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INTRODUCTION

The secret to a successful business is taking care of the health of your business 
as if it is a living, breathing entity. Considering that a business is a living organism, 
then a business, similar to the human body, can suffer from ailments and get sick 
from time to time. 

Like the human body, it would be better for a business if these ailments can be 
prevented through early identification and preventative measures.

Business owners can ‘vaccinate’ their businesses against some of these ailments, 
while a simple improvement of ‘lifestyle’ can overcome the detrimental effects 
of others. In other cases, a business might need a more symptomatic treatment 
approach designed for its unique diagnosis. In extreme cases, the ailments can only 
be compared to a massive accident; completely unforeseen, unpredictable and 
truly unpreventable. Under these circumstances, surgery in the form of business 
rescue might work, but with the most severe cases it is necessary to accept that 
there is no treatment or cure available.

This book will not look into these more severe conditions; it is simply meant as a 
collection of prescribed treatments. The more technical and severe cases need 
more specialised and direct assistance. 

There are seven main ailments that have infected just about every business I have 
assisted with a turnaround or rescue over almost two decades. 
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1ST C OF AILING BUSINESSES

CASH FLOW

THE AILMENT
Cash flow is the lifeblood of a business. Without available cash or access to cash, a 
business will not be in a position to keep trading. If a business cannot trade, then 
it cannot generate income to pay its expenses, and can thus simply not survive. 
Remember the golden rule, a business has to make more than it spends. In addition, 
the flow of income that the business makes and what – and when – the business 
spends that income on has to be managed.

Many business owners will tell you that it hurts to pay taxes, especially when they 
have to pay taxes based on the invoices sent to clients, irrespective of whether 
clients have paid those invoices or not. It’s not that those business owners have a 
problem with paying rightfully due taxes, but often they haven’t managed the cash 
flow of the business in a way that ensures funds for paying taxes are available on 
time. 

Using income statements (or statement of profit and loss) without considering the 
balance sheet is possibly the single biggest mistake most business owners make, 
as an income statement does not consider payments such as taxes and capital 
payments of financed assets.

THE PRESCRIPTION
The most accurate way in which to monitor cashflow is to scrutinise bank statements 
and comparing incoming invoices (creditors) and your outgoing invoices (debtors). 
That will show how much the cash the business is expecting to come in, and how 
much the business is going to have to spend. 

Create a basic cash flow analysis that you can peruse on a monthly basis that 
includes your entire profit and loss statement, but also, all the additional information 
relating to cash flowing in and out of the business with a true indication of what 
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funds should be available to the business at the end of the month.

● Make sure that you know what every expense is for on your bank statement. 

● Confirm where every payment is allocated to.

● Do not allow any expenses or payments to be allocated to your loan account  
 without your signature, not even approval, sign for it and look at your balance.  
 Remember it is just a loan and you will have to repay it.

● Make sure that all costs and expenses follow trend and if an amount is suddenly  
 higher than normal, ask why.

In short, the prescribed treatment here is to know your numbers. If you are the 
business owner, don’t rely on other people to give you the information you need, 
not even your accountant. They know numbers, but you are responsible for your 
business and you know, or at least you should know, what to expect in the future 
of your business. In defence of the accountants, they only see what you have done, 
and by then it is too late.

 

“ Know your numbers ”  
– Pat Pattinson
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2ND C OF AILING BUSINESSES

CREDIT

THE AILMENT
Some businesses purchase their stock in cash and then sell it on credit to their 
customers or clients. This means that the business is paying for goods now and 
even if sold immediately, they will have to wait 60 or 90 days to get paid for these 
goods if credit terms are 30 days from statement. 

We are constantly bombarded with the words “Cash is King”. Paying for everything 
in cash is probably better when you wish to live within your means, but if you wish 
to grow your business you are going to need credit in some way or form. This 
credit has to be used in the right way.

THE PRESCRIPTION
Previously we looked at cash flow and how the shortage thereof is detrimental 
to a business. Credit allows a business to continue trading without having to 
immediately pay for certain products and or services with cash. One of the ways 
that a business can improve its cash flow is to use – and properly control – the 
credit facilities it has been granted. 

The cash flow of your business will be much stronger if you make use of finance 
as provided by your bank over the same period that you are allowed to depreciate 
an asset. 

Warning: don’t buy cash and sell on credit! This is strategic suicide as no business 
can continue to fund this kind of operation, especially not whilst in a growth phase. 

Providing credit to your customers is equally important. You will not be able to 
secure ongoing business with your clients if your opposition is offering them credit 
and you insist on cash on delivery (COD). The key is to control your debtor’s days, 
and to have formal and well-structured collection terms and a system in place.
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In order to synchronise the credit you are given by a supplier with the credit you 
grant a customer, you must control the credit you have granted your customers 
carefully and without emotions:

● Stop supply: As soon as a customer exceeds his terms, be it in repayment  
 or allowed credit, notify your client formally, stop supply and do not ever allow  
 lenience.

● No sign, no supply: Create a defaults policy and insist on all clients signing this  
 if they wish to have credit from you. If they don’t want to sign, that should be all  
 the warning signs you need.

● T’s and C’s apply: Include a collection policy for outstanding debt in your credit  
 policy that includes interest and provision for debt collectors fees.

 

“ Cash is king,  
but kingdoms are  
built on credit ” 

– Pat Pattinson
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3RD C OF AILING BUSINESSES

CUSTOMER

THE AILMENT
Let’s go back to the basics of business: a business owns a product or service that a 
client needs or wants. That client, out of their own free will, comes to the business 
and determines the viability of the product by assessing the cost versus the benefits 
it offers them. Then they decide either to purchase the product or walk away. 

In order for you to sell enough products and fight the odds of customers walking 
away without making a purchase, it becomes a numbers game. The more feet 
through the door, the more sales you make and the hit ratios no longer matter.

It sounds so simple. Business has, after all, been done this way since Neanderthals 
exchanged fire for tools. Yes, the basics have changed from the barter system used 
in the dark ages to the digital era of Bitcoin, we have moved away from brick and 
mortar shops and have replaced them with online stores, the concept however 
remains the same. Or does it?

As time goes on, it seems that the customer continually wants more. Not only do 
they want more, but they want it cheaper and they want it faster. 

The fact of the matter is that without customers, you will have no business, so what 
could be more important than keeping a customer happy? PROFIT. After all, we are 
not in business to satisfy customers, we are in business to make a profit!

THE PRESCRIPTION
As business owners, we need to realise that we teach our clients how to treat us. By 
allowing customers to handicap us, we fail them in the long run. When businesses 
succumb to the pressure and make a product cheaper, the product and ultimately 
the company will suffer.  
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Some customers are simply not worth having. This means that the deficiency suffered 
when referring to customers is ultimately not just the number of customers, but 
the quality of customers as well. As business owners, we need to secure a larger 
number of better suited customers and keep them for longer.

● Pareto principle: Do not fall victim to the 80/20 rule, keep that one or two big  
 customers, but find 30 more that will bring in an equal amount of sales, in  
 profit, not turnover or even number of sales.

● Customer profitability: It is only natural that we want to look after those big  
 spenders, but caution must be awarded to the fallacy of profit. The bigger the  
 customer the more time we are likely to spend on them, the bigger discount  
 we offer and the more lenient we are with terms. Perform a customer profitability  
 analysis, make sure they are worth the effort, loyalty and risk, or show them the  
 door.

  “ The customer is 
sometimes an idiot ” 

– Pat Pattinson
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4TH C OF AILING BUSINESSES

CREDITORS

THE AILMENT
Although creditors are not obvious to all businesses, it is still a potential ailment 
for all businesses. 

We cannot simply look at creditors as those we purchased goods from in order 
to either simply resell or to manufacture the goods we sell. Creditors must also 
include other suppliers that supply us with services such our cell phone contracts, 
our landlords, short term insurance providers and even our banking institutions. 
Creditors are all individuals or businesses that provide a service or product that we 
need – and pay for – to operate our businesses.

The biggest problem and clear cut indication of potential distress is legacy, we get 
so attached to our suppliers and or service providers that we are not even willing 
to consider alternatives. No business owner should ever get this attached to a 
supplier.

The biggest culprits here are possibly our insurance providers, our mobile service 
providers, our banks and our accountants. We have become blind to the fact that 
the long term relationships could be detrimental to our business. We have been a 
customer for so long that we tend to overlook their faults, we stopped comparing 
prices and they keep adding those little costs and fees. We are no longer as 
important to them as the new or even just the potential client. Those new and 
potential clients get much better service and pricing than we do, because why 
would they worry about that, it’s not like we are going anywhere.

No single relationship is as important as your business. If you believe that loyalty is 
that important, try telling them you can’t pay them for a couple of months and see 
how they treat you. I have seen this in every single business rescue, you are only 
as important as your next payment.



10

THE PRESCRIPTION
I have a short-term insurance provider for my business that I have used for many 
years. Although I get quotes on a regular base, Adam invites me to meet with 
him and we go over the alternatives, he points out the shortcomings in the other 
quotes, make sure I have everything they quoted on, and then he goes to war 
for me with his underwriters to make sure I have the best possible cover. I don’t 
always get the best price, but I have the best possible service and a broker I trust, 
who does not mind me comparing quotes every year. I recommend that you do 
something similar.

Don’t just renew. Every time that your insurance, cellphone contract or rental 
agreement is due for renewal, get three quotes.

The simple and only real tip when it comes to suppliers and other creditors is to 
keep comparing and openly consider the alternatives. 

 

“ Relationships and 
loyalty do not pay  

the bills ” 
– Pat Pattinson
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5TH C OF AILING BUSINESSES

CONSISTENCY

THE AILMENT
Some time ago, a motor manufacturer launched a new sports model that was 
priced way out of the reach of the average person and similarly out of the reach of 
the salespeople promoting this range of vehicles. 

Seeing this problem, the dealership decided to turn it into an opportunity. The 
dealerships decided to launch an in-house competition amongst its sales team: 
the salesperson with the best sales figures for a specific month got to drive the 
sports car for the following month. This challenge was to run for twelve months 
and the salesperson with the best sales figures for the year, would actually be 
given the car.

The lesson here was that the person that eventually won the car at the end of the 
period was never the top salesperson in any of the twelve months, thus although 
he was never the best, he was consistently in the top three. 

What this proves is that being consistent was better than being the best in any one 
month. So, ask yourself: would you rather drive someone else’s car for a month, or 
actually earning the car for yourself?

Another perhaps easier explanation is that the large burger franchises don’t 
necessarily make the best burgers, but irrespective where you buy that burger, it 
will be of the same quality.

THE PRESCRIPTION
Don’t try and be the best sprinter in the game, run the marathon by providing a 
fair service and or product at a reasonable price and be consistent in your quality 
and service. 
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Standard operating procedures are no one’s favourite pastime, but it is a vital part 
of consistency. Start with the most apparent aspect of your business and build 
from there.

Most owners and managers become blind to the little things in their businesses 
and these little things become what they are known for, so it is important to 
continuously measure the feedback from your clients and staff and decide how to 
improve. Send out short and regular surveys to measure you and your business.

 

“ Consistency is almost 
always better than  

being better ” 
– Pat Pattinson
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6TH C OF AILING BUSINESSES

CONTINUITY

THE AILMENT
Empty shelves are not always a sign of a dying business. Short term problems 
could be the cause of the empty shelves, but the staff’s willingness to address this 
problem by reorganising those shelves to not seem empty is a sign of a business 
with a future.

A business that does not have the means to buy stock is a dying business, but a 
business that has the trust and respect from its suppliers to offer help in such 
times, even without being asked, is a sign of a business with a future. 

The ability of a business to continue trading is not in its mission statement; it lives 
in the people. If your business has a future, you would not need to tell people 
about it, it does not need to go into your mission statement, it will ooze from your 
staff, your clients and even your suppliers.

I have come across many of these businesses that were experiencing some form 
of distress, but because the business lived a reputation that could not be ignored, 
they all survived.

THE PRESCRIPTION
Perception is reality and what your business looks like and how your staff act, is 
what creates that perception.

Keep it presentable: Ensure that your physical locations, equipment and staff are 
cleaner and more presentable than what is necessary and or required. Clients 
paperwork all over the place creates the perception that the business’ paperwork 
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“ Even a strategy to disrupt, 
requires some continuity to 

secure loyalty ” 
– Pat Pattinson

is all over the place. Dirty reception areas infers dirtier areas where customers 
don’t go, and so on.

Don’t doom and gloom: As idiotic as this is, it has become the habit of business 
owners and entrepreneurs to compete about how bad business is going. This 
does not exactly create trust in customers that you will be around to honour your 
warranties and or guarantees. Rather talk about your plans to move to your new 
building in the next five years.



15

7TH C OF AILING BUSINESSES

COVID-19

THE AILMENT
At the start of 2020 South Africa was already marching steadfast in the opposite 
direction of prosperity. We were facing the ongoing threats of downgrades, 
increased crime, political uncertainty and our economy was to a large extent held 
together by duct tape and the SME markets.

Then the Coronavirus pandemic planted a firm kick in the nether regions of our 
already disastrous commercial landscape. 

All businesses throughout the world, not just South Africa, have undergone some 
form of a turnaround, not by choosing, but by something completely out of our 
control. 

The true impact of the Covid-19 pandemic will not be known for many years to 
come, but for now, it is fair to say that business owners have been thrust into an 
evolution of how business is to be done, without consent, negotiations or even 
consultation. This is an evolution that should have happened over a period of 
many more years, but we can moan and groan or decide to simply get on with it.

THE PRESCRIPTION
The key here is to not just mitigate the adverse effects on your business in order 
to survive, but how – and how fast – you could possibly turn this into an advantage. 

Especially small business owners have been given the opportunity to compete 
with the Goliaths of the world at a time when the playing fields are temporarily 
levelled. Smaller businesses can move and adapt faster and out manoeuvre those 
giants of industry and secure those deals that would normally be out of our reach.
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● Speed won’t kill: Move faster and don’t get stalled with procedures that are not  
 adding value.

● Maintain your business focus: Do not allow the situation to divert you from  
 your primary service or product offerings, let your opposition lose focus by  
 chasing these new opportunities and pick up their market share, when the  
 trend is over, you will still have their piece of the pie. 

● Be prepared to make difficult decisions: With the changes around us you might  
 no longer need the big office space, but more importantly, you might not need  
 all the staff that occupied it. As a business owner you have positions to fill with  
 staff members; don’t ever try and find positions for staff members, overstaffing  
 hides inefficiencies.

“ Covid-19 doesn’t care 
about your feelings ” 

– Pat Pattinson
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CONCLUSION

The one main difference between the human body and a business is that – unlike a 
human suffering from an incurable illness – a business can be restarted or revived 
several times and it has no limit to its potential life span. A business can literally 
survive only a couple of months, or it can survive for hundreds of years like the 
construction company “Kongo Gumi” in Japan that was founded in 578.

The consciousness, knowledge and expertise of a business can be transplanted to 
a completely new entity. Even after laying it to rest in the form of a liquidation, it 
can be raised from the ashes like the mythical phoenix through a sale, merger or 
simply by starting over with a new identity.



Pat has a proven track record with more than 15 years’ experience in assisting 
distressed businesses of all sizes and in almost all industries. He has been 
appointed to more than 50 business rescues and boasts a success rate in the 
mid 90% for all business rescue plans published to date.

In addition to his successes in business rescues, he has further assisted more 
than 200 businesses with informal turnarounds, and regularly consults creditors 
and fellow practitioners on their respective projects.

Pat has been assisting struggling businesses since well before business rescue 
was introduced in the South African legal structure. This provides Pat not just 
with additional experience, but also with credibility with stakeholders that are 
familiar with his dedication and results-driven approach.

In addition to his business rescue services, Pat also holds a number of non-
executive and executive board positions.
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