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Industry Name ï ANZSIC ##### 

This class consists of units mainly engaged in Industry Name.  

Primary activities: 

¶ Sample 

¶ Sample 

1. Industry Overview 

At the end of financial year 2007-08, there were 11,300 persons employed in the Sample Industry 

generating $3.4 billion annually in Australia, with employment in several industries including:  Retail 

Trade; Other Services; Manufacturing; and Construction.  A high proportion of this workforce is 

employed on a full-time permanent basis (currently 89%), with males occupying the majority with 88%.  

At last count of business, there were 2,171 Industry Name across Australia. 

 

As with the wider Sample Industry, sample retailers are experiencing a slowdown in sales due to 

dwindling consumer confidence caused by the global economic crisis.  Australians are driving less and 

relying more on public transport ï less driving means less need for sample.  This decreased demand 

for sample is expected to severely affect the smaller owner operator retailers.  

There is also a major structural change occurring in Australiaôs sample industry due to the increasing 

fuel prices and the shrinking of the Australian family.  As a population we are now buying smaller, more 
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fuel efficient vehicles as opposed to the traditional larger models such as the Commodore and Falcon 

and recently the large SUVs.  

 

This change in market demand for smaller passenger vehicles will have a ripple effect on the Australian 

sample Industry, namely sample retailers.  This will put downward pressure on industry revenue growth, 

as small sample are generally cheaper, generating smaller profits per sale.  

 

Overall the lack in consumer confidence is expected to continue hand in hand with the global economic 

uncertainty.  As a result, product differentiation will be increasingly difficult to achieve.  Price, service, 

warranty and performance differences will be the keys for businesses staying competitive.  

Manufacturing, 
64.7% 

Retail Trade, 26.5% 

Accommodation and 
Food Services, 6.6% 

Wholesale Trade, 
1.8% 

Bus Tyres, 10% 

Income Segmentation 

        70% 

      30% 

Passenger motor vehicles

Commercial vehicles

Major Market Segments  



 

 5 

##### Industry Name 

 

Copyright 2010 benchmarking.com.au Pty Ltd 

Industry Particulars 

¶ Full-time male employees occupied the majority (88%) of industryôs positions in 2008.  

 

¶ The highest percentage of employees lies within the 20-24 age bracket, the median age is 28. 

 

¶ The average weekly income for construction workers (EBT) was around $700 per week. 

¶ Employment growth in the industry has grown by 0% over the past 5 years. 

¶ The average weekly hours worked for employees in this industry was 42.1. 
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Strengths of the Industry 

¶ No substitute services available. 

¶ Products are essential items, especially at times of vehicle inspection. 

¶ Road Freight is still a necessity for everyday use. 

¶ Increased demand for public transport will foster the increased consumption of commercial 

vehicle sample. 

 

Weaknesses of the Industry 

¶ Low barriers to entry. 

¶ No loyal customer base, very easy for customers to go from one business to another. 

¶ Falling Australian dollar is increasing the purchase price of sample. 

¶ Decrease in the demand for new vehicles for private users. 

 

Opportunities within the Industry 

¶ Increased demand for public transport ï retailers can target specific transport companies and 

come to preferential trade agreements, in order to offset the decline in private motor vehicles 

sales. 

¶ Commercial vehicle sample are still big ticket items. 

¶ Pricing and Performance will be the key business differentiators for budget-conscious 

consumers. 

 

Threats facing the Industry 

¶ Forecast of negative economic growth in 2008/09 and declining Australian dollar, may lead to 

reduced business income. 

¶ More people are relying on public transport to offset the rising cost in running a vehicle, leading 

to lower demand for new vehicles and automotive services. 

¶ General sales may decline as people seek to reduce spending during uncertain economic 

conditions. 
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2. Performance Differentiators 

The challenging economic conditions in which businesses now operate require owners and advisers to 

carefully examine business performance with regard to profit drivers, expense structures and their 

competitiveness in the market place.   

The analysis by benchmarking.com.au identifies specific profit improvement strategies for businesses 

operating in the sample Industry: 

 

Improve the Firmôs Efficiency 

¶ Review each individual expense item; 

¶ Budget costs annually; 

¶ Review costs against budget regularly; 

¶ Maximise effectiveness of growth-based expenses (e.g. marketing and training); 

¶ Continually investigate and implement more efficient or less costly ways of operating the firm; 

¶ Ask ñwhat would happen if we didnôt buy / spend this?ò to focus attention on incidental 

expenditures; 

¶ Adopt the ñgreen themeò reduce, re-use and recycle consumable items. 

Improve Stock Control 

¶ Set up a stock control system; 

¶ Stock-take regularly; 

¶ Can stock holdings for individual product lines be reduced? 

¶ Monitor monthly sales; 

¶ Monitor monthly purchases; 

¶ Compare with budgets and adjust for future months to avoid overstocking. 

Eliminate High Cost Purchases 

¶ Too many small orders with high freight costs; 

¶ Too many suppliers so no quantity discounts (no stock rationalisation); 

¶ Not taking advantage of settlement discounts (where they are worthwhile); 

¶ Not planning purchases. 
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Prevent Closing Stock being less than it should be through factors such as: 

¶ Staff pilferage or unauthorised use of minor items; 

¶ Damage while stock is in storage; 

¶ Stock received not checked against delivery dockets or invoices; 

¶ Damaged stock not returned to supplier for credit. 

 

Avoid Depressed Total Sales from the Level of Stock sold by Correcting: 

¶ Poor pricing (inaccurate cost prices or excessive and unauthorised discounting); 

¶ No re-pricing (on old lines / after a promotion); 

¶ Poor sales mix (not enough sales of higher margin lines);  

¶ Poor merchandising and display. 

 

 

Minimise Debtors 

¶ Encourage payment by customers as they collect their vehicle; 

¶ Encourage use of cash or credit card as a method of payment; 

¶ Produce invoices as the job is completed; 

¶ Set clear policy for debtors follow-up; 

¶ Carefully review each request for credit; 

¶ Immediately stop account when overdue; 

¶ Produce monthly aged debtors list; 

¶ Chase late payers (e.g. over 30 days) immediately by phone; 

¶ Delegate follow-up to one individual ï and make sure they have time to do it! 

¶ Routinely identify bad debts and write-offs (not just at year-end); 

¶ Institute legal action where the debt is big enough to justify it. 
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3. Industry Specifics 

Full benchmarks of the industry are provided in the Appendix.  The industry analysis by 

benchmarks.com.au identified the specific differentiators of the high profit / high performing businesses 

(top 25%) that set them apart from the low profit businesses (bottom 25%). 

 

Income and profitability 

¶ The more profitable firms were much larger on average: 

 

 
Low Profit High Profit 

Turnover $1,393,710 $2,246,546 

Net profit (bps*) 5.92% 14.57% 

 

A larger turnover may help to generate higher profits per owner, however it is no guarantee.  Other 

factors such as better personnel productivity combined with greater staff leverage lead to greater 

profitability. 

 

¶ Cost of goods sold was almost parallel between low and high profit businesses: 

 

 
Low Profit High Profit 

COGS 67.29% 67.06% 

 
Incredibly the COGS were almost identical between low and high profit firms, demonstrating that the 

factors driving profitability lie within:  productivity, personnel structure and expenses management. 
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Expense analysis 

¶ Higher profit firms had much lower non-salary overheads: 

 Low Profit High Profit 

Employeesô wages as % 

of Income 
14.60% 10.15% 

Non Salary Overheads 14.53% 9.75% 

 

Tighter cost control is a feature of the more profitable firms in many industries and the high profit 

sample Industry businesses have achieved this outcome too.  This was achieved in both salary and 

non-salary overheads.  The non-salary overheads are an important factor leading to the higher profit 

levels.  All funds that are saved in non-salary overheads add straight to the bottom line. 

 

¶ More profitable practices spent a smaller proportion of income on expenses 

 Low Profit High Profit 

Rent of Premises 4.28% 3.23% 

Insurance Expense 2.35% 1.44% 

Interest Expense 5.03% 2.98% 

You canôt save your way to success but most expenses for services are fixed i.e. rent & wages.  As 

fees increase, expenses as a proportion of total income decrease.  In other words, the increase in 

expenses as production increases is immaterial. 
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Productivity 

¶ Personnel productivity was higher in the most profitable businesses: 

 Low Profit High Profit 

Total Income per Fee 

Earner 
$382,220 $578,521 

 

The revenue-based productivity indicators tend to become progressively higher as profit levels 

increase.  This suggests that the more profitable firms have used their people more effectively to 

support the sales of the business.  However, a more reliable comparison comes from the Total Income-

based results.  The above figures show that personnel productivity was much higher in the more 

profitable firms:  those firms obtained a higher return from each person.  Higher personnel productivity 

is an important contributor to higher profit levels, as it means that the increase in personnel numbers 

and the related wage cost is kept to a minimum.  It also helps a number of expenses to become lower 

percentages of income.   

 

Staffing  

¶ High profit firms had fewer owners: 

 

 

Low Profit 

 

High Profit 

Working Owners 1.57 1.26 

Production Staff 4.58 6.05 

Total Personnel 6.22 7.31 

 

By employing more people, the higher profit businesses were able to undertake and complete more 

work, generating more revenue from employees and have fewer owners sharing in the profits. 
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Operations 

¶ The most profitable businesses had longer debtor turnaround: 

 Low Profit High Profit 

Daysô Debtors 25.73 35.13 

 

This illustrates that lower profit businesses were ñcash onlyò operations and higher profit businesses 

may have had more payment options available to their customers.  In turn, this may include longer 

billing cycles or preferential payment options for long term / consistent trade partners.  Debtors need to 

be managed effectively to control liquidity within an acceptable range.  The lower this ratio, the less 

lumpy the cash flow will be. 
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4. Financial Ratios 

The following targets have been established for industries against which individual entities can be 

measured.  Rules of thumb of acceptable target values can be used as checks of reasonability of 

performance; however, norms and rules of thumb are not absolute as target results may vary from 

industry to industry. 

The following ratios address the ability of a business to convert activity into cash and how effectively 

assets are used to generate revenue. 

 

Target 

Accounts Receivable Days 28.61 days 

Accounts Payable Days 38.44 days 

Inventory Days 40.38 days 

Asset Turnover Ratio 3.12 

Activity Ratio 16.40 

Inventory Turnover 14.61 

Return on Equity 29.17% 

Return on Total Assets 13.60% 

Return on Capital Employed 30.58% 

Gross Margin Return on Inventory 459.18% 

 

The liquidity ratios are indicators of the ability of a business to meet its debts as and when they fall due.  

 
Target 

Current Ratio 1.54 

Quick Ratio 0.76 

Acid Test 1.05 

 

The financing ratios assess how comfortably the business can meet its interest commitment, its level of 

debt financing compared with assets funded, and whether or not borrowings contribute to profit of 

shareholders. 

 
Target 

Interest Coverage Ratio 4.27 

Debt to Equity Ratio 1.59 
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5. Appendix 1:  Comparative Benchmarks 

¶ By Turnover 

¶ By Net Profit per Principal and Premises 

¶ By Location 
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