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HASLAM: Hello and welcome to the summer season Money Box Specials. In 

today’s programme, we’re attempting to cope with the recession from the perspective 

of small and medium sized enterprises, also known as SMEs. The small ones employ 

less than 50 people and the medium ones have under 250 people working for them - 

so they’re everything from the independent high street retailer, a back bedroom 

Internet firm, a one-man band, or a family run factory. And according to government 

figures, they make up 99.9% of the businesses in the UK, so their health is important 

amid the pandemic of recession. We’ll be hearing from one successful business whose 

bank wants more than a healthy balance sheet to secure a loan. 

LEA WILSON: Effectively the banking system is closed to small businesses who are 

not prepared to put their house on the line. 

HASLAM: And we head to Essex to visit a manufacturer who has some unexpected 

tips for plain sailing during an economic downturn. 

GOULD: It’s very difficult to let a customer go. But at the end of the day, you may 

find out, when you take everything into consideration, they’re actually costing you 

money. 

HASLAM: Plus we’ll be talking to a sole trader who’s ignored the gloomy headlines 

and is setting up on his own. But, first, let me introduce our panel of guests, hand 
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selected to reflect, advise and impart their pearls of business wisdom. Let’s start with 

Andy Berrow, an adviser from Business Link. Andy, I think I know what Business 

Link does, but just explain it to us. 

BERROW: Business Link, it’s a free and impartial business service aimed at SMEs - 

so, yes, up to 250 employees. I guess think of us as your old-fashioned doctor. We’ll 

help you decide what’s the symptom, what’s the cause, and then help you find the 

solution to that problem. 

HASLAM: Also in the studio is Julie Meyer, Chief Executive of Ariadne Capital. An 

entrepreneur in her own right who now invests in other peoples’ businesses. Julie, 

you’ve seen companies survive economic difficulties in the past. What are the key 

things that SMEs need to be doing right now, or indeed not doing? 

MEYER: You do have to run a really lean shop, taking out the fat of the system, but 

most importantly aligning interests. Everybody has to have the same view of the 

system. So if you’re the kind of CEO who doesn’t want anyone to know what’s going 

on in terms of the finances, that’s not going to help you. People want to be engaged at 

a strategic level. Not just told what the actions are going to be taken, but you know to 

be asked their input and so forth. 

HASLAM: So transparency and communication? 

MEYER: Absolutely. 

HASLAM: Down the line from Cheshire is Noel Guilford, Chairman of the Forum of 

Private Business. Noel, if you can generalise, what are the main concerns amongst 

your members at the moment? 

GUILFORD: Access to capital is probably the most significant. Now that we’re 

starting to see some indication that orders are being placed again with smaller 

businesses, what is desperately needed is the banking community to respond to that. 
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Unfortunately, there still seems to be a significant lack of credit. 

HASLAM: Okay, well we’ll return to that. How much help are the banks offering 

their small business customers and what does it take to get that help? Well to get some 

idea, Money Box has been to a firm called Anglesey Sea Salt in North Wales. They 

sell posh salt to the food industry and Co-Director David Lea Wilson has been 

looking at ways of raising more cash for the business. There’s the Enterprise Finance 

Guarantee Scheme designed to encourage viable small businesses who lack the 

security required to get a commercial loan. It works quite simply in that the bank 

supplies the loan, but if the company fails then the taxpayer guarantees 75% of the 

initial capital. Money Box reporter Bob Howard put on his beach gear and went to 

North Wales to find out more. 

LEA WILSON: We’re by the shores of the Menai Strait opposite Caernarfon Castle, 

and we’re looking out at Snowdon under a bit of cloud but a sunny day with the Gulf 

Stream bringing us clean, wonderful sea water twice a day, a hundred yards from the 

sea on a pebbly beach. And our pipeline is under that that we take our clean sea water 

from. 

HOWARD: And then at the end of last year, you got both the good news and bad 

news. 

LEA WILSON: A lot of major customers just held off ordering. They were de-

stocking and we had to make three people redundant, which is a horrible thing to do. 

And we won a really exciting project. So I needed to talk to my bank for two reasons: 

one, just to tide us over while we adjusted; and the other was to finance this business. 

HOWARD: So what was the bank’s response? 

LEA WILSON: The bank’s response was that our overdraft and loan was at the 

maximum for the guarantee we’d given for the size of the business and the only way 

they’d lend more money was with more security. And we were reluctant to do that.  
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HOWARD: What do you mean by security? 

LEA WILSON: Well ultimately with a small business, what that means is the 

owner’s home. 

HOWARD: But there will be people listening who will think put your money where 

your mouth is. If you think your business is going to succeed, why should the bank 

take all the risk? 

LEA WILSON: That is the nub of the issue because we maintain that we have shown 

tremendous commitment by providing a six figure guarantee that we know we can 

meet if we have to. 

HOWARD: And then you heard about the government’s Enterprise Finance 

Guarantee Scheme and you also took a look at that. 

LEA WILSON: Our bank said we were the first of their customers in North Wales 

where we had ticked every criterion that they were assessing it in that we were a 

viable business, good prospects, should be supported. But there’s one we couldn’t tick 

- that the directors have to put all their personal assets behind the guarantee - because 

for us, we had resolved that our principal asset, our house, was not available. After 20, 

30 years in business, we’d take it off the line. It doesn’t mean we’re not committed to 

the business, it doesn’t mean we won’t sign guarantees - but that was the sticking 

point, so we were ineligible for that scheme. But at some point banking is about 

looking at what’s in the future, what’s going to happen, looking at the person’s track 

record, what they’ve done before, have they always repaid money they’ve borrowed 

before, and taking a reasonable calculated risk. I believe that’s what banks should be 

doing, but I think the climate has fundamentally changed now where banks are 

reducing risk in every direction possible and increasing cost. Effectively the banking 

system is closed to small businesses who are not prepared to put their house on the 

line. 

HOWARD: Now we’re going to have a chance to speak to somebody who’s 
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responsible for the whole of business banking for your bank NatWest. What points do 

you want to put to him, do you think? 

LEA WILSON: Are banks really, really supportive to their customers now, or are 

they actually trying to make more money to repay the money they’ve borrowed from 

the government and are they answering to their shareholders before their customers? 

HOWARD: So David and I drove to the BBC studios in nearby Bangor to speak to 

NatWest’s Peter Ibbotson in a studio in London. David had several issues to put to 

Peter straightaway. 

LEA WILSON: I’ve been with NatWest for 7 years and with another bank for 10 

years beforehand. I’ve got an experience of running, starting and selling small 

businesses and I’ve found NatWest to be on the whole supportive. But in the last year 

talking the talk is fantastic, but when it comes to walking the walk and doing what 

you say, that hasn’t always matched up. And the specific areas that have concerned 

me in the last 6 months is the Enterprise Finance Guarantee Scheme, specifically on 

the subject of security and charges going upwards for margin over base rate. 

IBBOTSON: We think the point about the Enterprise Finance Guarantee first, David, 

because this is really important … 

LEA WILSON: It is, it’s important to thousands of businesses. 

IBBOTSON: So let me just focus on this for a minute. The banks aren’t allowed to 

use the Enterprise Finance Guarantee if there’s other security … 

DAVID: (over) That’s what I’ve got to dispute with you politely. That I’ve got a 

letter from Peter Mandelson which says quite clearly that lenders are entitled but not 

required to go for the security. I do not want to put my principal asset, my own house, 

on the line anymore, having done it in the past. 
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IBBOTSON: And I can understand why you would prefer not to put your house up 

for security, but the rules that we follow, all of the banks, is that if there’s security 

available - and in David’s case we would say that the house in his wife and his name 

is available security - we are required to take that before the scheme is available. 

HOWARD: As soon as we finished speaking to Peter Ibbotson, I asked David, as we 

were leaving the building, for his reaction. 

LEA WILSON: By and large it’s constructive, but to me he’s ducked some of the 

issue. And it might be in the small print of the rules, but my letter from Peter 

Mandelson says they’re entitled to take security but they’re not required to. 

HOWARD: But of course it’s not just NatWest which is under scrutiny for its 

dealings with small businesses, but the whole banking sector. I asked Simon Evans 

from the Federation of Small Businesses in Wales what advice he had for small firms. 

EVANS: The absolute minimum that you need to do really is to sort of sit down and 

revisit what your business’s finances are. You need to have a good accountant. If you 

don’t have a good accountant, get one and make sure that your finances are checked 

over with a fine toothcomb in the very first instance. Many businesses are wedded to 

their bank. If you’re not getting joy with the bank that you’ve been with for 10, 15, 20 

years, move onto the next bank, then look around until you get the deal that suits you 

better. 

HASLAM: Simon Evans from the Federation of Small Businesses in Wales ending 

that report by Bob Howard. Well you heard David mention a letter from Peter 

Mandelson, which was a response to his quest for clarification about the criteria for 

securing the loan. Well we showed the letter to NatWest and it maintains that it is 

acting within the guidelines for lending to small businesses. Noel Guilford, the Forum 

of Private Business has lobbied hard on this issue, helping firms negotiate with the 

banks for more cash. There seems to be lots of confusion about the rules over the 

Enterprise Finance Guarantee Scheme. Is that something you’re hearing from your 

members? 
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GUILFORD: Yes we are, Penny. We’ve spent quite a bit of time on behalf of our 

members researching the rules. The fact is that in the situation where there may be a 

principal private residence but the owner for perfectly good reasons doesn’t want a 

charge to be taken over his or her house, then the lender is quite able to accept that 

situation and then provide a loan under EFG. Our interpretation is that businesses are 

quite entitled to say to their bank that we’ve put as much money as we can into the 

business, we’ve provided a personal guarantee. We’re not prepared to go the last step 

and provide a second charge over principal private residence. But the rules are quite 

clear, you can accept our position and we can continue under the EFG. 

HASLAM: But what the banks are saying, including NatWest, is that they are 

required to apply their normal lending criteria before they can offer the Enterprise 

Finance Guarantee Scheme to customers. So if they would normally ask for 

somebody’s house as security, then they have to do that before they could offer the 

guarantee. Would you accept that? 

GUILFORD: No, not entirely Penny. Banks’ normal lending criteria change very 

frequently. In good times when there’s plenty of security available and there’s 

competition amongst banks, then the last thing they’re going to ask for is a guarantee 

over an owner’s house because they know people don’t like giving a charge over their 

house. The scheme is quite clear and so the fact that banks are I would say to an 

extent hiding behind this normal lending criteria is one of the reasons that not enough 

EFG money is getting through to small businesses. We know from government that 

they want to see more getting through; that the amount that’s available - 1.3 billion - 

is a much larger amount of money than is actually being lent.  

HASLAM: Okay. Andy Berrow at Business Link, you used to be a bank manager 

lending to small businesses, didn’t you? 

BERROW: I did indeed. 

HASLAM: Are banks behaving fairly, in your opinion? 
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BERROW: I think that there’s a lot of misunderstanding, as Noel was saying, the 

confusion around when the bank will and won’t ask for security. Certainly my 

understanding is that the bank will normally apply its ordinary commercial lending 

practices in the first instance, and then if there is no security available (in their 

opinion), they will then look at the Enterprise Finance Guarantee. I think the big 

thing, however, is for the business to go in with the best preparation that they can. 

Obviously finding that advice, you can go to your accountant, you can go to our 

website. There’s a whole load of fact sheets there on Businesslink.gov.uk that’ll help 

businesses get the information that they need to put those business plans together. 

HASLAM: If an entrepreneur is investing their own money or putting up a guarantee, 

putting their house up as collateral, does this make them less likely to default on their 

loans? Is it likely to make them a better business person?  

MEYER: You know I did some research before coming along here and I spoke to 

three banks at the kind of managing director level about SME banking. The fact of the 

matter is we all know that skin in the game focuses the mind, right? If you put a little 

bit of cash in - you’re going to work just that much harder, you’re going to work just 

that much longer. One of the banks mentioned to me that the probability of a company 

going under is 40% lower if the entrepreneurs behind it have put their own personal 

cash in and have reached into their pocket again to top it up when they’re expecting 

the bank to come in alongside of it. Now that’s different than putting your first house 

on the line. There’s perhaps some communications that could have been potentially 

communicated better. 

HASLAM: The best option of course is to avoid a position where you need to ask 

your bank for more money. To find out how that’s done, I went along to a 

manufacturing company that’s been in business for 250 years - surviving a number of 

downturns in its time, it’s fair to say. Kelvin Hughes in Essex makes high-tech 

navigation charts as well as sonars and radars for ships and cruise liners. It’s not a 

small business anymore, but if you’re casting around for ideas as to how to keep 

afloat, then it might pay to listen to Gould Russell, the MD of the company, who I met 

testing some of their products. 
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GOULD: Well this is actually a gearbox which is used to turn the antenna that you 

see on the top of ships, and this is about to commence its test. (test starts) 

HASLAM: So the top’s spinning round. It looks like a food processor, an industrial 

food processor to me. And if I wanted to buy one of these, what would I have to pay 

you? 

GOULD: Anywhere from around about £10,00 up to a million pounds. It looks like it 

works to me. We’ll pack that one and ship it. 

HASLAM: What are your top three challenges that the recession has presented you? 

GOULD: The top three challenges would be having to ensure that sufficient markets 

are there to be able to continue to deliver top line growth. Secondly, ensuring that our 

cash flow is absolutely water tight. And, thirdly, to ensure that the entire picture as far 

as the economic climate is concerned and how it affects our business is properly 

communicated to our staff. 

HASLAM: What have you done over the last couple of years that has given you a 

success story, a growth story amid recession? 

GOULD: We could certainly see the end of the shipping boom, which … The 

shipping industry has been enjoying some very favourable times 2005/2006, but we 

could see the end of that coming and so our strategy was to move into other areas. 

One of the easiest things is to look at your existing product range and to see how it 

may be relatively simply modified or adjusted to be attractive to a wider market than 

you had previously considered. 

HASLAM: You’ve actually taken some steps to make your business even more water 

tight, if you forgive the pun. 

GOULD: Whilst top line growth is something we certainly want to achieve, it’s 
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important, particularly in these economic circumstances, to look very, very carefully 

at the cost base and also the management of cash. We’ve looked closely at all of our 

debtors and made sure that we have very rigorous credit control processes in place. 

So, in other words, if we offered 30 day credit terms to a customer and that customer 

was paying after 45 days, it would have been less an issue then than it is now. 

HASLAM: And how rigorous are you being with your suppliers? What’s the squeeze 

there? 

GOULD: We’ve done a couple of things. One is to take our top twenty suppliers and 

go through that list and understand by supplier where there are some savings to be 

made. And, secondly, we’ve been working with our key suppliers to use our 

purchasing skill to help them get a better price from their suppliers. 

HASLAM: How have your customers and suppliers alike taken to your new rigorous 

methods of business? 

GOULD: I think our suppliers have all been feeling the squeeze from all of their 

customers, so I don’t think that’s come as any surprise to them. As far as our 

customers go, obviously generally we find that our best customers are the ones that 

pay us well anyway, so where we’ve experienced the biggest problems are with those 

customers who historically have been poor payers. And that does mean at times you 

have to make a tough decision about whether they’re customers you actually want to 

have. It’s very difficult sometimes to let a customer go, but at the end of the day you 

may find out when you take everything into consideration that they’re actually costing 

you money. 

HASLAM: Russell Gould, the Managing Director at Kelvin Hughes. He had quite a 

few strategies, including ditching difficult customers. Is that something Business Link 

would advocate? 

BERROW: It certainly is part of the business review that we carry out with our 

customers. Yes, we recommend they look at their customer base. People take the line 
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that well if I chase them too hard, they won’t give me more business; and my question 

would be well if they don’t pay you, do you want more business from them anyway? 

HASLAM: It’s clear that the most important thing is to keep cash flowing. But if 

you’re on top of that, what should your next priority be, Julie Meyer? 

MEYER: I think every sales pipeline will have some sort of formula of converting x 

number of leads to one unit of business, and probably you need to have more irons in 

the fire. So I think looking at a sales pipeline and saying okay typically we convert 

three sales calls to one customer, now it’s got to be five to get to one and it’s going to 

take twice as long. So again being realistic that the business is changing, so your 

processes about having to manage sales and sales conversion, customer acquisition is 

going to change as well. 

HASLAM: That all sounds quite scientific. And if you’re a one-man band, you’re on 

your own, you’re running a small business, is that something that … 

MEYER: You’re going to be working longer hours. 

HASLAM: Okay. 

MEYER: Let’s face it, it’s a recession. It’s difficult and you know you’re not going 

to be able to you know live the same kind of life that you did in 2006. You just can’t 

do that and it’s not fair and you’re going to have to cut down somewhere else on 

something.  

HASLAM: And of course one of those cuts would be laying off staff, wouldn’t it? 

Noel at the Forum of Private Business, how easy or difficult is it to make people 

redundant and stay within employment law? 

GUILFORD: The important thing, if you have to lay off staff, is to talk to them early 

and make it clear as to why you have to shed some jobs and how you’re going to be as 
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fair about it as possible. Employment law is clearly there to protect the employee if 

you don’t treat them fairly. But if you treat them fairly and make it clear why you’re 

having to make cuts, then it is not difficult to shed jobs in the proper way and comply 

with employment law. 

HASLAM: Which brings us neatly onto unemployment. Currently 2.4 million people 

are out of work - the highest number in 10 years - and if jobs are thin on the ground, 

it’s inevitable that people will look at other ways of earning money. One way, of 

course, is to start your own business. But in the middle of a recession? John Hulme 

has done just that. He was made redundant twice in two years from jobs in IT. But 

rather than look for another job, he decided to take control of his own destiny and join 

the ranks of the SMEs. He set up his own company that launched in May this year. 

John’s on the line now from Guildford. Your business is to do with cars, John. Tell us 

more. 

JOHN: Hi. Yes, the business, UK Carserv is basically an online business that allows 

people to be able to go and look for a price to have their vehicle serviced. It protects 

their warranty and it also saves them up to 60% in comparison to using main dealers.  

HASLAM: So obviously if you have a brand car that you want to protect and show a 

good logbook history of, you’d go to a dealership normally, but they cost a bit more 

money so you’re trying to save people money? 

HULME: Yes indeed, that’s exactly the point. We always use manufacturer parts and 

we protect people’s warranty at all times. 

HASLAM: Julie Meyer, you’ve raised hundreds of millions of pounds in capital for 

start-ups and you sit in the Dragons’ Den, the online version. What do you reckon to 

John’s venture? 

MEYER: I think it sounds really interesting. What I would say is that there’s a focus 

that entrepreneurs need to have on communicating and marketing their businesses 

right now. He should be proactively a communicator of this proposition in the market. 
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I would really stress him doing that. 

HASLAM: One of your colleagues, Julie, on TV’s Dragons’ Den, invested recently 

in a similar company. Is competition necessarily something to discourage John, or is it 

a good thing? 

MEYER: I think it’s a good thing generally. It validates the market. It shows that two 

independent entrepreneurs have had the same vision of the market. I would say it’s a 

kind of two-horse race. 

HASLAM: John, is there anything you’d like to ask Julie? And you can’t ask for 

money by the way. 

HULME: Oh right, I’ll go then. (laughs) What would you class as being the best way 

to get our name out to as many people as possible? 

MEYER: What I think is going to be really critical to your business is that you stay 

in touch with your customers that have had good customer experiences and you get 

them to write testimonials for you. And then you just market, market, market those 

testimonials and get yourself out there known as a personality who has an authority to 

talk and recommend in the car sector that you know a lot about. 

HASLAM: John Hulme of UK Carserv.com, thank you. Andy Berrow at Business 

Link, is setting up in a recession a stupid thing to do? 

BERROW: No, not at all. I think there are a lot of people out there that have come 

into redundancy money at the moment that are looking and thinking well I’ve got this 

lump sum of money, I need to do something with it, I need to generate an income. 

There’s also of course a lot of opportunities in a recession. If you can find a niche 

market and you can set into that niche, then you will make money provided you’ve 

done your planning, provided you’ve done your homework correctly. Unfortunately 

we see so many small businesses that don’t do enough market research, especially 
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when people are often starting from what at the moment is a hobby. They make the 

fatal mistake of thinking that because family like it, because friends like it, people will 

actually buy it. Please, please if you’re listening out there and thinking of starting a 

business, please make sure that somebody wants your product or service before you 

spend a lot of money developing it. 

HASLAM: And Noel, any words of comfort that you can offer your members at the 

Forum of Private Business that will help SMEs through this global economic 

downturn? 

GUILFORD: You don’t have to necessarily start a new business. You might indeed 

buy an existing business, and a lot of people are taking the opportunity to look at 

existing businesses that are on the market that they could possibly take over and build 

up. So I think the opportunities for people to start new businesses without necessarily 

starting from scratch are available at the moment. 

HASLAM: And join the swelling ranks of the SMEs. Well there we have to leave it. 

Thanks very much to our guests: Julie Meyer at Ariadne Capital; Noel Guilford of the 

Forum of Private Business; and Andy Berrow at Business Link. For more 

information, there’s the BBC Action Line - 0800 044 044 - and our website, 

bbc.co.uk/moneybox, where you can listen again and send your thoughts and 

comments. This time next week, I’ll be back with another Money Box Special on the 

psychology of the recession. Today the producer was Karen Kiernan and I’m Penny 

Haslam. 
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