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‘A Guide to Financial Management for SMEs’

‘Good financial management is critical to the success of any business. Without it, a business can
be set for failure from the start.’

Around 400,000 new businesses start-up in the UK annually, but one-third of start-ups ceased trading within
three years. It’s not a lack of customers or products that will destroy a business —it’s a lack of cash.  Financial
decisions made at an early stage can be the most important, as well as the most difficult. The ability to have
the right finances in place and plan financial matters effectively can help a business grow and adapt to a
changing economic environment.

According to
the Department
for Business
Innovation and
Skills (BIS):

Only 20% seek advice Only 1in 3 hasa
before applying for a loan. business plan.

15% didn’t apply 4 out of 5 financial decision Only 25% of small businesses
for finance despite makers have no formal consider themselves strong
wanting it. training in financial matters. at accessing external finance.

Four stages of business
development

There are four key stages in the
development of a start-up. At each stage, Entrepreneur
a business owner will need to consider an
element of financial management which
will help their business stay healthy and
achieve its potential.
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KEY QUESTIONS

for an entrepreneur to
consider at this stage

* This can be the most critical stage in the
success of a business idea.

» Researching the market and assessing
potential demand for your product or service
should be undertaken now.

* Each business should produce a business
plan incorporating financial forecasts.

KEY QUESTIONS

for an entrepreneur to
consider at this stage

» Taking into account financial forecasts, 1 manage your day-
this is the stage where a business plan is
implemented.

» Cash management is key — small businesses
fail when they run out of cash.

* This is the stage where business owners
will consider securing finance to grow their
business - strong financial management is
vital for a good credit rating.
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KEY QUESTIONS
for an entrepreneur to
consider at this stage

This is the stage where the business has
overcome the start-up stage.

A small business should seek qualified
independent financial advice before
accessing finance to grow their business.
Audit, assurance and management
accounting will be helpful.

Think about the information you provide.
For example, a small company may file
abbreviated accounts at Companies House.
Abbreviated accounts do not provide credit
reference agencies with the information they
need to build up a picture of a business’
suitability for credit.

KEY QUESTIONS

for an entrepreneur to
consider at this stage

This is the stage where a small business
may grow in size. As a result, they will
have a wide group of stakeholders who
often require audit and assurance of their
business’ finances.

Some small businesses may consider
accessing a wider range of finance including
an Initial Public Offering (IPO), private
placement or private equity sale. Typically

a three year track record of clean audited
accounts is key and audits taken at earlier
stages of a start-up’s development will be
more beneficial to this process.
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