Small business failures on the rise as retailers feel the pain
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Australian furniture and homewares retailer Koskela has been in the small business game for almost 20 years.

But setting up business has not been without its challenges.

"I do remember having a few sleepless nights waking up going, 'OK just remember what's the worst thing that could happen? We lose the money we've put into it and we go back and do what we did before'. Which wasn't so terrible after all," co-founder Sasha Titchkosky said.

She started the business with husband Russel Koskela in 2000 when they walked away from lucrative careers in the corporate world.

"The idea of being able to create and shape a company was pretty exciting for me," Ms Titchkosky explained.

"For my husband it was definitely about furniture design. That was his real passion."

The social and environmentally conscious business started out initially as a manufacturer, and ventured into retail six years ago, just as the sector started to fall.

"Everyone was predicting the demise of retail," Ms Titchkosky said.

While there have been times when Koskela's future was in doubt, they have pulled through.

The company now employs 28 staff and sells their wares to homeowners and corporate clients such as Apple and Airbnb.

Australia has more than 2 million small businesses

The Bureau of Statistics shows there are 2.1 million small businesses in Australia.

But starting one and, more importantly, keeping it afloat is never smooth sailing.

"I don't know anybody who says, 'Gee, it was easier than I thought'," Council of Small Business Organisations chief executive Peter Strong said.

He said retail in particular had been doing it tough.

"If you talk to people in various parts of retail, they're not looking forward to the future."

Data and analytics provider illion revealed 54,992 businesses went bust in Australia last financial year.

That is a 12.7-per-cent increase in the number of failed businesses compared to the year before.
It is retail that has seen the largest number of businesses shut up shop.

The retail failure rate is one-and-a-half times the all-sectors average.

Uncertain future

Small business owners don't think the future looks very bright either.

The Economy of Shopping Small Report by American Express and RFi Group surveyed almost 1,000 small business operators.

It found one in three of them fear they will shut their doors in the next three to five years.

The numbers become more alarming for retailers.

Of those in fashion, 43 per cent fear they will become insolvent in the next few years.

While 53 per cent of food retailers do not think they will be around for much longer.

Among the biggest challenges for small businesses are rising energy bills, increasing overheads, payroll costs and, most recently, struggles to secure finance.

"It's always been difficult in Australia," Mr Strong said.

"But the last 12 months with the royal commission and what have you, finance for small business basically has dried up."
Customer is king

Retail consultant Roger Simpson said every shop that closes its doors has much broader economic repercussions.

"All these retailers employ people. And when of course the business goes under and no-one buys it, they are now looking for jobs, so it just puts extra pressure on the economy."

He said the success of a retail business all comes down to how they deal with customers.

"They're not offering any real reason to come in. You go into one store and you go to the next store and they're all the same," he said.

