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We come across this scenario regularly - a healthy 

business can be achieving growth in income and 

profits, however at the same time struggle to pay 

the bills.  How can this be so?   
 

It is firstly important to distinguish between 

profit and cashflow.   Profit is commonly            

recognised when sales and purchase invoices are 

raised, and not when cash is collected or paid.   
 

Analysing your cashflow is just as important as 

making a profit, because cashflow can only come 

from profits.   In many businesses when you sell 

something you donõt get paid immediately, so the 

more you sell the more cashflow you need to 

cover the increased costs (i.e. wages) until you 

get paid for the sale. 
 

Here are some tips to improve your cashflow  

predicament to ensure your growth is               

sustainable and viable: 
 

Improve Turnaround Time on Work Performed  
 

For any industry which is service based,         
improving the turnaround time on completion of 
work will mean that you can raise invoices earlier 
and your customers will therefore pay you earlier, 
whilst not necessarily incurring any extra cost 
than you would otherwise incur.  To improve 
turnaround time it is important to consider ï do 
you have the right policies and systems in 
place?  Do you have the right people to           
perform the work?  Do your people have the  
necessary equipment to perform the work      
efficiently? 
 
 

Systematic Collection of Debtors  
 

Every business needs a systematic approach to 

invoicing and debtor collection.  This includes 

raising invoices promptly and accurately to     

prevent unnecessary collection delays and      

indicate the payment terms on invoices.    

Importantly give your customers a variety of  

simple payment methods to assist receiving    

payment on time.   
 

Maximise the Trading Terms on Creditors  
 

Whilst you may have special arrangements in 

place for your most important suppliers, why not 

review the trading terms in place and make the 

necessary changes. 
 

Stock Levels  
 

Ensure that you have efficient stock con-

trol.  Consider how much you need to keep on 

hand vs how much you can keep with a supplier 

and order when needed, though ensure that you 

continue to meet customer demands.  Consider 

discounts  for slow moving/obsolete stock if it is 

just tying up capital.  
 

Review Financing Options  
 

Borrowing may assist in financing the businesses 

growth.   Discuss options with your financier such 

as overdrafts, debtor factoring, hire purchase/

lease facilities  
 

We can assist with the above and formulate a 

strategic cashflow plan for your business.  Please 

call us at Brentnalls SA.  
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