operates. You can gain a significantly better level of security by registering some
transactions on the PPSR, primarily relating to ‘Retention of Title’ arrangements. This better level of
security also applies to some leases and to a wider range of other business activities, including:
•
sale of goods on consignment;
•
assets stored in someone else’s possession;
•
livestock on agistment;
•
loans (including loans to associated entities and associates);
•
service entities; and
•
intellectual property assignment.
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There have already been a number of significant court cases in Australia, on the operation of the PPSA.
Considerable sums of money have been lost by the businesses that paid for an asset but had not
registered their interest on the PPSR. As a result, they’ve lost those assets to a secured creditor. In most
cases, if the business, which had paid for the asset, registered its interest on the PPSR, that business
would not have had a problem with the PPSR.

Small Gains Are Important
Most business people learn that it’s better to target for small gains each week and continue to work in a
proactive, positive manner, to ensure those gains are achieved and that those gains are retained.
The term ‘overnight success’ is normally significantly overrated. People who become ‘business celebrities’
for an invention or a new product they’ve developed have normally worked for years on developing their
new technology or product. They’ve been very conscious of the need to achieve small gains each week.
The key for a business is to utilise the entire team as part of the business development process and to
encourage all team members to achieve small gains. An important aspect of successfully implementing
improvements is to ensure the right types of people are employed in the first instance and that they’re all
‘on the bus, seated in the correct seats’ so that everyone can contribute to the gains within the business.
This should ensure everyone in the team is involved in the development of business processes and
products and therefore they can all share in the ownership and achievements the business obtains. It’s
important that there are open discussions within the organisation relative to what’s important for the
business and what the targets are, so there can be meaningful discussions.
Many businesses have found it beneficial to issue a special notebook to all team members and ask them
to write down any thoughts or ideas they have during the week and then for the business to have a
conversation on a Friday afternoon, to review what the team members have written in their special
notebook. The objective is for the team to then take notice of those ideas, to prioritise them and try to
implement the ideas that have been suggested. If the idea has potential, the priority should be to
introduce that idea and to measure its performance, to determine whether that new process or product
should become part of the firm’s overall culture.
However, the important item to remember is that, if the idea, product or process doesn’t work, it needs to
be terminated at the earliest opportunity. The key strategy the business should be encouraging is for the
team members to think about ways to improve the business operations, to write them down, to bring
them to a meeting and to discuss them, where the meeting will decide whether to trial the idea and
measure whether it’s successful or not. It doesn’t matter if it’s a failure, it’s better to have tried than not
to have tried at all. Obviously, not every idea will be a raging success.
The encouragement of new ideas is vital for the long-term success of the business. Management should
be encouraging team members to think of ideas, encourage them to develop the ideas and then let them
have a go at trying to implement them within a budgeted framework. Don’t try to micromanage the
process. Let your team members have a go at trying to make the idea work.
To be successful, management needs to encourage the taking of calculated risks if new products,
processes or services are going to be developed.
In all these processes, one group that should be given continuous thought is the customers. What
benefit would the customers have from this proposed new product, process or service? What changes
will be made in the business operations? Will the changes improve the services and satisfaction for
customers?
Once the processes have started, it’s important that measurements of every aspect of the product,
process or service are recorded, so benchmark comparisons can be made with other products, processes
or services being developed by the business or other organisations.
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This type of approach will assist the business to determine the gaps in the market. What new services,
processes or products could be developed to fill the gap? This is where an appreciation will be obtained
for the ‘small gains are an important policy of the business’. Normally, these new products, processes or
services are not an overnight sensation. There needs to be a continual level of work undertaken to
achieve the end results. In most cases, if small gains are being achieved each week and all team
members are involved, then the business is well on the way to implementing an outstanding new product,
process or service that all the team can share in the joy of a job well done.

Rejuvenating A Business
Businesses need to regenerate 'start-up energy' to unlock growth, to rejuvenate the business. Businesses
that have 'planned growth' can be great places for managers and team members to work at grasping the
opportunities for personal development and growth that a growing business presents.
In Australia there are 2 million businesses, yet only:
•
300,000 have $1 million+ sales;
•
10,000 have $10 million+ sales; and
•
2,000 have $20 million+ sales.
Does your business have a business growth culture to grow to a new turnover milestone?
Changes are occurring everywhere at a fast pace. Where do you start at rejuvenating a business?

Professional Advice
If you are interested in any of the work discussed in this article being undertaken, we invite you to visit
www.esssmallbusiness.com.au to utilise the “Find an Accountant/Adviser”. Simply enter in your postcode
and the Find an Accountant/Adviser directory will identify accountants located in or near your postcode,
who are able to supply a range of business advisory services, including the types of services mentioned in
this article.

