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The balancing act 
for business owners

By David Carney and Alf Priestly

Most business owners are so busy working within their business that they 
do not have time to properly plan their financial future. 

 “They get so consumed with their job and their career and their clients, 
so what gives is their own personal financial planning,” says Jeff Patterson, Chair of 
The Executive Connection. “A lot of owners feel somewhat guilty that they take 
time away from their business to focus on their personal affairs.”

This time-poor characteristic of business owners seriously limits their ability to 
maximise the full value of their business. 

Ironically, the business is their livelihood yet it is the factor that most limits a business 
owner’s ability to successfully plan financially for the future. Most business owners 
often have the ability to manage their affairs but the question that often needs to be 
addressed is, “is this the best use of their time, talent, skills and resources?”

“They are inclined to only think of their business and how they can increase its 
wealth without thinking of how they can take money out and create personal 
wealth,” says John Menzies, Chair of The Executive Connection. “This limits their 
options in how they retire. They’re not as free in their choices.”

There is a real need for business owners to build wealth outside of the business to 
provide some finances for retirement. In some cases, it may make more sense 
financially and strategically to divest a business owner’s assets, and invest outside the 
business rather than building all the assets in the business. Business assets can be at 
risk of attack from predators and/or creditors. 

 “By putting more money into your business you may not get a return,” says 
Menzies. “You need to weigh up if you are better off to put the money elsewhere 
to build wealth.”

The result is a frustrating situation common to many business owners.

 “I have recently sold part of my business,” says Chris, a business owner and member 
of The Executive Connection. “As a result, I now have more than 50 per cent of 
my wealth in passive investment assets yet I spend more than 95 per cent of my time 
still managing my business interests, which I am experienced in doing, and 5 per 
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cent of my time attending to my personal assets, which I have no 
experience with, and this scares me.”

Preventing this business owner from seeking financial advice 
was his concern over:

who to trust;

whether a financial adviser would act in his best interests; 
and

what control he would maintain over his own 
financial future.

CHALLENGES AFFECTING BUSINESS OWNERS TODAY

Recruiting and retaining staff

Many business owners are now finding it increasingly difficult to 
attract and retain good staff.

Macquarie Bank’s Economic Report for February 2008 forecasts 
unemployment at 4.1 per cent. Couple this figure with the 
fact that Generation X and Generation Y expect to have 
three different careers in their working life, and you have a 
highly transient workforce.

Given these factors, experts say that if you get three years from 
an employee you are doing well. The X and Y generations have 
less loyalty to employers, and staff are simply not as concerned 
with issues such as job security.

While recruiting the right staff has arguably always been a 
challenge for business owners, a small job market truly means 
there is even less choice. 

“I think unemployment being at record low levels puts a lot 
of pressure on the entire employment market and therefore 
that pressure may result in a compromise when hiring staff,” 
says Patterson.

Many business owners are now saying that the lack of suitability 
in attracting qualified and motivated staff is a major inhibiting 
factor to the growth and security of their businesses.

Some even say they are forgoing commercial opportunities 
because of their inability to attract and retain suitable staff. 

Leveraging the business

In the past, business owners have relied upon borrowing money 
or refinancing to facilitate expansion and growth. But with 
volatile interest rates, many businesses could find themselves in a 
credit crunch.

“Until recently, the credit market has been very loose and 
financial institutions have been offering a lot of variety of 
product,” says Patterson. “Owners can be seduced by being able 
to get money too easily. They may not be as rigorous in working 
out as to how they will repay or in analysing the return on 
investment from these borrowings.”

Even if a business is 100 per cent family owned or in a 50/50 
business partnership, this structure may limit their growth 
because they are totally dependent on cash flow. 

“Once you get a successful business formula then what do you 
do?” asks Patterson. “You are sort of capped-out to some extent 
because you don’t have the resources to grow further than where 
you are.” These challenges feed into the ultimate goal of trying 
to move a business away from being owner-reliant. 

Technology and the pace of change

While technological change can significantly enhance the 
way business owners conduct their business, it also requires 
a time investment to get the best out of the technology 
that’s available.

The reality is that for many business owners, technology is 
another drain on an already time-challenged entrepreneur.

It can leave them with even less time to focus on the critical 
issues of maximising cash flow and correctly structuring their 
financial strategy so their personal goals are set and aligned with 
the goals of the business. 

Although technology has facilitated improvements in the 
procedures and operation of many small businesses, it has also 
sped up the transfer of products and services. 

As a result, family business owners in this modern world have to 
operate much faster to keep pace with the innovations that affect 
the future viability of their businesses.

A third generation food manufacturing business which has 
operated in Australia for over 85 years has experienced this 
challenge first hand.

“Not only must our business now produce a quality product at 
a reasonable price, it also has to accommodate the changing 
tastes and habits of Australian shoppers,” says Peter the managing 
director. “Meanwhile, two of the major supermarkets basically 
dictate to us the success of our new products through the control 
of in-store placement and shelf space fees.”

“More recently, our business has had to compete with a greater 
push from supermarket chains to establish their own generic 
brands. This in turn has reduced our manufacturing margins and 
eroded the benefit of our brand power,” Peter concluded.

Managing personal wealth

Given the factors highlighted above, getting good financial 
advice can make the difference between living how you want to 
live and not being able to afford to.

It is worthwhile considering the risk of not getting financial advice. 

Tax is an obvious example. In an ever changing legislative 
environment, the rules around superannuation and tax structures 
such as discretionary trusts are constantly evolving.

So too is the range of investment products now on offer. 
Hedging and short-selling are two popular investment techniques, 
but both have recently been in the spotlight as contributors to 
the unstable balance sheets of significant blue chip companies. 

The current global credit crisis and the collapse of the sub-prime 
mortgage market, as well as the fallout in equities, property and 
fixed interest markets all highlight the potential for danger and 
the complicated nature of investment markets.

And while regulation of the financial services industry has 
increased since the commencement of the Financial Services 
Reform Act in 2001, the potential for financial disaster has 
perhaps become more widely appreciated.

As a result, there has been a real push towards the simplification 
of superannuation and ensuring financial advisers are properly 
licensed to advise on particular structures such as self managed 
superannuation funds.
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But the onus is still very much on investors to know and 
understand the investment products they use and the financial 
strategy to which they agree. 

Therefore a lot of what good financial advisers do is educate 
their clients on financial options and strategies, empowering 
them to make their own decisions but ensuring these decisions 
are in context with their stated long term objectives.

The time trap

Often successful and smart business owners will know they 
have issues regarding their estate plan or tax structures. 
However, because it is an important but not urgent matter, it 
therefore ends up taking a lower priority than the day to day 
issues in the business.

Even if a business owner feels they do have the time to manage 
their personal financial affairs it may be that they have yet to 
truly discover what really is the best use of their skills, talent 
and resources.

Author Wayne Dyer is famous for writing about his work 
with people with terminal illness. Perhaps his most quotable 
remark has been that “…none of those people, confronted 
with their final days, said they wished they’d spent more time 
at the office”.

This could be extended to highlight that no one would regret 
limiting the time to manage their own investment portfolio.

“I pay someone else to manage my money so I can do all the 
things I can’t pay someone else to do: exercise, go to kids’ sports 
games, spend quiet time at home, take holidays, grow personally, 
improve my professional skills, enjoy my retirement, volunteer 
my time to causes, meditate, read great books, have dinner with 
friends – why would I do anything myself that I could pay 
someone else to do?” the delegators mantra.

Use the following questions1 to help you understand what is 
truly important to you. 

Take a piece of paper and write down your thoughts as you 
answer each of these questions in order.

Question 1

Imagine you are financially secure, and you have enough money 
to take care of your needs, now and into the future.

The question is … how would you live your life? What would 
you do with the money? Would you change anything? Let 
yourself go.

Don’t hold back your dreams. Describe a life that is complete, 
that is richly yours.

Question 2

Consider visiting the doctor who advises you have 5–10 years 
left to live. The good part is you won’t ever feel sick; the bad 
news – you will have no notice of the moment of your death.

What would you do in the time left to live? Will this change 
your life and, if so, in what way?

Question 3

This time the doctor shocks you with news that you have only 
one day left to live. Notice what feelings arise as you confront 
your very real mortality.

Ask yourself: What dreams will be left unfulfilled? What do I 
wish I had finished or had been? What do I wish I had done? 
What did I miss?

Business succession

In April 2004, CPA Australia’s Small Business Succession and Exits 
Survey 2 highlighted the continuing trend of business owners 
looking to leave their businesses in a relatively short time frame.

Some 40 per cent of surveyed participants said they intended to 
leave their business in the next five years. Thirty percent of the 
business owners were over 50 years of age.

As mentioned earlier, leaving a small business is fraught with 
difficulties. Most businesses are owner-dependent and do not 
have a succession plan or exit strategy. 

The report found that “30 per cent believe it would be difficult 
finding a buyer for their business, mainly due to the specified 
nature of the business, the expertise needed and the limited 
market”.

Yet despite this, the 2004 survey revealed 50 per cent of business 
owners planned to use their business as the primary source of 
funding for their retirement.

That is, although the majority of businesses have no exit 
strategies and are highly concerned over where to find a buyer, 
business owners continue to rely on their business to finance 
their retirement. 

The report concluded that “given that many business owners 
expect some difficulty in selling their business, many business 
owners may not be able to achieve their expectations to fund 
their retirement with their business assets”.

Of course one of the major challenges with succession is the 
assumption that family members will want and be able to 
continue the family business.

“Often the parents have the idea that the children will come 
into the business but the children have seen their parents work 
seven days a week, 70 hours per week,” says Karen Doyle, 
member of Family Business Australia. “Often the children do 
not wish to carry on the business.”

People’s expectations have shifted tremendously. The business 
owners of tomorrow do not want to be slaves to a business. They 
understand the importance of a balanced lifestyle that includes 
family, friends, relaxation, holidays and good physical health.

1.   Questions provided by the Kinder Institute

2.  To view the Succession Survey go to https://www.cpaaustralia.com.au/cps/rde/xchg/SID-3F57FECB-5875EA2B/cpa/hs.xsl/726_7914_ENA_HTML.htm
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THE SOLUTION
The close link between business and personal wealth management 
decisions means that to get full benefit from an advisory service, 
business owners need to source a financial adviser who takes a 
holistic approach to their finances.

CASE STUDY – FRANK AND GLENDA
They own and operate a real estate and mortgage broking 
training business. Frank wants to move out of the day-to-day 
running of the business, while Glenda wants to remain general 
manager before selling the business within five years.

The couple own two-thirds of the business and the remaining 
third is owned by Frank’s brother. Although the couple agreed 
to buy-out the brother’s share based on current revenue and 
valuations, they were unsure how to structure the buy-out. 

To provide good financial advice to Frank and Glenda, an 
adviser needs to understand the business issues as well as the 
couple’s personal goals and aspirations. 

This requires an in-depth understanding and analysis of a business 
owner’s lifestyle, goals and financial circumstances. This enables 
the development of a complete and strategic financial plan. 

Using a financial adviser in this manner means thinking of the 
adviser as a personal chief financial officer who helps a business 
owner make decisions about their money. 

A valued financial adviser will help lay the foundations of a 
business owner’s financial house with a personalised wealth plan 
tailored to their needs. And as a financial architect, a personal 
chief financial officer can deal modularly with additional 
components of a business owners overall financial picture. 

This might include estate planning, retirement planning, 
cashflow analysis, business succession and risk management.

Finally, if an adviser is not able to handle any issues in-house, they 
should have the resources and contacts to assist a business owner 
in identifying experts who can address these specific needs. 

The result is a complete financial plan and management 
strategy that enables business owners to maximise the full 
value of their business.

“Winning is not complicated. People complicate it. If you 
surround yourself with the right people, you win.” Dick Vermeil, 
Coach – Super Bowl Champions XXXIV, St Louis Rams.


