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small business

In an uncertain economic climate, 
what are the five key issues small to 
medium business enterprises need to 
address if they are to thrive and grow? 
Cameron Cooper diagnoses today’s 
business pressure points. 
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effective social media networks; explore new opportunities in 
growth markets such as Asia and beyond; promote a mental health 
and wellbeing plan for employees as part of a recruitment and  
retention strategy; and embrace technology and innovation as part 
of a strategy of sustainable growth. Hong says, “SMEs must move 
with technology and seize opportunities that make their company 
more effective and productive.” As SMEs prepare for the year ahead, 
there are five key business issues to address.

✪ Carbon tax

 Amid The gNAShiNg of teeth and general 
negativity over the carbon tax in Australia, 
some smart business owners are taking 
another tack – assessing how they can minimise its 

impact or even get an edge as a result of it. With the tax taking effect 
this month, West Australian archaeology consultancy Archae-aus 
has been focused on preparing for its arrival while simultaneously 
advancing its corporate social responsibility agenda. An adviser on 
cultural heritage issues to major resources companies, the business 
is installing solar panels at its Perth headquarters and supporting 
tree-planting programs to offset the air travel of its employees.

“It’s about being aware of what’s going on,” says Archae-aus 
managing director Fiona Hook, who sees green initiatives as good 
for business and morale. “Our business is beginning to track carbon 
outputs and then putting measures in place to counteract those.”

While the carbon tax will directly target only major emitters, 
accounting giant KPMG warns there will be flow-on effects for small 
business as the cost of carbon permits is passed through the supply 
chain. It advises business owners to assess any indirect carbon costs 
and to consider whether the enterprise is eligible for transitional 
arrangements or government assistance. To coincide with the tax, 
the federal government is offering a range of initiatives to cushion 
the blow for SMEs, including energy efficiency grants and funding 
to help eligible businesses reduce energy consumption. 

Eco-friendly printing operation Vega is on the front foot regarding 
its carbon footprint. The Victorian small business has for years   

In a market experiencing flat trading conditions and legislative 
changes, the 2012-13 financial year is shaping up as a crucial period 
for SMEs. Dr Caroline Hong, CEO of the SME Association of  
Australia, says while it is clear that “people are cautious”, it is crucial 
for the economy that business owners and consumers stay positive.

“We need to keep the cycle going,” she says. “We need to keep the 
spending going. We need to keep businesses going.”

This is true of a policy change such as the carbon tax, which takes 
effect from july 1. While it directly affects only 500-odd major  
emitters, the cost is expected to be passed on to smaller suppliers.

“There are small businesses that are seizing opportunities,  
particularly in an advisory capacity, to help people to be more energy 
efficient and to prepare for the carbon tax,” Hong says. “It’s about 
stepping out of the box and thinking differently.”

Other worrying issues that are weighing on the minds of SMEs, 
according to Hong, include a tight funding environment combined 
with ongoing cash-flow concerns. Trade payments figures released 
by Dun & Bradstreet only serve to highlight these concerns, with the 
company’s March 2012 quarter analysis putting the average time 
taken for the payment of bills by Australian firms at 52.6 days – that 
is a considerably longer than before the global financial crisis hit.

SMEs also need to be mindful of several significant changes due 
in the next 12 months. While Treasurer Wayne Swan failed to deliver 
on his promise to cut company tax rates in the May Budget, he did 
deliver a new tax break allowing the value of assets that small  
businesses can instantly write off to rise from $1000 to $6500. In a 
potential lifeline for struggling SMEs, the government will also let 
loss-making small businesses “carry back” their losses, allowing 
them to receive a refund from taxes paid in the previous year.  
However, with the rule applying to the loss a business makes in the 
2012-13 financial year, the measures are unlikely to provide a  
benefit until 2013 or 2014 after tax returns are finalised.

Changes to the way wages and salaries are taxed will also affect 
payroll compliance. Businesses are urged to do their homework, with 
a new American Express survey revealing that just 13 per cent of 
more than 1000 respondents were up to speed on existing tax breaks. 
jason Fryer, head of small-business services at American Express, 
says the confusion may see businesses pay too much tax. “under-
standing what concessions are available is just as important as being 
familiar with reporting obligations,” he says.

Hong offers further advice for SMEs – expand business networks 
and share information with colleagues and customers via cost-

Success in  
small business 
is a perennial  
David-and- 
Goliath battle. 
More than two million small and 
medium enterprises represent 99.7  
per cent of the nation’s actively trading 
businesses, according to the Australian 
Bureau of Statistics, but they struggle to 
compete with the big end of town for 
resources, funding and talent. 

The federal government  
is offering initiatives to  

cushion the blow of the 
carbon tax for SMEs
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been cutting its energy use and minimising waste. Commercial 
manager Robert Nugent believes such actions leave Vega well 
placed to withstand some imposts of the carbon tax.

“If you reduce your carbon footprint you’re reducing 
your costs and the amount of goods and services 
you have to sell to make a profit,” he says. “If you 
can save $10,000 on your energy bill a year, that 
goes straight to the bottom line.”

✪  Organic growth

 CriTicS lAbelled his business 
model a dud five years ago when Dean 
j Ramler set up an online business to 
sell replica designer furniture. “They  

told us we were absolutely crazy to think that people would ever buy 
furniture over the internet,” says Ramler, founder and chief executive 
of Milan Direct, an Australian-based company with operations 
across the nation’s capital cities, the united Kingdom and Europe.

“Everyone said you have to touch it, you have to feel it, 
test out the product and we said, no, that’s wrong. 

People these days are more frugal and time-poor, so 
everybody’s been jumping online and everybody 
wants pretty much the best deal.”

Milan Direct is defying the sceptics. Turnover  
for the company this year is expected to hit $12m,  

up from about $5m on the year before. The uS and Asia 
are next on Ramler’s hit list. As part of a goal to become the world’s 
largest online furniture store, Milan Direct is focusing on organic 
growth rather than acquisitions. “We were cash flow-positive  
from day one, profitable from day one and we’ve funded all our 
growth organically,” Ramler says.

Milan Direct’s strategy includes outsourcing any parts of the 
business that are not key strengths, including website design and 
warehousing. “We specialise in selling furniture and that’s what 
we’re great at and everything else is outsourced,” Ramler says. 

A recent Business Monitor survey by business management 
software provider MyOB highlights a trend towards organic growth 
on the back of tight international funding conditions. It reveals that 
many small and medium businesses are seeking to drive revenue 
through stronger customer relationships and product diversification. 
Forty-nine per cent of the 1000-plus respondents are aiming for both 
client and revenue growth in 2012, with a key strategy being to sell 
more products and services to an existing client base.

MyOB chief 
executive Tim 

Reed says SMEs 
must begin looking 

at geographic or 
product expansion and 

more online sales in 
order to be progressive, and 

he thinks smaller enterprises 
have a potential edge when  

seeking organic growth because of 
their close connection with customers.

“An important growth tactic is securing 
existing customer relationships. It’s about going 

back to people who have used their services and think-
ing of ways to better service them and build loyalty.”

MyOB’s research also indicates that 27 per cent of businesses 
with a website increased their revenue in the past 12 months com-
pared with 17 per cent of those without. “If customers can’t find you 
then there’s every chance they’ll go to another business,” Reed says.

At Milan Direct, Ramler and his team are now using their online 
strength and extended product lines to take on the mainstream 
suppliers such as Ikea and Harvey Norman. In creating a pure-play 
online business, he says Milan Direct has tapped into a sector with 
“purchasing momentum”. It also targets repeat customers through 
social media tools such as Twitter and Facebook, with about 40 per 
cent of buyers coming back for more. “you can’t just ignore social 
media,” Ramler says. “you really have to embrace it to gather your 
loyalty with your customer base.”

✪ Social media

 A word of wArNiNg for small and 
medium enterprises joining the boom-
ing social media community: “SMEs 
think Facebook is their friend, but it’s not,” says 

Simon Garlick, an internet marketing specialist at Adelaide firm 
Chilli Chocolate Marketing. “Facebook is an advertising  
company and it will take any information you give it and use that 
information to sell advertisements.”

That said, while social media sites such as Twitter and linkedIn 
continue to sign up legions of followers, Garlick says Facebook is 
still the big-ticket tool for businesses. Its interactive nature makes it 
ideal for small businesses wanting to communicate with customers. 
“Once upon a time, people searched for products and service provid-
ers in the phone book,” he says. “Now people search for products 

and service providers on Google. However, we’re moving to a world 
in which that function will be provided by our social networks. you 
should be using Facebook to drive people to your website, not the 
other way around.”

An International Business Report from advisory firm Grant 
Thornton says businesses are weighing up their return before using 
social media to promote products and services. The report says 
privately held businesses chiefly use social media to engage with 
stakeholders via advertising (31.9 per cent), connect with customers 
(18.8 per cent) and drive recruitment (17.4 per cent).

Grant Thornton partner Bill Shew says the key for any business 
is to assess which part of the market “they can own” in social media, 
and to define messages before jumping in. A nationwide survey from 
American Express reveals 72 per cent of small business owners who 
have embraced social media regard it as a success, although they 
do have some concerns relating to privacy issues and the resources 
and time required to run the site.

Garlick says businesses should stay off the social media band-
wagon unless they have a definite strategy and can answer some 
elementary questions. What do you want to achieve through social 
media? How will you measure success? Who will run the campaign? 
What tone of voice will the company use?

For online shoppers, he says a promotion offering a discount to 
customers when they click into a web store is a social media activity 
easily measured for return on investment. There are traps, though. 
Directing people to a web page that has privacy settings that restrict 
access can quickly alienate would-be customers.

While the business benefits of social media are alluring, Garlick 
says campaigns must be done properly. “Social media is only going 
to increase in importance and it can be very influential in the way 
your business is perceived online and how people find you. [It is] so 
influential, in fact, that it’s very dangerous. It’s worse to leap into 
social media badly than to not do it at all.”

✪ Recruitment 

 IT iS SomewhAT unusual for dogs to have a 
Twitter feed, but Scott Kilmartin’s boxer Gus fits 
so nicely into eco-design brand Haul, that he has 
become a central part of the company’s digital strategy.

“We make some unusual products,” says Kilmartin, founder  
of Haul, an innovative design label that makes accessories such  

It is somewhat unusual  
for dogs to have a Twitter 

feed, but Gus is part of 
Haul’s digital strategy 
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as iPad cases, document satchels and laptop bags from recycled 
materials including billboards and inner tubes. “They are fairly 
industrial-type products. So having a big, robust dog is a really good 
fit for our brand.”

Giving Gus a public “voice” was not planned, but it has proven a 
novel way to engage with Haul’s customers and potential employees 
as part of the business’s ongoing strategy to embrace social media 
tools such as Twitter, Facebook and linkedIn.

Haul has 10 employees, and Kilmartin says online formats have 
opened access to a new talent pool. Two staff members have been 
directly recruited from social media platforms, including one who 
works remotely from Indonesia and a graphic designer in Colombia.

“We often go to our community and say, ‘We’re looking for some-
one to fit this graphic design role, do you know anyone?’” Kilmartin 
says. “Twitter friends will re-tweet, sending the call to their networks.”

With an estimated 750 million users on Facebook, 250 million on 
Twitter and about 110 million on linkedIn, it is little wonder some 
employers are embracing social media as a recruitment platform.  
A recent survey from recruitment firm Randstad questioned hun-
dreds of Australian businesses, finding 26 per cent use social media 
to find talent, with two-thirds saying it should be part of a company’s 
future recruitment strategy. linkedIn – dubbed “Facebook for suits” 
– was considered the leading site for business-related recruitment.

Kilmartin advises bosses to test which social media platforms 
best fit their business and then use them to network with customers 
and place job listings. 
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Edible Blooms from a Bris-
bane office in 2005. “It was a 
new concept and I think they’re the 
hardest to get funding for,” Baker-jamieson 
says. “When I looked at the options available, the best 
thing for me to do was to put my money where my mouth was.”

After starting with one office and just nine fruit designs, Edible 
Blooms today delivers more than 120 gift packages featuring  
chocolates, fruit and other ingredients across Australia and New 
Zealand. Baker-jamieson admits the absence of external seed fund-
ing had some benefits. “It made every cent count in the start-up 
phase so we had to work smart and use creative marketing strategies 
to build the brand.” While Edible Blooms now combines organic 
funding with support from its bank, many SMEs are continuing to 
struggle in a tight funding environment. 

Bill Shew of business advisory firm Grant Thornton says smaller 
businesses can take steps to forge better relationships with banks. 
First, demonstrate that you have the business fundamentals under 

control and can prove you have a history of strong 
business performance. Second, verify robust and 
sustainable profitability. Third, prove you have a 
strategy to manage cash-flow issues. 

“[If] you don’t have too many peaks and troughs, 
then you’re more likely to have a bank look on  
you favourably in terms of your ability to repay 
debt,” Shew says.

Having a source of security other than a house 
is an advantage, while being able to convey your 

business case can help win over financiers. “Giving them the story 
about where the business is going, why it needs the money and how 
that money will be used to create more money is really what you 
need to be doing when you talk to the bank,” Shew says.

Today banks are falling over themselves to support Edible Blooms. 
While Baker-jamieson still carefully manages all spending with 
return on investment in mind and a focus on rewarding existing 
customers to generate organic growth, she does have a very good 

relationship with a financial institution. When looking for a  
banking partner, she favours one that can provide good support 
of online merchant services to back her e-commerce business. 
A strong internet banking platform is also important, “because 

we run everything on IT platforms”.
Baker-jamieson also advises forming a friendly alliance with a 

designated business banking manager. “The bank we started up 
with kept changing our account manager, so we moved to a bank 
where we had someone we could speak to.” c

If you don’t have too many 
peaks and troughs, you’re 
more likely to have a bank 
look on you favourably

“It’s a way for people to check us out and it’s a way for us to check 
them out as well.” 

With Australian recruitment firm Hays warning that career 
information on social media sites is often exaggerated or misleading, 
Kilmartin agrees that background checks and face-to-face  
interviews, where possible, are still critical. “Social media is a funnel 
for us to initially find people, [but] we still like to sit down 
in front of someone and have a chat to them.”

✪ Funding 

 WheN edible bloomS founder, 
Kelly Baker-jamieson, first flagged 
the idea of an online range of edible gifts 
and bouquets, banks weren’t exactly queueing up 

to fund the concept. undeterred, she and her sister Abbey launched 
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