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“Money makes money. And 

the money that money 

makes, makes more money”…

Benjamin Franklin
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$7bn per year

$115bn

150,000 businesses

10,000,000 invoices
XERO | AplhaBeta | “Small Business Insights” (June 2019) |Financial Review, 24th June 2019, Mathew Cranston “Late payments create $7b ‘domino effect’copyright flowcash 2019 3



fail in first five years due to cashflow 
problems…
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“…Cashflow is the lifeline of small and medium sized 

businesses, needed for making investments such as hiring 

another person…” Trent Innes, MD XERO

improving cashflow…

“…has a domino effect on the economy – it goes right 

through the supply chain…” Andrew Charlton, Director -

AlphaBeta
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2016 UK study…

64%
paid late…
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of the day chasing payment…
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defined…

inflows >>>

<<< outflows 

inflows
outflows 
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timing & cashflow

• biggest killer of a growing business can often be cashflow 

timing

• can a business be profitable, but not cashflow positive?

• many businesses don’t clearly understand cash flow resides 

in both the p&l and the balance sheet

• must clearly grasp this to succeed
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1st understand the cashflow cycle

(a) you buy stock day 1

(b) you pay for stock on day 30

(c) it may be in stock for up to 60 days – sell day 60 = 30 days negative cash flow

(d) you sell on 30 day credit terms = 60 days negative cash flow

(e) but customer pays on 60 days = 90 days negative cash flow

this is a key factor in a profitable business feeling growth 
pains, when not planning for cash flow effects…
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yes! you are a tax collector

• yes…you work for the government!

• GST is not yours!

• director once thought the p&l was understating sales 

because he didn’t understand the GST effect (P&L vs. 

B/S)!
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failure to manage

management

noun: the process of dealing with 

or controlling things or people…
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failure to manage

• using bank statements as their cashflow tool!

• no forward projections or transactional planning etc.

• allowing debtors to blow out – remember…if you have 

provided goods or services to someone…it is your

money they are holding onto

• be polite, but no need to be ‘apologetic’ when trying 

to collect debts
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how can you improve?
• have separate bank accounts:

• trading

• GST

• offset (maybe against home loans?)

• actively manage: debtors / creditors

• use purchase orders:

• limit spending by approving a purchase before it is made

• don’t get ‘sucked in’ to volume discounts or ‘buy now’ offers at 

the wrong time of the cashflow cycle!
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how can you improve?
• reduce the time stock sits in store to be sold – stock 

management system ‘just in time’

• reduce your payment terms – study on late payers (7 
day vs. 15, 21 etc.)

• negotiate longer supplier terms

• implement good invoicing/collection processes

• invoice quicker – particularly fee for services

• use ‘Stop Credit’ 
copyright flowcash 2019 18



how can you improve?

• create a cashflow forecast and actively manage it

• your cashflow forecast cannot be set-and-forget

• cashflow and the inflows and outflows continually 

move

• keeping on top of these moves is not hard, there are 

no difficult concepts to master…

• simply – be disciplined and review 5-10 minutes daily
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benefits of a cashflow forecast…

• helps to see difference between profit and cashflow

• predicts cashflow and a ‘living’ tool to show changes

• enables corrective action before issues hit

• smooths cashflow peaks and troughs

• confidence booster – ‘finger on the pulse’

• improves decisions – buy stock, equipment maint., 

payments, investing surplus, overdraft minimisation 
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then…actively manage
• knowing your major in/out flows will give confidence

• lenders particularly are easier to deal with if you have 
excellent cash flow management processes in place

• once confident, you may also utilise a credit card to 
extend cash flow providing

• must pay full balance every statement

• possible to attract f/flyer points for travel (reducing 
cash outflows for travel expenses)

• once again, you can hold in an offset account, 
reducing interest expense
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management tools

• excel 

most 

common

…but
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management tools
…but

• only as good as a user’s skills with excel

• can become large and cumbersome

• staff changes, new user errors, new workbooks

• hard to share and keep ‘clean’ with multiple users

• print functionality – reporting detail vs. summary

• rolling forecasts are problematic

• adjusting views - day, week, month, qtr, year
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led to design of …
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…thankyou

Damon Wells

support@flowcash.com.au

m: 0438 337 386

p: 1300 933 220

mailto:support@flowcash.com.au

