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‘Takea good look at existing business plans and
create targets. Report: Jeanne-Vida Douglas

® It was a difficult quarter for the managing
director of Micromine, Graeme Tuder. After
expanding the business by 60 per cent in
2008, the mining software company had a
lot of orders and increased staffing levels in
preparation for another bumper year.

Then credit markets froze, the stockmarket
swan-dived and commodities tumbled from
record highs. All this left smaller mining
companies scrambling for investors and larger
companies putting projects on hold until business
sentiment and commodity prices recover.

“We haven’t had much cancelled outright but a
lot of projects have been put on hold until further
notice,” Tuder says. “So while we were ramping
up for another year of strong growth, we're now
restructuring to focus on growth markets.”

With work still coming, but not at the speed
which had been expected, Tuder has had to put
off staff and redouble efforts in markets such
as China, Russia and Brazil, where demand has
softened only slightly.

“There is work on and we will grow next year,
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but just not in the way we had planned,” Tuder
says. It is a nice problem to have, given many
Australian businesses are facing a significant
slowdown in demand, and perhaps even
negative growth, through 2009.

The first thing business owners need to do is
to stop worrying and take a well-considered,
pragmatic look at their business plan, business
coach and author Louise Woodbury says.

“We can easily buy into the fear of the future
but what we actually need to do is take a step
back and look for the opportunities that are
created in times like this,” she says. “I'm advising
people to take a very deliberate approach to
their business plan, to create a target for the next
12 months and divide it into opportunities which
can be turned around in periods of 12 weeks.”

Rather than looking frenetically for new
business, Woodbury suggests managers
concentrate on existing clients and contacts, and
look for ways to ensure that these relationships
survive the economic storm. In a similar vein,
she suggests avoiding staff cuts wherever

possible, thus avoiding losing the experience
and relationships skilled staff take with them
when they leave.

“Times like this are a real wake-up call for
businesses to assess the resources they have
available,” she says. “Now is the time to get
the whole company aligned and focused on
a common goal and a common purpose. The
businesses that survive in times like this are
the ones that take the time to focus on the
challenges, create a plan to get through and take
the time to inspire staff as well.”

As liquidity, margins, productivity,
expenses, input costs, payment terms, profit-
to-loss ratios and staffing are all reassessed,
business coach Anne Sorensen says cash flow
is the one area in which managers need to
pay particular attention. “Reviewing payment
terms and ensuring projects are deposited are
a couple of simple ways to facilitate cash flow
in times like these,” Sorensen says. “Build on
relationships with existing customers using cost-
effective tools such as e-newsletters.”

Having survived two macroeconomic
downturns and a GST-induced spending
slowdown, Eagle Boys Pizza chain founder
Tom Potter says business owners need to move
quickly to rewrite their business plans to focus
on new spending patterns. “People will still be
buying food, but rather than spending $60 on a
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family meal, they will be looking at maybe $20
to $25,” he says. “The companies that will do
well will be those that provide a friendly option
in this price bracket. The ones that don’t get into
that zone will either lose customers or will have
to change in some other way to survive.”

Predicting that the current economic malaise
is likely to last at least two years, Potter suggests
businesses redraft their plans with a mid-term
outlook that accounts for a different profitability
equation than in previous years. “Let’s say you're
making profit on 70 per cent of your stock and
breaking even on 25 per cent,” he says. “You
may need to shift that ratio to 60 per cent profit,
40 per cent break even just to keep customers
walking through the door.”

In the current climate, consumers are actively
looking for less-expensive options and will
shift their allegiance to whoever caters to their
financial constraints and respects their wants,
Potter says. Ideally, businesses should have a
few different plans, beginning with a worst-case
scenario through to more favourable markets.

“The crowd is looking closely to what solutions
are being offered and at what price. Businesses
need to adjust to their requirements or lose them.
The bottom line is unless you have a really high-
end proposition you need to respond to where
the market is headed and be prepared to reassess
your strategy regularly as the market changes.”

@ ‘Fundamentally evil" is how Tim Cook, chief

operating officer of Apple — the United States consumer-
electranics company known for sleek gadgets, not

a slender supply chain — describes inventary.

On Cook’s watch, Apple holds just 10 days of total
inventory. This, and not just the high price of iPods and
iPhones, is why Apple has a 16 per cent profit margin,
twice that of rival HP, It is also why businesses are being
urged fo be more like Apple to see out a fough year ahead.

Transforming an also-ran transport, purchasing and
warehousing operation into an industry-beating one
can halve supply-chain costs as a percentage of sales,

a partner at Melbourne supply-chain consultancy GRA,
Carter McNabb, says. “A lot of businesses, when things
get tough as they are at the minute, often look at short-
term fixes," he says. “They reduce headcount, freeze
expenditure or don't run promotions. But if they do things
smarter in the supply chain, there is typically quite a bit
of opportunity there. And the reason being is that supply
chains, by their nature, are complex — lots of transactions,
lots of products, lots of locations, lots of customers — so
most businesses tend to manage their supply chains
with reasonably unsophisticated approaches.”

A common example is to manage inventory by
holding a supply of stock, based on historical demand.
“The problem with that is it is an averaging technique,”
McNabb says. “You end up with too much in some lines
and too little in others.”

A better approach is to exploit advances in supply-
chain planning, optimisation and execution technology to
work backwards from a service-level goal for satisfying
customer demand, he says. “{You] typically have an
opportunity, from an inventory perspective, to extract a fair
amount of cash and return it to the business, while at the
same time improving stock availability or level of service.”

Good times tend to divert management attention
elsewhere, notes Salil Parekh, Asia-Pacific head of
Capgemini, a business-technology consultancy. “There
was so much growth to be had in the last three or four
years for companies at large, there was great focus on
time to market and catch-up with the growth; less on
efficiency,” he says. The trouble is that since growth
has stalled, management has the attention but not
the spare cash to devote to the supply chain.

McNabb's rule of thumb is that businesses turning
over $50 million or more annually should beg, borrow or

steal to buy the necessary tools, given the potential gains.

For smaller businesses, it depends on what they do. So
even a $25 million-a-year logistics business should keep
putting advanced warehousing and scheduling systems
high on its to-do list.

There are things all businesses can do at minimal cost.
One is renegotiate supplier contracts. Online auctioneer
GraysOnline.com.au recently consolidated multiple
delivery contracts into a single one with Australia Post.
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