
Contact number: 

(07) 55228400

Email Address:

office@exceedia.com.au

1) Stay on top of your debtors

Debtors are the money that your clients or customers owe you, so

they represent cash to your business. You need to be especially

vigilant with your debtors in times like these because:

    

The more cash you have in your business, the easier it

is for your business to survive tough times; and

  

The higher outstanding amounts get from any one customer, the

more likely it is that they are experiencing financial difficulty

and may default on what they owe you.

 

Be very aware of what you are owed from all of your customers, be

tough on payment and, if necessary, stop work to ensure that you

aren’t caught doing a lot of work and not getting paid for it.
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2) Monitor stock levels

Stock represents cash sitting on the shelf in your business. Your

stock levels need to change with the volume of sales within your

business or you will soon have cashflow problems. You should

constantly review your inventory for old stock (i.e. stock which isn’t

selling) and consider offering that stock at a discount to your

customers to free up some cash.

3) Review your business expenses

In good times, our businesses often get “fat and lazy” and this needs

to change as trading gets tighter. Review your expenses item by

item to see if that cost is adding value to your business. If not, get rid

of it. If it is, explore if there is a better or cheaper option which will

provide you with the same result. A good way to think about your

business expenses is as investments rather than costs. You should

get a return on them or get rid of them.
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4) Look at new or different services or products

The old saying of “doing the same thing and expecting

different results” is applicable here. 

If your business is struggling for sales, look at either new

products or services that you could offer which compliment

what you currently offer, look for different ways to offer

products or services you currently offer (e.g. package them

differently or offer discounts for bulk purchases etc) or look

for different, easy to access, markets to sell your products or

services to. 
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5) Prepare a proper “3 way budget”

A proper budget is something that every business should

have but it is especially important when business is tight.

You need to know if and how you are going to survive the

tough times. Further, if you can’t survive, there is no point

digging your head in the sand. You are way better off

knowing sooner rather than later that your business can’t

survive so that you can do something about it.

A “3 Way Budget” is one which budgets Profit & Loss, Balance

Sheet and Cashflow rather than just income and expenses.

This is so important because a business can be profitable

but still fail due to crippling debt repayments or poor debtor

and stock control.
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6) Constantly monitor and improve your gross

profit

The number one indicator of most business’ financial

success is its gross profit and it needs to be constantly

monitored and, if necessary, corrected. Gross profit is a

function of pricing, cost of supplies/stock, wage costs

compared with turnover levels, job efficiency and many

other key business issues. 

If any of these are a problem, they will usually show up in a

falling gross profit. Keep a constant eye on your gross profit

and make adjustments to your business quickly.
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7) Explore finance options

If your business is profitable, but experiencing cashflow

issues, explore the various finance options open to you.

There are a number of different types of finance available to

businesses these days to assist with cash flowing the

business’ production and sales cycle such as Trade Finance

and Debtor Finance. Further, with interest rates falling

dramatically in the last few years, it is a good time to look at

all of your finance facilities for rate savings. It may also be

appropriate to refinance high interest short term debt (e.g.

credit card or Tax Office debt) by taking advantage of your

low rate longer term home mortgage.
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8) Lodge your BAS’s and pay your employee super

on time

It is so important that you lodge your BAS’s on time, even if

you can’t afford to pay them, and pay your employee super

on time, even if your business is really struggling for cash.

Not lodging your BAS’s and paying your employee super on

time can lead to these liabilities transferring across to you

personally rather than staying within the business company

structure. 

The last thing you want is to make matters worse by having

the business debt become your personal debt, putting all of

your personal assets, including your house, at risk.
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9) Communicate with Creditors

Many owners of struggling businesses hide from creditors

who are chasing money. This is never a good idea. The

reason is that if you don’t communicate with them, they will

appoint debt collectors or liquidators much faster than if

you communicate what is happening and the steps you are

taking to fix the problem. 

Most creditors are willing to work with you if you are making

a genuine effort to fix things and get them paid, especially if

you can enter into some sort of payment arrangement,

regardless of how small, to show that you are serious about

paying them. This then buys you the time to fix the issues

that are causing your business financial stress.
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10) Seek Professional Advice

Contrary to first reactions, now is not the time to cut the

costs of professional advisers. One of the hardest things for

business owners to do is to critically look inside their

business, determine what is wrong and take the appropriate

action to fix it. It is so hard to “see the wood for the trees”

inside your own business.  

A good accountant or business advisor will be able to help

you to identify what is and isn’t working inside your business

and work with you to develop a plan to improve the

business. Alternatively, if the business is not able to be

salvaged, you want to know this as soon as possible. Your

accountant or business advisor should be able to help you in

situation as well.


