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Beware The Christmas Cash Flow Grinch

The GFC and post-GFC era has, and
will continue to claim victims. Most
business owners accept the risk of
failure as part of the ‘game’ but that
knowledge doesn't ease the pain,
suffering and stress when it actually
happens.  Unfortunately  business
failure can also have a domino effect
and lead to relationship breakdowns,
divorce, extreme financial hardship
and division of families.

In many cases, the failure is a direct
result of poor decision making or a
lack of capital. Poor service, inferior
products, small margins and high debt
can all be business killers but the most
common cause of business failure
is inadequate cash flow. When the
economy deteriorates, the business
does not have the reserves to see
through the tough times and when the
banks lose confidence in the business
the outcome is inevitable. Banks
certainly have their own issues to deal
with at these times, but the inevitable
consequence of a credit squeeze is
that they will call in debt where they
fear a deteriorating position. Banks
often appear to lack the patience and
foresight to see a business through a
tough period but significant damage is
done to the economy when a business
is closed and its capital value and
intellectual property is extinguished.

Make no mistake, poor cash flow can
even bring a profitable business to its
knees. Cash flow is not just a means of
keeping a business afloat, it is also the
foundation of your future growth plans.
With the Christmas trading season
upon us we provide the following 6 tips
to improve your business cash flow.

1. Plan and Forecast Now

This is probably the most important
part of managing your cash flow. You
need to understand your businesses
cash flow cycle and prepare a cash flow
forecast that takes into account your
best and worst case scenarios. This
process is designed to establish if you
have sufficient cash reserves to get you
through the troughs and identify when
and how much additional funding is
required.

They say, “Forewarned is Forearmed”
and there is no point running to the
bank when your overdraft is about to
hit the limit. If your cash flow forecast
identifies the need for additional funds,
contact your financiers now because
finance applications are viewed more
favourably when they are lodged before
you run out of cash. If you don't get a
positive response from your existing
financier, look elsewhere.

2. Debt Collection

In some cases your customers or
clients are using you to fund their
business (interest free) while you're
possibly paying interest on your
overdraft. Clearly outline your terms
of trade from the outset to avoid any
misunderstanding when you have to
chase any outstanding debts. A clear
system and process is required where
customers stretch your trading terms
and never extend credit to customers
with a poor credit history.

3. Inventory Management

Remember your stock is really your
money tied up on your shelves. There
is a fine line between having enough
stock and having enough working
capital to meet your ongoing financial

obligations. Often, 80% of sales come
from 20% of a business’ product line
so knowing what stock items and
what level of stock to carry is a vital
management issue. Run down the
level of slow moving stock in favour of
your best selling items and consider a
clearance sale to move some of your
slow moving items to free up some
cash.

4. Equipment Purchases

Where you need to acquire new
equipment or capital items consider
financing the equipment by lease
or chattel mortgage rather than
purchasing the item with your available
cash reserves. This may have an impact
on your profitability but it will free up
cash that would otherwise be tied up in
plant and equipment or motor vehicles.
Most importantly, consult with us first
regarding the finance options so you
also understand the taxation and cash
flow consequences.

The greatest compliment we receive from our clients is the referral of their friends, family

and business colleagues. Thank you for your support and trust.




5. Monthly not Annually

By simply rearranging annual payments
for items like insurance into smaller
monthly payments you can take the
pressure off your cash flow. Sure, you
might pay a small premium for the
adjustment but you don’t need to worry
about paying lump sums during your
slower months. If your insurer doesn’t
offer monthly payments you might need
to shop around.

6. Use Surplus Cash

The

ACCELERATOR

that short term cash surpluses are not
seen as ‘excess cash’. Where required,
isolate these funds to support future
cash requirements. Ideally, place the
funds in an interest bearing account,
an offset account or your overdraft
that you can re-draw at a later period.
Understanding your cash flow cycle and
then implementing a cash management
system can be critical.

Cash is the lifeblood of your business
and planning can mean the difference
between just surviving and potentially
thriving. Strategic business planning
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can prevent business failures and if
you need any help with your cash flow
projections or if you are looking to fund
new plant and equipment call our office
today.

Understand your cash flow cycle so

Top Web Tools For Business Owners

Technology can give your business a competitive edge and
there are a number of web based tools available to help
business owners. Most of the tools listed below are designed
to help you develop, manage and grow your business.

Dropbox

Dropbox gives you a safe and secure place ‘in the cloud’ to
store your documents and files. With Dropbox you can have
2GB of free storage space or if you need more space you can
subscribe to one of their paid business plans. In addition,
you can access the files via the internet or your smart phone
or tablet and you can also share files, which is great for files
or documents too large to email or if you are working with an
outsourced team member.

Google Alerts

Google Alerts lets you set an alert for your industry, your
business name, your name and any topics that are relevant
to your area of expertise. You can see who is talking about
your business, respond to any criticisms or thank someone
for a mention or endorsement. Google Alerts will also help
you stay up to date with what is going on in your industry,
identify any relevant news stories and alert you to any blogs
you may be able to guest post on.

Skype

Skype is a great alternative to face-to-face meetings and
provides free calls and video conferencing to other users.
You can stay in touch with interstate or international clients
and outsourced team members. It can also help you control
your phone bills.

MailChimp

Mailchimp will help you manage one of your most valuable
business assets, your customer database. Your database
obviously needs to be up to date and MailChimp lets you tailor
your email and newsletter campaigns, share them on social
networks and track your results. If you have fewer than 2,000
subscribers on your database you can send up to 12,000
emails every month at no charge.

Google Analytics

Google Analytics can provide you with valuable information on
the people who are visiting your website. You can see which
online marketing campaigns are working best, what keywords
are attracting prospects and what content is working. You can
then formulate more targeted marketing campaigns and edit
your website content to attract more traffic to your site and turn
browsers into buyers.

Survey Monkey

Survey Monkey Surveys are incredibly useful business tools and
can provide you with information to help you grow your business.
Survey Monkey allows you to create surveys to help you identify
the needs, wants, frustrations and challenges of your target
market. You can gain valuable customer feedback and product
or service evaluations.

SourceBottle.com

Sourcebottle.com is a fantastic way to intercept media call-outs
from journalists who are looking for sources to input on their
story. With the story angle already set and the story definitely
going forward, all you need to do is pitch why your expert opinion
or experience will be best for the story.



A recent study suggests Australia has
the second highest rate of start-up
businesses in developed countries
behind the United States. According to
research compiled by the Australian
Centre for Entrepreneurship (ACE)
in partnership with the Global
Entrepreneurship Monitor (GEM), one in
ten of all Australians are involved in an
early stage enterprise.

Last year, GEM interviewed more
than 140,000 adults in more than
50 countries. By surveying the
adult population, GEM identifies
entrepreneurs at the earliest stages of
business creation. ACE participated as
the Australian GEM partner, surveying
2,000 Australian adults.

The research found 10.5% of the
Australian adult population was actively
engaged in starting and running a new
business in 2011. This suggests we have
1.48 million early stage entrepreneurs
with 40% of them being women. This
means 8.4% of the Australian female
adult population is involved in starting
or running a business. These are
staggering statistics and the research
also suggests that 80% are starting
because their founders identified
opportunities while only a small number
set up business because of job loss
or out of other necessity. As such,
Australia is outperforming the US at
the moment where necessity driven

Top Business Apps For iPhone 5
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entrepreneurship has soared because
of fewer employment opportunities.

In terms of job creation, a third of
Australia’s early stage entrepreneurs
expect to create at least five new jobs
in the next five years, while 11% expect
to create 20 or more new jobs over
the same timeframe. These jobs will
primarily be consumer oriented (such
as retail) or in business services as
between them these industries account
for 65% of new entrepreneurial activity.

According to the research, Australians
are more confident about their ability to
start and run a business than budding
entrepreneurs in most other developed
countries. Around 50% of Australian
adults Dbelieve they can identify
opportunities for business start-ups
while 12% of Australians not currently
involved in entrepreneurial activity
intend to start a new business within the
next three years. While this paints a rosy
picture, 31% of established and new
businesses closed during 2011. This is
fairly average for developed economies
and shouldn’t necessarily be interpreted
as failure because many businesses
close due to successful business exits
or their owners found better or alternate
opportunities. Other studies conducted
by ACE have identified that Australia
has very few closures that could be
considered ‘disastrous’.

Australia is also ranked the second

If you have a new iPhone 5 there are some great apps that can be used for
business. For example, iCC Pay is perfect if you want to take payments from your
customers via your mobile phone. A product called Square has been the market
leader that provides a device to sit on top of your smart phone that lets you swipe
customer credit cards. iCC Pay, however, is a little different from Square and allows
you to take funds via the screen through payment gateways SecurePay, eWAY and

DPS PaymentExpress.

You then add the details of the card into the system or take a customer signature
via the touch screen. iCC Pay says it is the first iPhone app to specifically support
Australian payment gateways and the Australian dollar currency. Even better, it
recently dropped the app’s price from $43 to $9.49.
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easiest place in the world to start a
business behind New Zealand according
to a report by the World Bank. The study
found it was possible to set up operation
in Australia in two days and after just two
procedures. It might be hard to believe
but Australia ranked fourth with regard
to ease of obtaining credit, behind
Malaysia, South Africa and the United
Kingdom. While Australia may rank highly
when it comes to the ease of starting
up, it was ranked 10th with regard to
the ease of doing business. The report
suggests the Australian governments
have done a good job in making the
country a relatively easy place to set up
a business but the red tape associated
with running a business is onerous.

While starting a business sounds simple
there are a large number of issues to
address including structures, asset
protection, insurances, tax and GST
registrations, claiming car expenses,
software selection not to mention
finance, branding, marketing and issues
around employing staff. If you are
thinking of starting a business call us
today!
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Digging For Gold In Your Customer Database

As a business owner or manager,
you're constantly looking for new
customers. In fact, often we spend
far too much time in pursuit of new
customers at the expense of our
existing customers. You already know
people who match your products and
services, people who want what you've
got and appreciate that you offer value
for money.

Your customer database including
a detailed list of customer names,
addresses, email addresses, personal
details and in some cases, spending
patterns is so important to the future
of your business and your marketing
plans. The marketing gurus keep
telling us that is costs 5 or 6 times
more to win a new customer than it
does to get an existing customer to
come back and buy from you again.
That being the case, marketing directly
to your existing customers makes good
business sense because customers
who have purchased from you before
will be more interested, curious even,
to find out why you're contacting them.

Why then do so many business owners
overlook this obvious opportunity? Is
it because we feel we're already too
busy to add anything else for that
customer? Is it because we don’t
know how to capture the all-important
customer details heeded to make this
strategy work? For the most part, we
don’t set up systems like this because
it seems more important (and
sometimes easier) to concentrate on
continually pursuing new prospects,
instead of tapping into the hottest list
in town - your existing customers.

The Database Process

What is the process then? Simple,
gather names and addresses from
every single customer (or soon-to-be

customer) to create your database. In
doing so, you'll be building your most
valuable asset. In fact, an asset so
valuable it can be sold in the future.

Many business owners shy away
from creating a customer database
thinking it will be too difficult. In actual
fact it simply involves is a few easy-
to-ask questions about the customer
including name and email address.
You can also ask questions to track
other important information, such as
the source of your inquiries (thisinturn
can help you make better decisions
regarding your marketing strategy).
For example: “And before you go, can |
just ask, how did you hear about us?”

Other ways to capture this information
is via regular prize draws. Give away
something your customers would love
to have and ask your team members to
encourage every customerto complete
an entry form or drop a business card
in a bowl. Other information you can

he Four Ways to Grow Your Business O &

gather includes what was purchased
and customer profile information
including age, income, occupation etc.

To measure the financial impact
of successfully marketing to your
customer database let’'s assume you
have 875 customers who visit you 4
times a year and spend $100 each
time they visit - maybe a hairdresser,
restaurant or clothing shop. Based on
a few assumptions such as an 80%
profit margin what would happen to
your sales and profits if you could get
the customer back one more time
each year?

The chart illustrates your sales would
increase by $87,500 and your profit
would increase by $25,000.

Clearly, your customer database is
gold and you need to start mining it to
reap the rewards.
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Host Relationships Produce a Win-Win

‘Host Relationships’ are basically
relationships between non-competing
businesses who deal with the same
type of ‘ideal’ customers. Essentially
both parties formally agree to refer
their customers to each other. For
example, a hairdresser may form
a host relationship with a beauty
therapist to reach mutual clients for
hair and beauty products including
special offers. Both businesses can
market their products and services to
each other’s clients.

‘Piggyback’ Mailings to
Save Money and Reach
the Target Market

Imagine if you established a host
relationship with another business
who is willing to send a direct mail
campaign to their customer database
(your ideal type of customer), fully
endorsing your business. This simple
strategy can save advertising dollars,

reach your target audience and
dramatically increase your response
rate. In turn, you would endorse their
business to your customers. Ready
made lists of well-qualified potential
customers are available from non-
competing businesses and all you
have to do is tap into them.

Remember that people are four times
more likely to buy when they are
referred by someone they know. Being
referred to you by a business they trust
increases the customer’s willingness
to buy from you, because they now
consider you someone they ‘know’.

So How Do You Make it
Work For Your Business?

To establish a host relationship for
your business, start with the following
exercise. Write down a list of the
businesses that serve your ideal type
of client or customer. For instance, if

-

your target is business owners, think
of businesses that all businesses deal
with (e.g. stationers, office furniture
retailers, computer suppliers). If you're
looking for individual customers,
think about businesses that service
that particular demographic. (e.g. 20-
30 year old women would frequent
hairdressers, beauticians, gyms, nail
technicians, waxing salons, nightclubs
and fashion stores).

PLEASE NOTE OUR OFFICE WILL BE CLOSED

FOR THE CHRISTMAS PERIOD FROM
FRIDAY 21ST DECEMBER 12PM

AND WE WILL RE-OPEN ON

MONDAY 7TH JANUARY 2013 AT 8.30AM.

The team at Linda McGowan Pty Ltd wish you safe
and happy festive season and we look forward
to working with you in 2013.

LINDA
McGOWAN

Strategies & Solutions for Business
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L l N DA 1st Floor, 52 Holmes Street,
Brunswick 3056

M ( ; OWA N ] Phone: 03 9383 2700
JAA N LALIN Fax: 03 9383 2766

Strategies & Solutions for Business  www.lindamcgowan.com.au

IMPORTANT DISCLAIMER: This newsletter is issued as a guide to clients and for their private information. This newsletter does not constitute
advice. Clients should not act solely on the basis of the material contained in this newsletter. Iltems herein are general comments only and
do not convey advice per se. Also changes in legislation may occur quickly. We therefore recommend that our formal advice be sought before
acting in any of these areas..




