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Aim and Objective of the Day
How best to utilise financial information to assist 
in practical strategic business decision making 
within the constraints of the current economic 
environment



Where We Are Now - The Facts

• Global economic downturn and 
widespread recession

• Restriction of credit
• Fall in consumer confidence and 

spending
• Price deflation
• Exchange rate pressures
• Competition from imported goods
• Retraction of businesses 
• Redundancy / pay freezes / pay 

reductions

“The trouble with facts is that there are so many o f them”
Samuel McChord Crothers



Recognising the Problem

Many businesses have never experienced a recession 
before and may not be armed with the skills to identify 
problems at an early stage or, once identified, to take 
proactive corrective measures to alleviate the problems.



Symptoms of a Business in Trouble
• Cash starvation
• Margin erosion / losses
• Loss of market share and customer 

base

Causes of Business Failures
• Inadequate Management Information 

Systems (MIS) 
• Management and organisational 

inefficiencies 
• Failing to listen to customers
• High cost base
• Unsustainable business model



Back to Basics

For business owners to make informed decisions, 
having accurate, timely and relevant financial 
information is of paramount importance

Know the basics – turnover, margins, net profit, 
costs and key performance indicators

Put simply:  all you need are details on revenue 
and costs, and revenue must exceed cost for a 
business to be viable

“The most successful man in life is the man who has  the best information”
Benjamin Disraeli



The Tools

The Balance Sheet
Provides an overview of the current financial position -
comparing assets to liabilities

The Trading, Profit and Loss Account
Provides an overview of the income coming into and 
expenses going out over a period of time

The Cash Flow Statement
Provides the explanation for what happened to a critical 
business asset – cash, how this has been generated and 
consumed



Financial Ratios and 
Performance Indicators

• Depending on your business, emphasis may 
be placed on different financial indicators but,  
the same financial methods can be used 
across all business sectors

• Ratios and key performance indicators are 
used to interrogate and interpret your financial 
statements with a view to providing you with a 
better understanding of what your financial 
statements are telling you about your 
business

• The validity of conclusions reached from an 
examination of your ratios ultimately depends 
on the quality and accuracy of your financial 
statements

• Benchmark your results against those of the 
best in your industry



Key Financial Ratios

Profitability Indicators

• Gross Profit Margin
• Net Profit Margin
• Business Breakeven
• Return on Share Capital 

Debt Indicators

• Current Ratio (Working 
Capital Ratio)

• Quick Ratio
• Debt Equity Ratio

Performance Indicators

• Debtors Days
• Creditors Days
• Stock Turnover
• Key overhead percentages



Change & Opportunities

• The ability to adapt to 
changing times is key to 
survival

• Even in challenging markets 
businesses can grow 

“If we don’t change direction soon, we’ll end up wh ere we are going”
Irwin Corey

The four basic personality types



Surviving in 2009

The keys to surviving 2009 lie in: 

• The successful management of cash flow 

• Familiarising yourself with customer needs

• Being flexible and identifying or responding to market 
changes faster than your competition

• Being innovative

• Engaging with staff

“I can’t promise the secrets to success, but I do b elieve in the certainty 
that failure lies in doing nothing”



Managing Cash Flow

Cash is the life-blood of the business

In seeking to effectively manage cash flow, business owners 
must focus on:

• Stock Control
• Debtor Management
• Creditor Management
• Overhead Expenses

“Money is better than poverty, if only for financia l reasons”
Woody Allen



Tips
• Reduce costs, not prices
• Be flexible – eliminate 

hierarchical structures
• Monitor performance indicators 
• Know margins everything you 

do
• Look after your existing 

customers
• Differentiate with regard to 

customer experience
• Incentivise large orders
• Pre approve expenditure and 

eliminate wastage
• Renegotiate terms with your 

suppliers
• Engage and involve staff


