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KEY TAKEAWAYS

Understanding the primary reasons businesses fail helps prevent them.

SWOT (strengths, weaknesses, opportunities, and threats) analysis is crucial.

Effective cash flow management can save your business from financial pitfalls.

Setting clear strategic goals can guide your business towards recovery.

Allocating resources wisely ensures efficient operation and sustainability.

Running a business is not easy. Entrepreneurs face many problems and obstacles that, if not
addressed, can lead to business failure.

Understanding these challenges is the first of our 8 Steps to Save a Failing Business.
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STEP 1: UNDERSTAND WHY BUSINESSES FAIL
Let’s explore some of the common reasons businesses fail and how to recognise the early
warning signs.

1a. Common Reasons Why Businesses Fail

Businesses fail for a variety of reasons, but some causes are more prevalent than others.
Poor financial management, lack of a solid business plan, and inadequate market research
often top the list.

Besides that, not adapting to market changes and ignoring customer feedback can also lead
to downfall.

For instance, a company that fails to budget appropriately may overspend and find itself in a
financial crunch.

Similarly, a business that doesn’t keep up with market trends may lose its competitive edge.

In order to save your failing business, you need to understand the common pitfalls and errors
and how to avoid them.

1b. Recognizing Early Warning Signs

Recognizing the early warning signs of business failure can be a game-changer. Some signs
include dwindling cash reserves, declining sales, and increasing customer complaints.

If you notice these, it’s time to take action.

“A stitch in time saves nine.”
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Spotting issues early allows you to address them before they escalate into major problems.

1c. Impact of Poor Financial Management

Poor financial management can have a catastrophic impact on your business. It can lead to
cash flow problems, inability to pay debts, and ultimately, bankruptcy.

Therefore, it’s vital to maintain accurate financial records, monitor cash flow, and create
realistic budgets.

A business that doesn’t keep track of its expenses may find itself overspending and running
out of money.

This can be avoided by implementing effective financial management practices.

STEP 2: ANALYSE YOUR BUSINESS
Before you can develop a plan to save your business from failure, you need to analyse your
current situation.

Understand your strengths and weaknesses, evaluate your financial health, and assess your
market position.

Identify what your business does well and areas where it can improve.

Analyse your financial statements to understand your cash flow.

Research your market position to identify opportunities and threats.

2a. Conduct a Comprehensive SWOT Analysis
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A SWOT analysis is a powerful tool for identifying your business’s strengths, weaknesses,
opportunities, and threats.

By understanding these elements, you can develop strategies to leverage your strengths and
address your weaknesses.

2b. Evaluate Financial Health and Cash Flow

Evaluating your financial health involves analysing your balance sheet, income statement,
and cash flow statement.

This will help you understand your current financial position and identify areas that need
improvement.

2c. Assess Current Market Position

Three key factors in assessing your market position are market share, customer feedback,
and industry trends.

Factor Considerations

Market Share How does your market share compare to competitors?

Customer Feedback What are customers saying about your products or services?

Industry Trends Are there new trends that you can capitalise on?

By assessing these, you can identify opportunities for growth and areas that require
attention.

https://www.mindtools.com/amtbj63/swot-analysis
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STEP 3: DEVELOP A PRACTICAL RECOVERY PLAN
After you’ve analysed your business to determine why and how it’s failing, it’s time to
develop a recovery plan.

This should include redefining your strategic goals, creating an actionable timeline, and
allocating resources effectively.

3a. Redefine Strategic Goals and Objectives

Redefining your goals involves setting clear, achievable objectives that align with your vision.

Make SMART goals – specific, measurable, attainable, relevant, and time-bound.

These goals will guide your business decisions and help you track progress.

3b. Create an Actionable Implementation Timeline

Develop a timeline that outlines the steps you need to take to achieve your goals.

This timeline should include milestones and deadlines to keep you on track.

3c. Allocate Resources Wisely

Resource allocation is crucial for the success of your recovery plan.

Ensure you have the right people, tools, and finances in place to support your objectives.

https://corporatefinanceinstitute.com/resources/management/smart-goal/
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STEP 4: ACHIEVE FINANCIAL STABILITY
Financial stability is the backbone of any successful business. Without it, your business may
struggle to cover expenses, pay employees, or invest in growth opportunities.

To get your business back on track, it’s essential to adopt effective financial management
strategies.

By completing Step 2: Analyzing Your Business, you will understand your current financial
position and be ready to make informed decisions and realistic strategies to achieve financial
stability.

4a. Streamline Operating Expenses

Operating expenses can quickly add up and impact your bottom line.

To streamline these, analyse your current operational costs. Identifying unnecessary or
inefficient use of resources.

These costs may include raw materials, inventory, equipment rent, maintenance, and
utilities, as well as staffing and technology.

By taking proactive steps to streamline expenses, you can free up time and money for other
essential areas of your business.

4b. Explore Alternative Financing Options

When cash flow is tight, exploring alternative financing options can provide the necessary
capital to keep your business running smoothly.
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Consider options such as business lines of credit, small business loans, or even crowdfunding
to raise funds.

Each financing option has its pros and cons, so it’s important to research and choose the one
that best fits your business needs.

For instance, a business line of credit offers flexibility, allowing you to borrow as needed,
while a small business loan provides a lump sum that can be used for specific projects.

4c. Enhance Cash Flow Management

Effective cash flow management is crucial for maintaining financial stability.

Start by forecasting your cash flow to anticipate future needs and avoid potential shortfalls.

This involves tracking your income and expenses, setting realistic budgets, and monitoring
your accounts receivable and payable.

Additionally, consider offering discounts for early payments to encourage prompt customer
payments. Implement strict credit control measures to minimise bad debts.

By enhancing your cash flow management, you can ensure your business has the funds it
needs to operate efficiently.

STEP 5: ADOPT AN ADAPTIVE BUSINESS STRATEGY
Adaptability is key to survival and success. Businesses that can quickly adjust to market
changes and embrace new technologies are more likely to thrive. By fostering an adaptive
business strategy, you can position your business for long-term success.
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5a. Embrace Innovation and Technology

Innovation and technology can provide a competitive edge, helping your business stay
relevant and efficient. Consider adopting new technologies that streamline operations,
improve customer experiences, or enhance product offerings.

For example, implementing a customer relationship management (CRM) system can help you
manage customer interactions more efficiently. Investing in e-commerce platforms can
expand your market reach.

By embracing innovation, you can drive growth and remain competitive in your industry.

5b. Adjust to Market Changes

Markets are constantly evolving, and businesses must be prepared to adjust their strategies
accordingly.

Stay informed about industry trends, competitor activities, and customer preferences to
identify opportunities and threats.

For instance, if you notice a shift in consumer demand towards eco-friendly products,
consider adapting your offerings to meet this demand.

By staying agile and responsive to market changes, you can capitalise on new opportunities
and mitigate potential risks.

Besides that, regularly reviewing and updating your business plan can help ensure your
strategy remains aligned with market conditions.

This proactive approach can prevent your business from falling behind and help you maintain
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a competitive advantage.

5c. Develop Resilience to Economic Shifts

Economic shifts can present significant challenges for businesses, but those that develop
resilience are better equipped to weather these storms.

Start by building a financial cushion, such as an emergency fund, to cover unexpected
expenses or revenue shortfalls.

Additionally, diversify your product offerings and revenue streams to reduce reliance on a
single source of income.

This diversification can help buffer your business against economic fluctuations and provide
stability during challenging times.

Lastly, foster a culture of continuous improvement within your organization.

Encourage employees to identify and implement process improvements, and regularly review
your business operations to ensure efficiency.

By developing resilience, your business can adapt to changing economic conditions and
emerge stronger.

“When performance is measured, performance improves. When performance is measured and
reported, performance improves exponentially.” – Pearson’s Law
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STEP 6: STRENGTHEN CUSTOMER RELATIONS AND MARKET PRESENCE
Building strong customer relationships and maintaining a robust market presence are
essential for business success.

Satisfied customers are more likely to return and recommend your business to others, while a
strong market presence can attract new customers and increase brand recognition.

6a. Improve Customer Service and Engagement

Exceptional customer service is a key differentiator in today’s competitive market.

Focus on providing personalized, responsive service that meets customer needs and exceeds
expectations.

Train your employees to be attentive, empathetic, and solution-oriented in their interactions
with customers.

Additionally, engage with customers through multiple channels, such as social media, email,
and in-person interactions.

This multi-channel approach allows you to reach a broader audience and build stronger
connections with your customers.

6b. Effective Marketing and Branding Strategies

Marketing and branding play a crucial role in establishing and maintaining your market
presence.

Develop a comprehensive marketing strategy that includes both online and offline tactics to
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reach your target audience.

Use digital marketing tools, such as search engine optimisation (SEO), social media
marketing, and email campaigns, to increase brand visibility and drive traffic to your
business.

Creating a strong brand makes it easy for your customers to identify with you. Being
positively associated with quality and satisfaction will set you apart from competitors.

6c. Build a Loyal Customer Base

Loyal customers are invaluable to your business, providing repeat business and positive
word-of-mouth referrals. To build a loyal customer base, focus on delivering consistent value
and exceptional experiences.

Implement loyalty programs or rewards schemes to incentivize repeat purchases and show
appreciation for your customers’ support.

Gather, and act on, customer feedback to continuously improve your products and services.

By strengthening customer relations and market presence, you can create a solid foundation
for your business’s long-term success and growth.

STEP 7: INVEST IN LEADERSHIP AND TEAM DEVELOPMENT
Strong leadership and a skilled team are critical components of a successful business.
Investing in leadership and team development can enhance your organization’s capabilities
and drive performance improvements.

https://sproutsocial.com/insights/digital-marketing-tools/
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Focus on empowering your leaders with the skills and knowledge they need to guide your
business effectively.

Provide training opportunities and encourage continuous learning to keep your team engaged
and motivated.

7a. Empower and Train Employees

Empowering and training employees is essential for cultivating a capable and motivated
workforce.

Providing ongoing training opportunities helps employees acquire new skills and stay up-to-
date with industry trends.

Encourage your team to participate in workshops, seminars, and online courses to enhance
their knowledge and expertise.

Find opportunities to give them a degree of autonomy in their roles. Allow them to make
decisions and take ownership of their tasks.

This fosters a sense of responsibility and boosts confidence, leading to higher productivity
and job satisfaction.

Remember Pearson’s Law (see Step 5): regularly assess your performance and provide
constructive feedback.

Recognise and reward achievements to reinforce positive behaviours.

By investing in your team’s development, you create a strong foundation for your business’s
success.
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7b. Inspire Positivity and Motivation

A positive environment is crucial for maintaining morale and motivation.

Foster open communication and encourage collaboration among team members. This builds
trust and promotes a sense of belonging.

Lead by example and maintain a positive attitude, even during challenging times. Your
optimism can inspire your team to stay focused and committed to achieving business goals.

Set clear expectations and provide support to help employees overcome obstacles.

Implement team-building activities and social events to strengthen relationships and boost
morale.

A positive work environment leads to a motivated workforce. A motivated team is more likely
to be engaged, productive, and committed to the business being successful.

7c. Cultivate a Strong Company Culture

A strong company culture is vital for attracting and retaining top talent.

Define your values, vision and mission. Communicate your core values clearly. These should
guide decision making and behaviour.

Recognise and celebrate behaviours that reflect your culture.
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STEP 8: PREPARE FOR THE FUTURE
Surviving and turning your business around demands being proactive and continuous
improvement.

8a. Review Performance Regularly

Set measurable goals and track your performance.

Review the business regularly, assess your progress, identify areas for improvement, and
make the necessary adjustments to stay on track.

Monitor key performance indicators (KPIs), analyse market trends, and assess customer
feedback.

Use data and analytics to gain insights into your business operations and make informed
decisions.

8b. Manage Your Risks

Implement risk management strategies to protect your business from potential threats.

Identify risks and their potential impact, develop contingency plans, and regularly review
your risk management processes.

Effective risk management means you can minimise disruptions and protect your business
from unforeseen challenges. This proactive approach helps ensure your business remains
resilient and adaptable in the face of adversity.

Most companies are underinsured, and do not have the necessary cover to compensate for
consequential losses.

https://www.forbes.com/sites/melissahouston/2023/10/20/understanding-kpis-and-their-importance-in-your-business/
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Consider insuring against financial losses. Evaluate your needs. Choose cover that provide
adequate protection for your specific industry and operations.

Build strong relationships with key stakeholders, such as suppliers, customers, and investors.
This network can provide support and resources during challenging times, helping your
business recover and thrive.

8c. Plan for Sustainable Growth

Planning for sustainable growth involves setting realistic goals and developing strategies to
achieve them.

Build a solid foundation by strengthening your core operations and improving efficiency.

This ensures your business can support growth without compromising quality or customer
satisfaction.

SUMMARY & CONCLUSION
Running a business comes with many challenges. Failure is often a result of poor financial
management, lack of planning, and market misalignment.

Recognising the warning signs early (e.g. declining sales, cash shortages, and operational
inefficiencies) could make the difference between survival and total loss.

The 8 Steps to Save a Failing Business are:

1. Understand the Causes: Identify financial mismanagement, lack of market research, or
ineffective leadership contributing to failure.
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2. Analyse Your Business: Conduct a SWOT analysis, evaluate financial health, and assess
market position.

3. Develop a Recovery Plan: Set SMART goals, create a timeline, and allocate resources
effectively.

4. Achieve Financial Stability: Streamline expenses, explore financing options, and improve
cash flow management.

5. Adopt an Adaptive Business Strategy: Embrace innovation, adjust to market changes, and
build economic resilience.

6. Strengthen Customer Relations: Improve service, engage customers, and enhance brand
presence.

7. Invest in Leadership & Team Development: Train employees, inspire motivation, and build
a strong company culture.

8. Prepare for the Future: Regularly review progress, implement risk mitigation strategies,
strengthen core operations, and optimise efficiency.

Be proactive. Make strategic adjustments and take the necessary actions to overcome
challenges and increase or regain profitability.

“Success is the sum of small efforts, repeated day in and day out.” – Robert Collier
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FREQUENTLY ASKED QUESTIONS
If you have questions about how to turn your business around, you’re not alone. Here are
some of the questions I’m asked most frequently.

What are the early signs of business failure?

Early signs of business failure include declining sales, negative cash flow, increased customer
complaints, and high employee turnover.

If you notice these indicators, it’s time to take action to address the underlying issues and
prevent further decline.

How can a business improve cash flow quickly?

To improve cash flow quickly (without borrowing), you could

offer discounts for early payments;

have a fire sale and move inventory you won’t replenish;

sell off old, obsolete or surplus equipment;

sell fixed assets in a sale and leaseback scheme;

negotiate better payment terms with suppliers, and

reduce expenses (wages, rent, perks);

eliminate costs that don’t contribute to objectives;

increase cash sales with targeted marketing and opening new channels.

Longer term: Implement strict credit control to speed up cash receipts and reduce accounts
receivable. Combine that with paying suppliers earlier in exchange for discounts. This will
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massively improve both your balance sheet and profit and loss account. It will also make you
a better candidate for a business loan at a reasonable interest rate.

What role does innovation play in business recovery?

Innovation plays a crucial role in business recovery by providing new opportunities for growth
and differentiation. Embracing new technologies and processes can streamline operations,
enhance customer experiences, and create competitive advantages.

How important is customer feedback in a turnaround strategy?

Customer feedback is vital in a turnaround strategy as it provides insights into customer
preferences, needs, and areas for improvement.

Use this feedback to make informed decisions and tailor your products or services to better
meet customer expectations.

Regularly solicit feedback through surveys, focus groups, and social media interactions. Act
on this feedback to demonstrate your commitment to customer satisfaction and build
stronger relationships with your audience.

Addressing customer concerns promptly and effectively will enhance your brand reputation
and foster loyalty, which is essential for long-term success.

Can small changes really have significant impacts?

Yes, small changes can have significant impacts on your business. Incremental improvements
in processes, customer service, and product offerings can lead to increased efficiency,
customer satisfaction, and profitability.
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For example, implementing a simple change like optimising your website’s user interface can
enhance the customer experience and boost online sales. Similarly, adjusting your pricing
strategy can attract new customers and increase revenue.

By continuously seeking opportunities for improvement, you can drive positive change and
position your business for sustainable growth.
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