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Barry Jenner is a Chartered Accountant and Management Consultant specialising in
improving the profitability of road transport and associated businesses.
2009 was a challenging year and Mindshop highlighted that leaders should have been
focusing on five strategies: managing their cash flow, retaining their best people (and
exiting the worst), retaining their best customers (and exiting the unprofitable ones),
improving profit by removing waste (excess costs) and guarding their energy.
These five strategies took advantage of the recession and made changes that normally
business leaders did not want to do. Most businesses took the opportunity to right-size
and remove the obvious cost but almost all failed to leverage the recession to its
fullest in terms of waste reduction. Issues such as "consequences" and "leadership"
remained the sacred cows.
Mindshop asks: What are "consequences"? Everyone is fully aware that "failure to
implement" is their biggest issue. We are all capable of coming up with clever plans
but rarely do firms implement everything they set out to do. The primary reason for
this failure is that there are few, if any, consequences for missing your targets. It takes
courage to set and follow through on the consequences. If you achieve your goals
there needs to be positive consequences but if you don't, negative consequences need
to be applied. This policy needs to start at the top of the company.
What about "leadership" needs to change? Obviously the leader needs to set a good
example regarding their targets and accepting the consequences for not achieving
them. The leader also needs to guarantee that the shareholders can get the right return
on their investment. Profit needs to be locked in place, whatever remains is all you
have to run the business. This attitude forces the leader to take tough decisions. The
leader needs to be seen by all concerned as "firm but fair".
An independent review of overheads and operating costs is essential before the
economy takes off in 2010. Why put more business through an incapable system?
You will not meet your profit budgets without this review. Here is a check list of
opportunities. Tick the box next to the ones you have and then estimate the annual
cost/savings for each. What is your total? You should find the number is somewhere
between 10% and 20% of your annual sales (depending on how hard you cut in 2009).

Tick the
boxes
below

OPPORTUNITY

1. Remove poor performing staff
2. Remove unprofitable customers

ESTIMATED PRIORITY
VALUE

3. Remove waste in sales process
4. Remove waste in production/service
process
5. Reduce overheads
6. Achieve or exceed budgets
7. Remove inefficient suppliers
8. Increase average sales/customer by
20%
9. Improve cash collection by 20%
10. Other please specify
You have less than 12 months to free up this cash. You will need all of it to fund the
growth that is coming. Already cash flow is tightening, take action now. Get some
help as you will not make the time it needs. Your role is to make decisions, establish
consequences, and deliver on your budgets. There is a cost benefit; the savings you
make in 2009/10 will be there year after year.
The last question to ask yourself is "what barriers are there that are stopping me from
making a start on the waste reduction program"? Fix whatever issues come out of this
thought process. Keep asking the question until all the barriers are dealt with and then
just make a start. If you don't start within the next 5 days you probably won't. If you
do, increased cash flow, reduced risk, and the ability to fund your future growth are
your rewards.
Barry Jenner is a profit and business improvement specialist. Email:
bjenner@mindshop.com.au or phone 0418 821 183 any time.

