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Abstract 
This paper reports upon a research project which was designed to explore the relationship between the record keeping 
practices of small businesses5 and their potential exposure to tax and related business compliance problems. It was 
hypothesised that these problems might include increased tax audit exposure (combined with the potential for adverse tax 
audit outcomes where record-keeping practices are poor), higher tax compliance costs, and greater liquidity and cash flow 
problems that cause difficulties in remitting taxes collected on behalf of the Australian Taxation Office (ATO) which can 
lead to business failure.  

The paper examines these issues and suggests that although there are a number of links between small business record 
keeping practices and tax compliance issues, these links are neither as straightforward nor as strong as the initial hypotheses 
might have suggested. The research used a mixture of qualitative (focus group) and quantitative (survey) methodologies and 
involved more than 500 small business owners and managers, over 300 tax practitioners6, and a small number of ATO 
auditors.  
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BACKGROUND 
An appropriate record-keeping system can determine the survival or failure  riri
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of the tax system and the excessive burden of ‘red tape’ that it imposes upon small 
businesses. Closely allied to this is a concern with compliance issues – with ‘getting 
things right and not falling foul’ of the ATO, with not incurring penalties or being 
audited. This concern also feeds into the problem of excessive compliance costs, as 
taxpayers are obliged to spend more of their limited time on complying with their 
taxation obligations, and/or pay more to their tax advisers (see, for example, Evans, 
Pope and Hasseldine, 2001). 

In addition, research indicates that small businesses have an on-going problem with 
cash flow issues. Their liquidity is constantly impacted by the tax system – and in 
particular by the arrangements under which they are required to pay their own tax 
liabilities and hand over taxes collected on behalf of others (PAYG etc). 

In spite of this public attention and research, there has, to date, been little work done 
in Australia in measuring the benefits or potential costs of the failure to implement or 
operate an adequate record keeping system. In short, in a large literature in the area of 
tax and small business compliance, there is no academic work that directly evaluates 
the impact of small business record keeping on compliance risk, whether in the form 
of increased audit exposure, higher compliance costs, liquidity/cash flow issues or 
other compliance problems. 

In a recent Discussion Paper CPA Australia has recognised the need for better 
information and sound empirical evidence on which to base small business policy 92 Tw 10.98 0 0 10.98 141.1p4.24164 29 537.59d em has ationall businepl44m
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Audit exposure and audit outcomes 
Conceptually, the link between poor record keeping and audit exposure may be either 
direct, or indirect. The indirect relationship refers to the possibility that without 
accurate records, firms are more likely to come to the attention of tax authorities 
through late filing, conspicuous or abnormal financial ratios, seeking amended 
assessments etc. The direct relationship considers the hypothesis that while 
susceptibility to tax audit may be independent of the quality of the record keeping 
practices of the business, once selected for audit, SMEs with poor record keeping 
practices face higher probability of an amended assessment than those with better 
record-keeping systems and processes in place.  

The ATO has become increasingly active in the records management of small 
businesses. The introduction of the GST in 2000, and other changes resulting in 
quarterly reporting, has meant that both the components of a record keeping system 
and the frequency of update have become critical in ensuring SMEs meet their tax 
obligations. In addition, the record keeping requirements of the GST have impacted 
on the cash economy, driving some elements into the tax system, and others further 
underground. Consequently, those businesses which previously operated outside the 
tax system have now found their record keeping ability to be so
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seriously hampered. It is hypothesised that greater costs are likely to be incurred in 
preparation of materials, clarifying, locating and delivering information, and general 
stress on owners dealing with such issues. Taxation compliance is unlike other 
regulatory requirements as it is often thought to provide positive externalities to the 
business in the form of greater information and management control, thereby reducing 
the actual costs of compliance attributable to the tax system. The extent to which 
quality record keeping further reduces this cost is part of the focus of this study. 

Liquidity issues  
The failure to adequately manage cash flow as a result of poor record keeping has 
often been listed as a cause of small business failure. As long ago as the early 1930s, 
empirical research by Corstvet in the USA concluded that “inadequacy of records 
seems in all but the largest of businesses to be one contributing factor making toward 
failure” (1935, pp. 61-62). Similar conclusions have been derived more recently in 
Australia (see, for example, Productivity Commission, 2000). However, the 
importance of managing liquidity in a business extends beyond cash flow 
management, and encomp
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The research used a mixture of qualitative and quantitative methodologies and 
involved tax practitioners, small business owners, and ATO auditors. The 
methodology that was originally proposed identified three distinct phases.  The first 
phase was to comprise two focus groups of up to 12 tax practitioners in total, designed 
to obtain a practical benchmark for small business record keeping. It was proposed 
that phase two would consist of surveying small business clients of the focus group 
practitioners (8 from each practitioner, making 96 in total), in order to map the 
relationship between record keeping and compliance risk as perceived by both 
advisers and their clients. The third phase was to examine compliance risks from the 
ATO perspective, and ensure triangulation of the data, comparing the expectations of 
ATO officers, practitioners and small business taxpayers.  

The original research design was altered as the project progressed as a result of both 
practical and theoretical constraints. The primary changes related to the data 
collection from practitioners and the sample selection of small businesses.  

Following the first focus group, a necessary change in methodology was identified. It 
was decided that the second focus group would be replaced by a broader survey of 
practitioners.  This change was made for a number of reasons. Firstly, the information 
from the first focus group was particularly comprehensive, providing useful 
background information for the project. However, the participant practitioners 
expressed a reluctance to offer clients for phase two, an important motivation for the 
focus group, because of client confidentiality. Secondly, while the information was 
useful as background information and provided the necessary practical insights for the 
project, the outcomes were not easily quantifiable.  

As a result, it was decided to replace the second focus group of practitioners with a 
survey of 300 practitioners, drawn from the CPA Australia database.  

As a flow-on effect, the small business sample, rather than being sourced from the 
lists of practitioners’ clients, was accessed via a commercially available database. 
Consequently, the sample size of SMEs was increased from 96 to 500 to ensure 
reasonable population coverage. 

The following paragraphs outline the research design more fully. 

The Focus Groups 
Focus group research is based on facilitating an organised discussion with a group of 
representative individuals. Discussion is used to bring out insights and understanding 
in ways which simple questionnaire items may not be able to tap. The focus groups 
served the additional purpose of acting as a ‘cognitive laboratory’ for the development 
of ideas and items for inclusion in the survey instruments in subsequent phases.  

An initial focus group was conducted with accountants from a Sydney CPA 
discussion group.  Its objectives were: 

• To establish CPA practitioners views on the benchmarks that they considered 
appropriate for effective record-keeping practices for small business taxpayers; 

• To identify their perceptions of the relationship between small business record-
keeping and compliance risk (as evidenced by higher exposure to ATO audit, 
increased compliance costs, cash flow and liquidity problems, and any other 
compliance issce2O98 2604ac50.375 1124i8210.910.6.755r62va10272.10277 Tm
(m)iti 
10.98 0 0 10.98 362O.66
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• To provide information useful for the design of a survey instrument to be used 
with small business taxpayers who may be their clients (in Phase 2); and 

• To enlist their help in identifying up to 100 small business taxpayers prepared to 
assist in the survey phase. 

The focus group of eight participants covered issues relating to small business and tax 
agent concerns about record keeping requirements and practices. The information 
gained from this group was used to develop the practitioner and SME surveys.  

The second focus group comprised eight officials from the ATO engaged in audit and 
SME tax compliance.  Its objectives were: 

• To establish the views of Tax Officers involved in SME and Cash Economy8 
compliance activities on the benchmarks that they consider appropriate for 
effective record-keeping practices for small business taxpayers; 

• To identify their perceptions of the relationship between small business record-
keeping and compliance risk (as evidenced by higher exposure to ATO audit, 
increased compliance costs, cash flow and liquidity problems, and any other 
compliance issues that may arise); 

• To compare those views with the views of tax practitioners and small business 
taxpayers (which have been obtained through focus groups and by survey). 

This focus group was conducted as the last phase in the project on 30 November 2004. 
The focus group was held at the ATO Hurstville office, and covered a range of 
questions regarding the ATO experience of SME record keeping and their opinions on 
the linkage between record keeping and compliance issues. The information which 
resulted from the group was then compared to that provided from other sources. 

Each focus group used an external professional moderator to facilitate (but not 
dominate) discussion, and each was attended by two members of the research team. 
The Atax researchers acted primarily as observers in the process, although an 
opportunity was given for the research team to pose specific questions or make 
specific comments at the end 71.e8 0 0 10.98 142.92169 371.0604278 333.14093 Tw 10.98 0 0 10.98 332 Tm
(.)Tj
10.98 0 0757 358. Tw20.98 3ril9.4k358580 0 .p72037 Tm
(group use0.65018 345.80087 Tm1.e8 0 0 10.98 142.0757 358. Tw20.98 3r7380v0 0pe80v0 0pe80v0 0pa2e8 0 0 10.98 142k2n793 358.46082 Tm
(a Tm98 0 0 10.98 37 Tm
(r)Tj
10.98 0 0i.98 190.30463 335.80087 Tm1.e8 an )Tj
0.0007910.26e 94202 371.06042 t2 Tm
(arily)Tu98.0553 356042 Tm
(arch tea)Tj
16.06r 07)Tj
10.9842 3 roe553 35h80087 98 7p2i2 Tm
(7608(ussion, and )Tj8tTj
10.98 0 0 10.98 381.71338 3b94 Tm26.0 1 333.37e8 an )Tj
0.0007910.2n Tm26.0 1 333.37e8 9process,essional miw 15.80087 Tm
(a)Tje8hrna0.90.98 0 0 10.98 360.7se7profee
10e8 0 0 10.98 52410.98 0 0 10.98 5278j8te8 9procetfoj
38 eaTm
(r)Tj
10.98 062u4198 0 00 0 10.98 37 2e6(sp2k2n 0 98 2910.2k2n793 358.46082 Tm
)Tj758 37  to meme







eJournal of Tax Research Record Keeping Practices and Tax Compliance of SMEs 

Representativeness  
One important aspect of survey methodology is to ensure, so far as possible, that those 
who respond to the survey (the effective sample) broadly reflect the categories of 
those taxpayers who were surveyed (the mail out sample). The SME survey was 
drawn from a commercia
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those who responded early in the survey process, comprising the first 70% of 
respondents, and those who responded later (the remaining 30%).   

The questions selected for analysis were: 

• Questions 11, 34 for SMEs. 
• Questions 11, 23 for practitioners. 

For SMEs, these questions examined to what extent respondents were exposed to 
audits or liquidity concerns, and their attitude to record keeping. For practitioners, the 
wave analysis tested for differences in attitude to record keeping and perceived link 
between record keeping and audit. 

A chi-square test revealed that, at the 5% level of significance, there was no 
statistically significant difference between the perceptions of early and late SME 
respondents. For the practitioners, no difference between mean responses for the link 
between record keeping and audit was found at the 5% level. Similarly, there was no 
statistical difference between the main reasons for record keeping. In summary, the 
outcomes of these tests for non-response bias strongly suggest the absence of any such 
bias in the responses to either survey. 

FOCUS GROUP OUTCOMES 
The Practitioner Focus Group 
The primary purpose of the tax practitioner focus group was to assist in identifying 
issues for inclusion in the SME and practitioner questionnaires. Issues raised in the 
focus group, listed from the most general and widely agreed upon to the more 
specific, and based on practitioner knowledge and experience, are detailed below.  

The outcomes of the practitioners focus group  were: 

• SMEs were generally not interested in accounting or record keeping for the small 
business. Most SMEs saw such activities as a waste of time, rather than an 
essential part of operating a small business.  

• The use of computerised accounting packages did not improve client records. In 
many cases, the lack of knowledge or understanding by the client resulted in just 
as many errors as a paper based system.  

• Increasing fees to dissuade clients with poor record keeping practices was widely 
used, as was requiring up-front payments from those clients whose records would 
require a significant amount of work. There was a general consensus that those 
with poorer records incurred higher accountancy costs than those with good 
records.  

• Most SMEs were concerned with the cash balance as an indicator of business 
health. This ‘indicator’ has been corrupted following the introduction of the GST, 
whereby some of this cash belongs to the tax authority rather than the business. m crecords.  
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o the SME operating a cash business; 
o inconsistencies in financial performance between periods; and  
o adjustments to prior returns. 

• Liquidity concerns around SMEs concentrated on general cash flow management. 
Most notably, the collection of taxes, which had to be remitted to the ATO at 
some point in the future, was causing major cash concerns. In particular, because 
of the unsophisticated nature of their record keeping, the taxes collected were 
being spent as business income, and when it came time to remit the money to the 
ATO, it wasn’t available. The removal of Prescribed Payment System was a 
significant shock to many SMEs.   

The issues raised above were subsequently incorporated, in an objective manner, into 
the relevant questionnaires, to test the validity of the opinions expressed. 

Tax Officer Focus Group 
The tax officer focus group aimed to canvas the opinions of tax officials who have 
routine contact with a variety of SMEs across Australia. In general the results 
confirmed those of both the previous focus group, and the surveys.  

Some of the broad findings of the focus group included: 

• Tax changes were just a small part of the compliance issues of small business. The 
tax officers considered that changes in workers compensation, superannuation etc 
were equally important in the additional compliance burdens they placed on small 
business. Further, tax changes such as the GST were seen as creating positive 
externalities (such as improved management control) to the business, which 
workers compensation and superannuation record keeping does not.  

• According to the ATO officers, the most important factor in a record keeping 
system was its appropriateness to the business. The system required for effective 
record keeping depends on legal structure, business nature, number of transactions1.4l41 Tm
(e, business na)Tj
16depends on stemstem
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• There was a perception that compliance costs have increased because of the 
increased audit activity. ATO officers indicated that, particularly since the 
introduction of the GST, the number of SME audits has been increasing rapidly. 
This results in further compliance costs imposed on small businesses as they need 
to spend time documenting and answering audit questions.  

• The effect of poor record keeping on liquidity was considered to be felt through 4 0 6 5r32r10.02 0oh7 0 ( )T98 t.3.6405 Tm
(This r9c151 c2h)Tj
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Almost 90% of respondents used either a computerised (65%), or partly com
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all accounting reports. A chi-squared test revealed that this difference was not 
statistically significant (p = .808). 

TABLE 4.2 PREPARATION OF ACCOUNTING REPORTS AND AUDIT EXPOSURE 
 Cohort not audited 

 
(n=81) 

Cohort exposed to audit 
(n=27) 

Cash Statement 60% 88% 
Profit and Loss 86% 92% 
Balance Sheet 80% 92% 
Debtors and Creditors 76% 88% 
 

In further analysis it was identified that there was no relationship between the 
elements of the record keeping system (Question 16) and exposure to audit 
 (p = .986). Further, the frequency of maintenance of such records was also proved to 
be not statistically significant.  

When comparing what respondents viewed as the main reason for keeping records, 
those that had been audited were twice as likely (40% versus 20%) to view tax 
compliance as the main reason for record keeping. There was a statistically 
distinguishable difference (p = .000) between the top three reasons12 for record 
keeping. This suggests that the threat of audit may not be enough to induce a change 
of behaviour. It is only once a business has actually been audited that the importance 
of tax requirements become apparent and behaviour changes. 

The hypothesis of a link between record keeping and audit exposure is therefore not2072 Tm
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explain the relatively small number of SMEs who experienced an amended 
assessment as a result of the audit. 

Because of the low number of respondents with an amended assessment (n = 8), 
statistical tests to establish differences in the quality and nature of records for this 
limited cohort were not possible. Some broad comparisons from the data, however, 
may be indicative, though should be treated with caution. 

There is a marked difference in preparation of accounting reports between those who 
had an amended assessment as a result of audit, and those who had none. Table 4.3 
shows the relative percentages. It is clear that the cohort of businesses that received 
amended assessments as a result of the audit were less likely to prepare (or have 
prepared) basic accounting reports, particularly so far as cash statements and debtor 
and creditor reports were concerned. 

TABLE 4.3 PREPARATION OF ACCOUNTING REPORTS AND AMENDED ASSESSMENT 
 No change 

(n=29) 
Amended assessment 

(n=8) 
Cash Statement 89% 62% 
Profit and Loss 100% 87% 
Balance Sheet 100% 87% 
Debtors and Creditors 96% 75% 
 

Those respondents who had an amended assessment were almost twice as likely (25% 
versus 13%) to prepare their own tax reporting in-house, rather than seek the services 
of a professional. They were also far more likely to have their annual tax returns 
completed in-house than by a professional (50% versus 17%). This suggests that the 
use of qualified external practitioners reduces adverse audit outcomes, although the 
conclusion has to be treated with caution given the small numbers involved. 

Compliance Costs 
We initially hypothesised that businesses with poor record keeping practices would 
likely encounter higher taxation compliance costs than businesses with better record 
keeping practices. Extending the theme that emanated from the focus group, the 
research team examined this relationship between record keeping and compliance 
costs.   

Initial support for the hypothesis was garnered from SME respondents’ attitude to the 
statement that “Good record keeping reduces compliance costs of the business” 
(Question 45).  Three times as many participants in the survey agreed with this 
statement compared to those who disagreed (69 respondents compared to 22). Note, 
however, that 30 respondents (25%) were either neutral or did not know. As a result, 
the 69 positive respondents represented only 57% of total responses – a majority, but 
not an overwhelming endorsement of the statement. These results indicate that the 
participants are not certain that good record keeping practices will reduce the taxation 
compliance costs. 

Participants were also asked to estimate the annual internal and external costs 
associated with various tax reporting requirements of the business (Question 33). 
Comparisons were made on the basis of how respondents self assessed the quality of 
the records and the costs (internal and external) that they reported. Subsequent 

305 
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analysis focused on the relationship of the types of records that were prepared in-
house and externally, again related to costs of compliance. 

Table 4.4 compares the mean and the median internal costs associated with the 
various record keeping activities. Those businesses that considered that they had 
better quality record keeping practices (measured as a self-assessed score of 8 to 10) 
had higher mean and median estimates for all internal costs except for payroll and 
other taxes compared to those who assessed the quality of their record keeping 
practice as less than 8. The mean internal costs relating to payroll and to other taxes is 
broadly similar. 

T
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• had generally been in business for a slightly shorter period of time; and 
• had a lower business turnover on average. 

Table 4.7 outlines the difference in preparation of accounting repo
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survey responses for all questions for the tax practitioner survey are contained in 
Appendix B.  

Responses to the questions in Section A (Practice Background) of the survey reveal 
that: 

• just over two thirds (68%) of the responses came from self-employed sole 
practitioners, and just over a quarter (27%) from partners in practice. The partners 
were predominantly (80%) from partnerships with four or fewer partners 
(Questions 1 and 2: Appendix B); 

• the GST inclusive turnovers of the respondents’ practices were generally less than 
$1 million (88%).  The practice turnovers for roughly a quarter were less than 
$100,000; for a further quarter were between $100,000 and $250,000; and for just 
over one third were between $250,000 and $1 million ( 10.98 00.9212 Tm0n41 0 j
10Tm
7Tj
10.98 2 Tm
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57% thought that the filing of the annual tax return also improved business 
management (Question 21). Additionally, 60% of practitioners believed that 
computerised record keeping practices improved the accuracy of the records of more 
than half of their SME clients (Question 18). 

Compliance with the tax law was identified by 60% of practitioners as the main 
reason for record keeping, exceeding general business management by a factor of two 
(Question 11). This symmetrically contrasted with the view of SMEs, who (in almost 
equal proportions: 58%) saw business management as the main reason for record 
keeping. This inevitably reflects the greater tax focus of the practitioners compared to 
the SME owners’ and managers’ focus on the business. 

Almost all practitioners (95%) advised clients on record keeping systems, and then 
actually set up those systems for the clients (80%) (Questions 12 and 13). The number 
of transactions and perceived competency of the client were the primary factors that 
determined whether these systems were computerised (Question 15), which they 
tended to be for about 90% of clients (Question 16). MYOB was recommended by 
just over half (53%) of practitioners (Question 16), and more than half of the 
practitioners (58%) trained their clients in the use of those computerised programs 
(Question 17). Very few practitioners (9%) did not insist upon or suggest a 
computerised record keeping system for their small business clients (Question 16). 

Practitioners were split as to whether the time spent by small businesses on record 
keeping exceeded the benefits, with 45% agreeing and 47% disagreeing (Question 
28). Most (70%), however, agreed with the statement that “the record keeping 
requirements of small business are too time consuming” (Question 31). 

Practitioners, in this survey, rated the profit and loss statement as the most essential of 
the various accounting reports for the successful management of the business, 
followed closely by a statement of debtors and creditors, the balance sheet and  cash 
statement – all of which were also considered essential for successful management by 
the majority of practitioners (Question 19). 

Audit risk 
Practitioners were divided on the issue of whether there was a relationship between 
poor small business record keeping and the probability of audit by the Tax Office 
(Question 23).  Roughly one in four considered there was little or no relationship 
(measured as a score of between 1-3 on a scale of 1-10, with 1 being no relationship 
and 10 being a strong relationship). About half assessed the relationship as being 
medium (4-8 on the scale), and only 11% saw a strong relationship between poor 
record keeping and probability of audit (9-10 on the scale). This ambivalence was 
confirmed by responses to two related questions. In Question 14, 64% of practitioners 
considered that good small business client record keeping reduced exposure to ATO 
audit; in Question 34 half of 129 practitioner respondents agreed that “good record 
keeping reduces the likelihood of ATO audit for small business clients”. Overall, 
therefore, there is some reasonable support from practitioners for the nexus between 
poor records and increased exposure to audit, but that support is not overwhelming. 

Being in a ‘cash economy’ industry was viewed as the most important factor in 
increasing the risk of audit (116 respondents), followed by more than average 
deductions (103 respondents). Being in the simplified tax system was seen as the least 
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likely of a number of factors to increase the risk of a small business being exposed to 
a tax audit (only 4 respondents) (Question 22). 

Practitioners considered that, once exposed to an audit, small businesses were most 
likely to suffer an amended assessment (presume

endem
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rated behind “late payment by debtors” (ranked highest), “ATO/tax obligations” 
(second highest) and “general business downturn” (third). Only “pressure from 
creditors” was rated less significantly than poor record keeping in causing SME cash 
crises. 

The number of clients refused credit due to poor record keeping (2%) (Question 27) 
was not dissimilar to the outcome in the SME survey, where it was 1%.  

Having identified the major outcomes of the two surveys, it now remains to draw the 
analysis together and derive appropriate conclusions based on the outcomes of both 
the focus groups and the surveys. This is done in the concluding section. 

CONCLUSIONS 
The project sought the views and experience of the three principal stakeholders 
involved in tax compliance issues for the SME sector – the owners/managers of small 
businesses, their accountants and advisers, and the tax officials who audit the sector. It 
was expected that by drawing on the insights of these groups and triangulating the 
results a comprehensive picture of the relationship between record keeping and tax 
compliance outcomes could be developed. The following paragraphs outline the 
conclusions reached in each of the areas that were explored. 

Record keeping 
A number of recurrent themes relating to record keeping practices emerged in the

erged in the
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further and recognised that even those tax reporting obligations helped them manage 
the business more effectively. 

This view of the possibility of positive externalities that SMEs could derive from 
record keeping and tax reporting was a theme that was also touched upon in the focus 
group conduc
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a higher vulnerability to audit (though once audited SMEs with poor records were 
more likely to suffer adverse audit outcomes). Nor did poor record keeping 
necessarily translate to higher compliance costs (though the data were ambivalent). 
Nor, finally, did poor record keeping necessarily lead to liquidity and cash flow 
problems. In each case, however, the stakeholders were able to identify the positive 
value that professional advisers can bring to the systems and practices of record 
keeping that businesses adopt. The benefits that good record keeping practices can 
bring were evident throughout the research in a number of direct and indirect ways. 

Further and more detailed research is required to explore the complex relationships 
that exist between record keeping and tax compliance outcomes. The current project 
was ambitious in its scope, and was ultimately limited in its findings by its reliance on 
the self-assessment of the quality of record keeping practices by SMEs themselves. 
Further research should be narrower in focus.  For example, separate projects should 
investigate each of the three compliance relationships (a. 0 T815n124 Tm
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APPENDIX A DETAILED TABLES: SME SURVEY 
 

Section A BACKGROUND DETAILS 
1 From which industry sector is your main business income derived? 
   Number Percent 

Primary 9 7% 
Secondary 29 22% 
Services 87 67% 
Other 4 3% 
Non-Response 0 0%  

  

3 Identify the legal form of your business.  
   Number Percent 

A sole trader 12 9% 
Partnership 18 14% 
Private Company 80 62% 
Trust 14 11% 
Other 3 2% 
Non-Response 2 2% 
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6 What is your age? 
   Number Percent 

Under 18 0 0% 
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Section C AUDIT 
28 Has your business been the subject of an ATO audit? 
   Number Percent 

Never / NA 

Record Keepi60.5 0 0 10.5 268.4357998 re
f
5c62 06 063.82025 Tw 10.5 0 0 10.5 1160e
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2 If you are a partner, or an employee of a partnership, pl
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8 How many potential clients have you refutia
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e-0.00349 Tw 0  TTm
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18 The following are some of the financial benefits that computerised systems are suggested to achieve. Can you indicate, in 
your experience, what percentage of small business clients achieve the listed benefit. 

 
  

0% of 
clients 

< 25% of 
clients 

26% - 50% 
of clients 

51% - 75% 
of clients 

76% - 100% 
of clients 

Non-
Response 

  No. % No. % No. % No. % No. % No. % 
Saves 
client time 12 9 29 22 31 24 36 28 14 11 7 5 
Improves 
client 
accuracy 5 4 17 13 24 18 58 45 20 15 6 5 
Reduces 
client bills 
(13)Tj
/TT4 1 Tf
12 0 0 cy 
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Section F LIQUIDITY 
26 When considering those small business clients who have had a “cash crisis” in the past two years, please rank (in order of 

importance) the following reasons that resulted in a cash crisis, from 1 to 6 (with 1 being most important). 
   Mean 

Pressure from creditors 3.67 
Late payment by debtors 2.45 
ATO/Tax obligations 2.72 
Poor record keeping 3.26 
General business downturn 3.00  

  

27 Please estimate the percentage of small business clients that you are aware of who have been refused credit because of a 
lack of records. 

 Mean 6% 
Median 2%  

  
ATTITUDINAL QUESTIONS 
 

28 Time dedicated to record keeping by small business clients exceeds the benefits 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
18 14% 42 33% 11 9% 37 29% 21 16%  

29 I am confident in the accuracy of the majority of my small business clients’ record keeping systems 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
3 2% 18 14% 21 16% 78 60% 9 7%  

  

30 I am confident that my small business clients have the necessary system in place to comply with the taxation law 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
1 1% 11 9% 15 12% 89 69% 13 10%  

  

31 The record-keeping requirements of small business are too time-consuming 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
4 3% 21 16% 13 10% 56 43% 35 27%  

  

32 Required record keeping (e.g. BAS) helps small business manage the business more effectively 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
5 4% 16 12% 16 12% 69 53% 23 18%  
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33 There is a strong relationship between poor record keeping and small business failure 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
3 2% 15 12% 17 13% 53 41% 41 32%  

  

34 Good record keeping reduces the likelihood of ATO audit for small business clients 
 Strongly 

Disagree Disagree 
Neutral / Don’t 

Know Agree Strongly Agree 
No. % No. % No. % No. % No. % 
4 3% 25 19% 35 27% 49 38% 16 12%  

  

35 Good record keeping redu




