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Change is a constant in business. But when faced with
exceptional events, leaders need to take a hard look at their
tools, systems, processes and—most important—strategies.

Steering a company during uncertain times
requires an analytical approach with an emphasis
on visibility, control and agility.

You need visibility into cash flow, receivables,
projects, inventory and operational risks. You

need prudent advice, a list of potential sources of
capital and a single-minded forward-focus. With so
many critical decisions to make, you need the right
numbers, and you need them right now.

Not all businesses are affected equally. In this
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guide, we'll lay out a framework for leaders whose
companies are viable but who recognise that
they must substantially change their approach to
remain as healthy as possible.

For those businesses, we recommend examining
three questions:

- What can you see right now?
« What can you control now?
« How can you be agile to change now?
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Visibililty: Take Stock of the Situation

Access to capital is important at all times,

but crisis events make it more critical. A fall

in demand or supply chain disruption has an
immediate effect on cash flow. Unless you have
reserves, liquidity can become a problem. That's
particularly true for smaller companies, which
often require access to credit lines as part of
normal operations.

The good news is that these companies have
existing relationships with credit providers, and
therefore have the connections needed to open
discussions.

Take stock of resources on hand, pending
liabilities and outstanding receivables. Then
make a best guess estimate of how much cash
you'll need to sustain operations for various
timeframes, based on your estimate of how
long it will be until you can resume normal
operations.

With accurate, up-to-date
financial data and “what-if”
scenarios in hand, you can
determine what steps you
need to take.

With accurate, up-to-date financial data and
“what-if” scenarios in hand, you can determine
what steps you need to take. The nature of the
crisis will dictate how willing suppliers, landlords,
lenders, tax authorities and insurers are to work
with you. Each has a vested interest in the long-
term health of your business and may be willing
to help by decreasing, extending or deferring
payments.

Visibility Checklist

- Update your balance sheet to determine

total assets (bank, accounts receivable,
unbilled receivable, other) with an
emphasis on liquidity (cash on hand).

- Determine liabilities (accounts payable,

credit and other) with an eye to which
payments may be put off.

- Determine your short-term cash

requirements.

- Evaluate receivables risk in light of

current business conditions with the
expectation that:
—-Days sales outstanding (DSO) will
increase and

—Bad debt write-offs may also
increase.

- Run some tabletop exercises based on

the most-likely scenarios to quantify
the impact to your P&L, cash flow and
balance sheet of short-, medium- and
longer-term disruptions.
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Government Stimulus Package Resources

Australian government agencies

are making funds available to help
businesses cope with the COVID-19
pandemic. While the nationwide
legislative response landscape continues
to evolve, here are a few resources for
companies interested in applying for
grants, loans and other assistance:

Federal Government Programs:

Here are federal government programs
supporting Australian businesses to
manage cash flow cha lenges and retain
employees.

- JobKeeper and JobSeeker Payment
Program: To keep employees in their
jobs, businesses significantly impacted
by COVID-19 can now claim a

. Meanwhile
eligibility rules have been temporarily
updated to make it easier to claim for
JobSeeker payments. More
information can be found by visiting

- Cash Flow Boosts for Employers: The

Australian government will provide
to small-

to-medium businesses and nonprofits.
Eligible businesses will receive two tax-
free payments between $20,000 and
$100,000 in total credits in the activity
statement system, when they lodge
their activity statements.

- Business Investment Backing: The

government has also announced a time

limited

to
businesses with a turnover of less than
$500 million.

- Temporary relief for financially

distressed businesses: The Australian
government has

on
companies and the time companies
have to respond to statutory demands
they receive.

- Support for Coronavirus-affected

regions and communities: The
government has set aside $1 billion to
support Australian regions significantly
a ected by the COVID-19 outbreak
including regions greatly reliant on
tourism, agriculture and education. For
more information about this initiative,

State Programs: Australian states and
territories have setup their own business
assistance programs. Details can be
found by visiting their websites.

. States: , ;

and

. Territories: and

. .., - e —
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https://treasury.gov.au/coronavirus/jobkeeper
https://treasury.gov.au/coronavirus/jobkeeper
https://www.servicesaustralia.gov.au/individuals/news/were-changing-some-rules-make-it-easier-claim-payment
https://treasury.gov.au/sites/default/files/2020-04/fact_sheet-boosting_cash_flow_for_employers.pdf
https://www.business.gov.au/Risk-management/Emergency-management/Coronavirus-information-and-support-for-business/Backing-Business-Investment
https://www.business.gov.au/Risk-management/Emergency-management/Coronavirus-information-and-support-for-business/Backing-Business-Investment
https://www.business.gov.au/risk-management/emergency-management/coronavirus-information-and-support-for-business/temporary-relief-for-financially-distressed-businesses
https://www.business.gov.au/risk-management/emergency-management/coronavirus-information-and-support-for-business/temporary-relief-for-financially-distressed-businesses
https://www.business.gov.au/risk-management/emergency-management/coronavirus-information-and-support-for-business/temporary-relief-for-financially-distressed-businesses
https://www.business.gov.au/Risk-management/Emergency-management/Coronavirus-information-and-support-for-business/Assistance-for-affected-regions-communities-and-industries
https://www.business.vic.gov.au/support-for-your-business/grants-and-assistance/business-support-fund
https://www.nsw.gov.au/news-and-events/news/health-boost-and-economic-stimulus/
https://www.wa.gov.au/organisation/department-of-the-premier-and-cabinet/covid-19-coronavirus-western-australian-government-response
https://www.business.qld.gov.au/
https://www.premier.sa.gov.au/news/media-releases/news/unprecedented-response-and-economic-stimulus-to-drive-sa-jobs,-economy-in-wake-of-bushfires,-coronavirus2
https://www.premier.sa.gov.au/news/media-releases/news/unprecedented-response-and-economic-stimulus-to-drive-sa-jobs,-economy-in-wake-of-bushfires,-coronavirus2
https://www.stategrowth.tas.gov.au/news/government_stimulus_package
https://nt.gov.au/news/2020/economic-stimulus
https://www.accesscanberra.act.gov.au/app/answers/detail/a_id/28/~/business-advice%2C-grants-and-assistance

Control: Determine Immediate Priorities

In difficult circumstances, it's wise to pay
attention to the basics: process, performance
and people. Let’s look at each.

Process: Most businesses operate on a
12-month budget cycle and manage to strategic
plans with longer timeframes. But during
periods of extreme uncertainty, the focus must
shift from long-term to immediate priorities:
Make payroll, cut costs, maintain liquidity.

How you define priorities will influence decisions
going forward. Communication is critical now.

In times of crisis, people are worried. The more
you establish clear goals and objectives, the
better your team understands where they stand
and what they need to accomplish.

Remember: During periods of growth,

some level of inefficiency is tolerable. When
companies need to contain costs, this isn't an
option. As you manage through a downturn,
eliminating inefficiencies by redesigning sloppy
processes and/or automating manual tasks
can improve cash flow in the short term and
better position your company for growth in the
long term.

Process Checklist

- Use a 30- to 45-day window for purposes
of planning immediate actions. Develop
contingencies based on a variety of
assumptions for actions you may need to
take beyond that.

- Evaluate multiple scenarios during the
planning process:

—How will we fund operations if business
conditions don't improve?

—How will our priorities change if business
conditions become more difficult?

- Are there changes we can make that will
improve our position for the short term?

- Review budgets to ensure you're not
spending now for future initiatives that may
not happen.

- I[dentify sources of cash, even if you don't
need them yet.

- Start to work out payment terms with
suppliers and other accounts payable to
maximise available cash.

- Financial controls are important now,
especially around cash-related functions
and reconciliation. Some key steps to control
expenses:

—Put an approval process in place for all
expenditures,

—Reconcile all bank and supplier statements

—Set alerts for late payments so you can
proactively take necessary actions.
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Performance: Monitoring key performance RS
indicators (KPIs) is particularly important when
dealing with economic uncertainty. To edit

Peter Drucker’s famous quote slightly, you can't Performance ChGCkhSt

manage what you can’t measure. KPIs help - We've mentioned DSO, also called days
leaders spot performance issues while there’s receivable. That is, how many days, on
still time to adjust. average, it takes your customers to pay
And not only do you need to track KPIs, you invoices. The lower this number, the
need to do it in near-real-time; standard monthly better, but in times of crisis, expect at
or even weekly reports don't give you the gift of least some customers to deviate from
an early warning. average. Address delays promptly.

While normally associated with
manufacturing, most businesses

will benefit from tracking cycle time,
that is, the time it takes from the

start of production to when an order
is complete. If you're in a position
where your product or service is still
in demand, customers likely want it
yesterday. Reducing cycle time allows
for a shorter lead time, thus increasing
customer satisfaction and ultimately
cash flow.

“You can’t manage
what you

can’t measure.”

— PETER DRUCKER

Time to close books refers to how
many days it takes your finance team
to produce a P&L statement, balance
sheet and other analyses so that

you can understand your current
cash position. Again, this should

be measured in days, not weeks or
months.

Other KPIs that increase in criticality
during a crisis: gross profit margin,
customer satisfaction and general and
administrative costs as a percentage of
current revenue.

© Oracle | Terms of Use and Privacy Page 6


https://www.oracle.com/legal/copyright.html
https://www.oracle.com/legal/privacy

People: Critical events can be destabilising for
employees, and that can reduce productivity —
exactly what you don't need in a crisis. Frequent
communication that addresses the concerns

of front-line employees is a hallmark of good
management.

Let people know what's happening in the business,
even when the news isn't great.

Engagement will help reduce turnover. Losing
experienced, productive team members makes it
more difficult to succeed when the situation returns
to a more normal footing. Doing what you can to

retain people, to the extent possible, will put you in a

much better position to compete going forward.

People Checklist

- For leaders who need to slash labor costs,
consider strategies such as cutting hours or
offering unpaid leave or furloughs rather than
layoffs. Some companies temporarily reduce
salaries based on ranges, with the lowest-paid
workers losing less than executives.

- Investigate government programs aimed at
stabilising unemployment. An example is work-
sharing, where some or all employees’ hours are
cut versus laying them off. Those employees may
then receive unemployment benefits proportional
to the reduction in hours.

- If you do need to lay off workers to keep the
business viable, determine what if any support
you can offer, and ensure you're in compliance
with government regulations.
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Pandemic Scenario Planning

I
Business leaders looking to run tabletop When constructing best- and worst-case
planning exercises to determine various scenarios, consider:

scenarios of how COVID-19 could play out

FavE ESeUEEs, - Reported incidents of COVID-19 in the areas

where you do business

- Inside Higher Ed :
. State-of-emergency declarations by

government officials that will affect funding
and your ability to conduct operations if
you're not deemed an essential business.

from an
expert who's taught scenario planning
to business school students, corporate
executives and military officers for several
decades. It's based on three plausible
scenarios with assessments on the relative Key dates by which decisions that need
likelihood of occurrence provided by to be made to, for example, invoke

a force majeure clause to cancel a

contract

or make a . .
go}ano go decision
on a large purchase or event.
- PWC offers
for setting up a COVID-19
response. - Self-reporting by employees regarding

potential exposure.
- Bain & Company

including a model - Key dates by which decisions that need to
for business leaders to estimate their be made to, for example, invoke a force
exposure to the coronavirus fallout and test majeure clause to cancel a contract or make
their P&L and liquidity. a go/no go decision on a large purchase or
event.

- A Wharton professor of operations,
information and decisions
that the pandemic’s
evolution could take, from “still normal” to
the somewhat alarming “pale horseman.”
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https://www.insidehighered.com/views/2020/03/13/using-strategic-thinking-and-scenario-planning-deal-coronavirus-opinion
https://www.insidehighered.com/views/2020/03/13/using-strategic-thinking-and-scenario-planning-deal-coronavirus-opinion
https://www.mckinsey.com/business-functions/risk/our-insights/covid-19-implications-for-business
https://www.mckinsey.com/business-functions/risk/our-insights/covid-19-implications-for-business
https://www.pwc.com/m1/en/publications/covid-19/considering-the-potential-business-impacts-covid-19-outbreak.pdf
https://www.pwc.com/m1/en/publications/covid-19/considering-the-potential-business-impacts-covid-19-outbreak.pdf
https://www.bain.com/insights/ceo-plan-for-coronavirus-actions-to-take-now/
https://www.bain.com/insights/ceo-plan-for-coronavirus-actions-to-take-now/
https://knowledge.wharton.upenn.edu/article/why-are-the-markets-collapsing-how-bad-will-covid-19-really-be/
https://knowledge.wharton.upenn.edu/article/why-are-the-markets-collapsing-how-bad-will-covid-19-really-be/

Agility: How Can You Change to Win?

Crises are challenging, but they don't last forever.
Eventually, there’s a new normal. While some
companies struggle to stay in business, others end
up perfectly positioned when opportunities for
growth appear.

How do they do that? Creativity.

- LOUIS PASTEUR

Once you have a handle on short-term issues, think
about how to position your company for success
when economic conditions stabilise and growth
returns. Leaders who can take a deep breath and
focus their best and brightest on reimagining
products and services will be positioned to win.

Remember: Switching up products and services is a
challenge during growth periods. A slowdown can be
the perfect time to implement innovative ideas.

Capital may be in short supply, but opportunities for
investment will be plentiful, whether through internal
initiatives, acquisitions or newly formed strategic
partnerships. It's possible that cash is cheap, acquisition
targets are available for bargain prices and suppliers will
offer attractive terms to sign on new business.

It is vital that business leaders carefully time
investments with an eye toward recovery, to position
themselves to take full advantage of the growth that
inevitably returns.

Agility Checklist
- Employees know your business and customers,

so consider crowd-sourcing ideas on how to
generate new revenue.

- Think about areas where you faced hiring
challenges a few months ago, and train
employees in the skills you'll need when growth
returns.

- Look at new ways to combine your products
and services as well as how to enhance them,
such as by adding premium levels or even
changing to an as-a-service model to begin
generating monthly recurring revenue.

- Rethink pricing strategies. The classic tactic of
setting marginal revenue equal to marginal cost
(MR =MQ) still works in some cases, but read
up on how software companies are succeeding
with product-led growth, or how you could
bundle free durable components with by-
subscription consumables.

- Analyse what new or underserved markets you
could break into.

- Wring out as many supply chain efficiencies as
possible, including adding diversity of suppliers.

« Talk to your CIO and COO about technical or
process advances on their wish lists. This might
include canceling capital-intensive technology
purchases in favour of as-a-service options that
deliver more flexibility or retooling a paused
assembly line to add automation.
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Bottom Line

All major crises change things in the short term, of the guessing out of the equation? NetSuite
and then for the long term. Managing through helps business reduce uncertainty by providing
uncertainty is an art and a science. Keep tight control real-time, anywhere, visibility and control of

of cash and an eagle eye on the balance sheet. your financials, payroll, projects, inventory and
Listen to employees, customers, shareholders and suppliers. With insights into your business now,
other stakeholders. Communicate. Be honest and you can make smarter decisions with confidence.

transparent to the extent possible. Think different so

that when the crisis is over, your company is poised

for success. NetSuite helps
business reduce
uncertainty

Understanding the fundamental needs of your
customers will help you deal with unknowns and new
scenarios as they play out. What if you can take some
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