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INTRODUCTION

With more than 40 substantial implementations for Business Rescues and a 
success rate of more than 95% for all business rescue plans published, combined 
with more than 3 000 invoiced hours related to business restructuring, I think it is 
fair to say that I have a little bit of experience when it comes to business rescue and 
creditors meetings. I can also add writing and scrutinising more than 100 business 
rescue plans (since my first business rescue appointment in November 2011) to 
the list of things that urge me to question common practices.

I have been dumbfounded by some of the absolute ridiculous questions posed 
by creditors (some of them are well beyond dumb questions) but even more so, 
by the sometimes obviously questionable and completely unfounded responses 
from practitioners. 

What really gets me hot under the collar is that creditors still accept these responses 
and ultimately vote for a business rescue plan that is factually flawed!

In my search for understanding this common practice, I found two answers: 
understanding the process of business rescue, and abusing the process of business 
rescue. Both of these are driven by various forms of arguments, debates and/or 
reasonings.

This book is my way of trying to make sense of these ridiculous practices.

DON’T SKIP THIS PART
To give context to the main content of this book, we need to share an understanding 
of the terms “logical fallacies”, “Business Rescue”, and relationship between the 
two.
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LOGICAL FALLACIES
A logical fallacy is the use of misleading, deceptive, disingenuous or simply 
false information in an argument or debate. Logical fallacies are often used by 
disingenuous individuals to get their point across irrespective of the facts.

These fallacies are however not always used with malicious intent.

It might be worthwhile to read up on the Kruger Dunning effect to better understand 
those individuals that are most likely to knowingly make use of these fallacies, simply 
as they believe their opinions to be superior to others, sometimes in complete 
contradiction with the facts.

Whether they are used unintentionally or with ill intent, logical fallacies promote 
opinions that could be harmful to the truth or at least the greater understanding 
of the truth. This is complicated even further by variations of the same truth fuelled 
by differences in perspective.

Logical fallacies often lead to illogical and possibly false determinations called 
debilitative emotions. These emotions arise from accepting a number of irrational 
thoughts, motivations or arguments and further detract from logical reasoning 
and effective functioning.

Most people are usually not aware of the logical fallacies and debilitative emotions 
as forms of motivations and as a result they fall prey to these very powerful and 
often misleading forms of explanation.

BUSINESS RESCUE
Business Rescue in a South African context is the legal process introduced in the 
Companies Act 71 of 2008 (further referred to as the Act) that is aimed at the 
rehabilitation of financially distressed businesses. Business Rescue allows these 
businesses to continue trading on a solvent basis with its main aim to save jobs or 
to alternatively provide a better outcome to all parties than what would be achieved 
in a liquidation, all whilst balancing the rights of the affected persons. Despite the 
seemingly simple outcome, the process of business rescue is very complicated.
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THE RELATIONSHIP BETWEEN LOGICAL FALLACIES AND BUSINESS RESCUE
Now for the connection between logical fallacies and business rescue. The very 
nature of a business rescue process is a torturous one, with the need for clear, 
honest and transparent communications being the foundation of the process.

Whether you are the owner of the business having to submit to business rescue, 
whether you are the creditors that now may not get paid, whether you are a 
staff member that may lose your job, or whether you are the Business Rescue 
Practitioner tasked with balancing the rights of all of these affected persons: the 
common goal should be the successful rehabilitation of the business in order to 
secure the best possible outcome for all affected parties. This cannot be done 
when the information being shared is shadowed in doubt. Logical fallacies are 
often used to motivate a decision or even a vote in Business Rescue, and the facts 
are then moved aside. 

The already complex process is further complicated by the attorneys representing 
the respective parties whose job is to look after the best interest of their clients, 
which is more often than not to the possible detriment of everybody else. Add 
logical fallacies and debilitating emotions on top of this, and you might start seeing 
the extent of the challenge.

The key to Business Rescue success is for all parties to fully understand the process, 
and search for a common goal: the successful rehabilitation of the business. 

If this is however not possible, the creditors and affected persons must have faith 
in the Business Rescue Practitioner to – based on their reputation, expertise and 
interaction with the various parties involved – to do the right thing without being 
influenced by any logical fallacies or debilitating emotions. This “right thing” could 
be even be the winding up or liquidation of the business, if it is a truly beneficial 
option.

 

“ Fallacies do not become facts, simply by repeating them 
until they are believed by 75% of creditors ”  

– Pat Pattinson
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1ST FALLACY

FALLACY OF PERFECTION

FALLACY
The Fallacy of Perfection is the unrealistic expectation that a presenter – teacher, 
public speaker or, in this case, a Business Rescue Practitioner – must have all the 
answers. This fallacy allocates the responsibility to the presenter to promptly, 
confidently and correctly answer any and all questions posed to them and quote 
applicable laws, judgements and sections of the various applicable Acts, with an 
in-depth knowledge of not just the current topic, but al topics that could somehow 
relate to the topic at hand.

This is of course a completely unrealistic expectation, especially considering 
constantly evolving technologies and the ever-changing landscape of business and 
applicable laws.

BY WAY OF EXAMPLE
An everyday example of the Fallacy of Perfection is where a potential home buyer 
asks an estate agent about the average compressive strength of the bricks used 
to build the house. It is a completely valid question, but not when it is posed to an 
estate agent. 

A positive and confident response by the agent in this case will be to admit that 
they do not know, but at the same time commit to find out the correct answer from 
the appropriate expert and then following through on that commitment.

In my career as a Business Rescue Practitioner, I have attended more than 1000 
creditors meetings in either my capacity as the appointed practitioner, as an 
appointed consultant for a creditor or group of creditors, or as the appointed 
consultant assisting another practitioner. The one question that is always asked at 
the very first meeting by a creditor or a representative of a creditor is “when will I 
get my money?”.
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This question is possibly the best explanation of the Fallacy of Perfection in business 
rescue.

Let’s consider some points of the Act to motivate the fallacious error of this question:

Section 129(3)(b) states that the company must within five days after filing a 
resolution to commence business rescue “appoint a Business Rescue Practitioner”. 
The practitioner would thus not have had any opportunity to investigate the affairs 
of the business until after their appointment, which would have been after the 
company submitted itself to business rescue.

Section 141(1) then further states that the practitioner must “as soon as practicable 
after being appointed” investigate the affairs of the business. The “practicable” part 
becomes the point of concern.

Section 142(1) again states that “as soon as practicable after business rescue 
proceedings begin” the directors of the business must furnish the practitioner 
with the books and records of the business for the practitioner to investigate the 
company.

Section 147(1) relates to the first meeting of creditors, and this is where Fallacy of 
Perfection normally introduces itself. This meeting must be held, by the practitioner 
“within 10 business days after being appointed”. Based on the contents of the 
previously mentioned sections of the Act, it is very possible that the practitioner 
has not yet received all of the records of the business, let alone had the opportunity 
to scrutinise them in order to answer the barrage of questions being fired at the 
practitioner during this meeting, a mere 10 days after their appointment.

It is simply not realistic for the creditors to expect that the practitioner would have 
all of the answer at the ready only 10 days after their appointment and possibly 
even before he is in possession of all of the information.

Section 150 (2) however requires that the practitioner publishes a proposed 
Business Rescue plan, and this section requires that it must “contain all the 
information reasonably required to facilitate affected persons in deciding whether 
or not to accept or reject the plan”.
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“ The proposed Business Rescue Plan is  
where fallacy must become fact ”  

– Pat Pattinson

This is the first time a practitioner can be reasonably expected to provide an answer 
on “the probable dividend that would be received by creditors”, as the answer will 
have to be included in the proposed Business Rescue plan as per Section 150(2)
(a)(iii).

From this point forward a practitioner can no longer take refuge behind the Fallacy 
of Perfection. It is therefore imperative that the practitioner performs the required 
duties of this phase with great care. These duties include consulting with all affected 
parties and allowing them to raise concerns about the proposed Business Rescue 
plan before voting on it.
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2ND FALLACY

FALLACY OF UNWARRANTED ASSUMPTION

FALLACY
An unwarranted assumption is a claim made or insinuated based on statements 
that are disconnected from any real supporting evidence or truths. These 
assumptions are not always easy to identify and are often born from a version of 
a truth. Arguments based on unwarranted assumptions are highly convincing and 
often result in certain conclusions being erroneously – and negatively – adopted. 

A lot of unwarranted assumptions stem from our own prejudices and willingness 
to accept certain of our own preconceived ideas as facts. 

BY WAY OF EXAMPLE
An everyday example of the Fallacy of Unwarranted Assumption is where you are 
told that “hard work will always earn you success and riches”. As amicable as this 
statement is, it is far from true. 

The hardest workers are often those who get up early each morning of their entire 
lives before putting in a full day of hard work and dedication for a pay check that 
leaves them no closer to success and riches than the previous one.

The Fallacy of Unwarranted Assumption most common in Business Rescue 
scenarios is that “if we consider the high failure rate of Business Rescues, it is clear 
that this Business Rescue plan will also fail”.

The misconstrued truth here is that the majority of Business Rescues 
implementations fail, but for the sake of the example, let’s assume the high failure 
rate statement to be correct and leave the various definitions of “failure” for a later 
debate. 

The unwarranted assumption here is that a specific Business Rescue will fail, simply 
based on the premises of the high failure rate of all Business Rescues.
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Although Business Rescue has a substantially high failure rate, my personal success 
rate is more than 95% for all Business Rescue plans published: I thus have a failure 
rate of less than 5%.

Considering my personal success rate, would the previous unwarranted 
assumption based on the overall perceived high failure rate of Business Rescue 
implementations still hold water?

Both arguments are of course unwarranted assumptions, as the forecasted 
success or failure of a specific Business Rescue should not be based on statistics, 
but rather on its own merits. 

Should you insist on using statistics, please refer to “Bayes’ Theorem” as a guide.

Another common unwarranted assumption is that Business Rescue is too expensive 
and that most businesses simply can’t afford it. The fact is that Regulation 128 of the 
Companies Act provides for the maximum hourly rate a practitioner may charge, 
but this maximum rate should not be assumed as the rate all Business Rescue 
Practitioners will always charge. Many practitioners will enter into fee agreements 
where they will charge less per hour in relation to the size and complexity of the 
business. Some might even allow an equity for fee swap resulting in no fees being 
charged at all.

Several remuneration options are therefore available to business owners, with the 
fees in the Companies Act simply serving as a maximum.

A further example of a common unwarranted assumption is the misleading 
statement that Business Rescue is always a better alternative than liquidation. 
Accepting this statement would be like saying a sunny day is always better than a 
rainy day. Depending on the merits of the situation, a liquidation may be the right 
and ethical option and must be considered like a rainy day signalling the end of a 
drought. 

One more example of an unwarranted assumption is that secured creditors must 
always get 100 cents on the Rand. The truth is that a secured creditor is only 
entitled to receive a secured dividend to the maximum amount of the value of their 
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respective security. In certain instances, this might not even be the full amount 
as Section 102 of the Insolvency Act could be applicable. The value of a secured 
creditors’ security must further be considered at liquidation value and not its full 
outstanding amount or even current value. Certain costs could also be deducted 
from this value based on the cost of securing and selling such assets that security 
is held over in terms of Section 98 of the Insolvency Act. 

To avoid falling into the trap of the Fallacy of Unwarranted Assumptions, it is 
necessary to consider only the facts relating to a specific Business Rescue and the 
success rate of the appointed Business Rescue Practitioner. 

  “ The assumption, that any business rescue partitioner, 
can be appointed to any business, is the most dangerous 

business rescue fallacy ”  
– Pat Pattinson
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3RD FALLACY

FALLACY OF CAUSATION

FALLACY
This fallacy assumes that one event will result in another specific event, although 
no true correlation – except for a limited observation between two or more events 
– can be identified. While this may be true in certain instances, the fallacy is born 
from the insistence that the predicted sequence is a certainty at all times.

BY WAY OF EXAMPLE
An everyday example of the Fallacy of Causation is that every time it rains people 
become bad drivers and cause accidents. It could however be that people were 
always bad drivers, or that the wet roads contributed to the increase in accidents 
and that not even the best of drivers could have prevented accidents. It could also 
simply be that neither driving skills nor the rain had anything to do with a particular 
accident.

An example of the Fallacy of Causation in a Business Rescue context is the belief 
that banks terminating overdraft facilities when a business submits to Business 
Rescue causes Business Rescues to fail, and therefore banks are responsible for 
the failure of Business Rescues.

It might be true that banks terminate overdraft facilities when a business submits to 
Business Rescue. It might also be true that a Business Rescue will fail. The question 
is whether the one event is a result of the other and whether this will always be 
true.

It might have been the case that the bank was considering terminating the overdraft 
facilities prior to the business submitting to Business Rescue and being informed of 
this decision by the bank, might have been the board’s motivation for considering 
Business Rescue in the first place.
A business can still be successfully rehabilitated even if its bank terminates the 
overdraft facility. A Business Rescue can also fail even if an overdraft facility was 
not terminated.
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It is thus simply not accurate to assume that the first event, let’s call it A, (submitting 
to Business Rescue), will always cause B, (termination of overdraft facilities) and 
that this will in turn cause C, failure of a Business Rescue. (A+B=C)

Let’s for now ignore the fact that C was possibly going to occur without A or B, and 
lets further not consider the possibility that A occurred as a result of a notification 
from the bank that C was planned. 

The above example is best explained when considering the “Bootstrap Paradox”. 
Although this theoretical paradox is most popular in bad time travel movies, it is 
in its simplest form explained as an event “C” that occurs when an object or piece 
of information “B” is sent back in time where it becomes trapped within an infinite 
cause-effect loop, where the attempt to prevent the original result “C”, resulting in 
a self-created “chicken or egg” sequence.

Another common example of the Fallacy of Causation is the statement that “staff 
will lose their jobs if a business submits to Business Rescue”. It is true that some 
staff may lose their jobs as a result of Business Rescue, but at the same time it is 
also true that most staff could keep their jobs as a result of Business Rescue.

The question is whether the staff would have kept their jobs if the business did not 
submit to Business Rescue. In my experience, the alternative to Business Rescue 
will be liquidation in which all staff would have lost their jobs. When Business 
Rescue is therefore implemented as an alternative to liquidation, it does not result 
in job losses, but in saving jobs.

As a last example of a Fallacy of Causation we can consider the statement: “the 
number of Business Rescues that fail are on the increase and proves that business 
rescue does not work”. The first part of the statement is true, but the second part 
of the statement that it proves that business rescue does not work is false.

For the sake of this argument, let’s accept that the number of Business Rescue 
failures are increasing. Let’s now consider this against the fact that the total 
number of Business Rescues are also on the rise, which could mean that although 
the number of Business Rescues that are failing is increasing, but at a lesser rate 
than the total number of Business Rescues. That would be proof that not only is 
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“ The greatest corporate fallacy, is an attempt to measure 
effort and intent, against ethics and outcomes, without 
considering the unconscious bias of business owners ”  

– Pat Pattinson

Business Rescues becoming more successful but that the comparison between 
success and failures is in favour of Business Rescues.

When considering this fallacy, we must keep in mind that even a broken clock is 
right twice a day, and that it is right at the same time every day. This does however 
not mean that all clocks are broken or that only a broken clock will be right at 
specific times.
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4TH FALLACY

FALLACY OF FALSE DILEMMA

FALLACY
The False Dilemma Fallacy is where a presenter advocates a limited number of 
options, often only allowing for two options where the one option is favoured by 
the presenter and the other so different that their preferred option seems to be 
a the best option. These types of proposals tacitly ignore any other options that 
could be far better to the majorities concerned.

The False Dilemma Fallacy is a very manipulative form of argument and is designed to 
numb listeners and decision-makers into accepting the better of two potential evils.

BY WAY OF EXAMPLE
An everyday example of the False Dichotomy Fallacy is when you are being chased 
by a lion and the only options that seem to be available is to shoot and kill the lion 
or to be killed by the lion. 

Both these options are available, but they are not the only options available. When 
chased by a lion, you only need to run faster than any one other person in your 
group, or you could scare it off by shooting at it. Climbing a tree might also work, 
or if you’ve driven into the lion’s habitat and made the foolish decision to get out 
of your car, simply get back in your car! These are of course silly examples but they 
make the point very clear.

If a Business Rescue Practitioner informs creditors that if they do not accept the 
proposed Business Rescue plan, that the business will be liquidated resulting in 
job losses and no dividends to any creditors, it’s not just a false dilemma, but a 
tacit attempt at blackmail. These types of statements are completely absent 
from alternatives that might exist but are not presented. Even if the business is 
liquidated, creditors could still receive dividends from the liquidation process – 
sometimes even more than what they would have received in a business rescue 
process. Substantial alternatives to liquidation are thus available.
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“ The options given might not be the  
only options available ”  

– Pat Pattinson

A Business Rescue Practitioner must be asked to motivate their statement and 
care must be taken not to fall for a circular argument where the simple motivation 
for the fact to be true, is that the fact is true. I’ve actually heard a Business Rescue 
Practitioner – who shall remain anonymous – say: “The proposed Business Rescue 
plan is a better option than that of immediate and traditional liquidation, as the 
liquidation of the business will be worse than Business Rescue”.

If the explanation from the practitioner does not satisfy the other parties, the 
Companies Act allows for the amendment of a proposed Business Rescue plan or 
even the request for a new plan.

Section 152(1)(d) allows for an adjournment of the meeting to vote to amend the 
proposed Business Rescue plan, thus providing opportunities for a practitioner to 
amend their plan. A vote against the adoption of a plan is therefore not a vote for 
a liquidation, but rather a vote for a better plan.

Section 141(2)(a) provides that a practitioner may only file for liquidation if they no 
longer believe that “there is a reasonable prospect for the company to be rescued”. 
The practitioner is thus stating that they are not able to prepare a Business Rescue 
plan that will provide for a better outcome for the affected parties. 

Section 153(5) makes it clear that if a plan is not adopted and no further action 
is taken, that the practitioner “must promptly file a notice of termination of the 
Business Rescue proceedings” and return the business to its shareholders. He is 
not required or even permitted to liquidate simply as his plan was not adopted.

Section 153(b)(i)(bb) provides that any affected person may approach the court to 
have a vote set aside if that vote was inappropriate, especially when a practitioner 
relied on the Fallacy of False Dilemma to secure votes.
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5TH FALLACY

FALLACY OF FAULTY ANALOGY

FALLACY
A Faulty Analogy is a form of argument in which a person states that because two 
subjects share some common characteristics, that all their other characteristics 
must be the same. This fallacy is used to motivate a specific conclusion that is in 
fact completely without merit.

Relating it to a basic equation, it would state that because AB = X it would also 
mean that FA = X, as both AB and FA contains A.

An everyday example of the Fallacy of Faulty Analogy is that because many more 
people die every year from drowning in pools than they do from gun shots, we 
should regulate swimming pools more than we regulate firearms.

BY WAY OF EXAMPLE
The question of who would make a better Business Rescue Practitioner, an 
accountant or an attorney, is often asked but for the purposes of this example, 
lets add a Registered Nurse into the mix. After all, these are all professions that 
require several years of study and practical experience before they could qualify, 
and all these professions are overseen by regulatory bodies.

Let’s further consider some of the common characteristics of a Business Rescue 
Practitioner as per Section 138 of the Companies Act:

• Section 138(1)(c) “is not subject to an order of probation in terms of section  
 162(7)”
• Section 138(1)(d) “would not be disqualified from acting as a director of the  
 company in terms of section 69(8)”
• Section 138(1)(e) “does not have any other relationship with the company such  
 as would lead a reasonable and informed third party to conclude that  
 the integrity, impartiality or objectivity of that person is compromised by that  
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 relationship; and”
• Section 138(1)(F) “is not related to a person who has a relationship  contemplated  
 in paragraph (d).”

Considering that these three professions share no less than seven common 
characteristics, it would mean that a nurse would make as good a Business Rescue 
Practitioner as either an attorney or an accountant. The only barrier to entry is to 
be certified as a Business Rescue Practitioner according to Section 138(b) of the 
Companies Act.

The most common – and often costly – faulty analogy is that the conditions set 
out in the Companies Act is sufficient to determine the qualifications of a Business 
Rescue practitioner.

Just because an accountant is excellent at accountancy, does not mean that they 
would be even a mediocre Business Rescue Practitioner. Just because you are an 
excellent attorney when dealing with legal matters, does not mean you would be 
even a mediocre Business Rescue Practitioner. Similarly just because a Registered 
Nurse does not meet all of the conditions as set out in the Act does not mean that 
they will make a bad Business Rescue Practitioner!

What makes a good practitioner is far more than just the minimum requirements 
as per Section 138 of the Companies Act. The following attributes could be even 
more valuable than qualifications:

• Experience relating to Business Turnarounds
• Ethics and transparency
• Business acumen, including but not limited to:
 o Management
 o Human Recourses
 o Logistics
 o Accounting and taxation
 o Corporate and insolvency law 
• Understanding of good governance
• Perspective of a business owner and or director
• Empathy 
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“ The idea of a win - win turnaround plan is nothing more 
than a fallacy in various stages of thinking ”  

– Pat Pattinson

A Business Rescue Practitioner is a profession in its own rights and as such the 
simply answer is that Business Rescue Practitioners makes the best Business 
Rescue Practitioners.

In my experience, the only reason a Practitioner would offer Business Rescue 
credentials based on their successes in another profession such as a liquidator, 
attorney, accountant or nursing, would be when they have had no successes as a 
Business Rescue Practitioner.

Although these experiences and knowledge might be worth mentioning and could 
contribute to the Business Rescue process, it should never form the basis of 
their motivation for potential success and should never overshadow the desired 
outcome of the Business Rescue process: balancing the rights of all stakeholders.
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6TH FALLACY

FALLACY OF SUNK COST

FALLACY
The Sunk Cost Fallacy relates to when someone continues with something 
simply because they have already spent considerable time, effort or money on 
it, irrespective of the fact that ongoing time, effort or money may not result in 
recovering the sunk costs or lead to any additional reward. The only light at the 
end of the tunnel in these cases is often the eventual completion of the task, or 
the headlight of a train.

The problem is that sometimes it is better to sacrifice these sunk costs and move 
on to something else in order to minimise the actual loss and to preserve the 
future value of further efforts.

BY WAY OF EXAMPLE
An everyday example of this fallacy is watching a really bad movie, but instead of 
stopping the movie and trying another one, simply continue to watch it with the 
hope that it will get better, or simply to see what happens at the end.

In the case of turnarounds and Business Rescue, we must consider two very 
different eventualities: the first being the hesitance of business owners to let go of 
what they have always done and to accept that this no longer works. The second 
is Business Rescue Practitioners holding on for too long trying to save a business 
that is beyond rehabilitation.

When considering the first eventuality we must, at minimum, consider Section 
129(1) and Section 129(7) read with Section 128(1)(f) of the Companies Act. These 
sections remove the option from directors as to how long they can continue sinking 
costs as it defines a line in the sand that indicates when it is time to stop trying.
The confusion in Section 129(1) lies in the word “may” as this often leaves directors 
with the impression that they have a choice whether to file for Business Rescue or 
not. This choice is however removed when you continue reading to Section 129(7).
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Another potential cause of confusion is the creditors compromise as per Section 
155 of the Companies Act as some directors assume that they may proceed with 
this option without the notification to all the affected persons as contained in 
Section 129(7) of the Companies Act.

The simple fact of the previously mentioned sections is that the first time a director 
misses a payment as a result of cashflow shortages they must file for Business 
Rescue, file for liquidation or provide a notification to all of its creditors that the 
business can not pay its accounts as and when they become due, which in turn 
could be considered an act of insolvency of Section 8(g) of the Insolvency Act.

In short, the focus on sunken cost as motivator to try to keep a business running 
past the point of financial distress often results in boards of directors eventually 
deciding to file for Business Rescue too late.

This then brings us to the second eventuality: when Business Rescue Practitioners 
continue with a Business Rescue past the point of realising that there is no longer 
a reasonable prospect of rehabilitation. 

When considering this eventuality we must again consider Section 141 of the 
Companies Act which makes it clear that a practitioner must investigate the affairs 
of the business and, should the practitioner at any point in time conclude that there 
is no reasonable prospect of rehabilitating the business, they must inform the 
affected persons and apply to the court to have the Business Rescue proceedings 
converted to that of a traditional liquidation.

The sunken cost that the practitioner has invested may not have an impact on 
their decision making and should not delay the termination of Business Rescue.

The risk of not acknowledging the Fallacy of Sunk Cost is that a board of directors 
or a Business Rescue practitioner may continue to invest into a lost cause and 
diminish any potential dividends to creditors. Another risk is that they may also be 
acting in contravention of the Act as contained in Section 218(2) of the Companies 
Act and could be held personally liable for any losses suffered by creditors.
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“ To keep trying may be  the valiant option, but  
not always the legal, ethical or even the right one ”  

– Pat Pattinson
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7TH FALLACY

FALLACY OF APPEAL TO AUTHORITY

FALLACY
The Fallacy of Appeal to Authority relates to when a person tries to motivate an 
opinion or argument by citing their qualifications or experience in a completely 
different – and often irrelevant – field or profession as the basis of their argument 
without any further merits.

BY WAY OF EXAMPLE
An everyday example of this fallacy would be to allow a veterinarian with only a 6 
year cum laude veterinary degree to provide psychiatric advice to a human patient.

I have been to numerous creditors meetings where the appointed practitioner 
opens the floor by providing the attendees with their CV. I am in favour of this 
process as it provides the affected persons with some idea as to who they are 
dealing with. When a practitioner however tells the audience about their many years 
of experience as a liquidator, but they are completely silent on their experience 
as a Business Rescue Practitioner, the warning lights must go on as this only 
emphasises their authority in liquidations, and not in Business Rescue. The same 
for accountants, attorneys and other professionals.

These individuals might be experts in their respective fields, and they have a right 
to claim authority in those fields, but that usually does not provide them with 
authority in the field of Business Rescue or even business.

My all-time favourite true story that illustrates this is of a serial entrepreneur who, 
in a first meeting of creditors I was attending on behalf of a client, went on about 
his many failures as a business owner over the last 17 years. According to the 
entrepreneur, when his last business was wound up as part of a failed Business 
Rescue, he realised that he now has the experience to become a profitable (yes he 
said profitable and not successful) Business Rescue Practitioner.
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“ Authority in a specific field must be earned  
and cannot simply be transferred ”  

– Pat Pattinson

When these warning lights are so blatantly obvious, caution must be taken and 
questions must be asked, and the answers given as important as the manner in 
which they are given.

Simply ask a couple of questions about their experience in specifically Business 
Rescue and do not blindly accept that an exceptional career in one field provides 
automatic credibility for another.
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CONCLUSION

 
The use of logical fallacies may not be intentional, but they have a substantial impact 
on how creditors and even business owners perceive the process and ultimate 
outcome of business rescue.

Should we consider the Dunning-Kruger effect, where the cognitive bias of 
practitioners is so strong that their power of persuasion relies on their ability to 
debate far more than what it relies on the facts. It is thus up to the creditors 
and other affected persons to not only ask the right questions, but to pay more 
attention to the formation of a practitioners’ answer, than the answer itself as these 
answers often fall short of reality, but presented in such a convincing manner that 
it is taken as fact rather than, at best, an opinion.

Business rescue is about balancing the rights of all affected persons and as such 
all affected persons have a right to ask questions with the expectation of a simple 
and true response, irrespective of voting interest.

This eBook covers only Seven out of a plethora of fallacies and the conclusion here 
is to simply apply your mind, keep asking questions until you are satisfied that you 
understand the answer and don’t accept without verifying.

“ Just because a creditor asks a question,  
does not mean he is entitled to an answer ”  

– Pat Pattinson



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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