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5 improvements to existing cash flow management to increase profitability  / Summary

Whether you’re considered a small and mid-sized business (SME) or a large global organisation, 
turning over a profit is always the main goal. Likewise, managing cash flow is your lifeblood, 
sometimes making the difference between success and failure.

Having cash flow on hand for your business ensures that you can always pay employees and 
suppliers on time. As a finance professional, we don’t need to tell you that cash flow is king when it
comes to the financial management of your business.

The challenge many financial professionals experience is not their lack of knowledge of or bad 
processes for cash flow management; it’s actually that cash flow management is not solely 
managed by them, but by various spenders (budget holders) within their organisation.

Each department, through various activities, contributes to achieving profit, from sales and 
marketing all the way through product, development, IT, human resources and finance. With all this 
activity going on, it’s inevitable that cash inflow and outflow will be coming and going rapidly and, 
on some occasions, one will be higher than the other. Therefore, finance departments are tasked 
with the responsibility of managing cash flow and making sure the company stays firmly in the 
black. But how can they do this effectively when they have no visibility on what everyone else is 
spending?

A report by RSA Insurance Group found that 35 per cent of SMEs surveyed cite late payments or 
cash flow problems as one of the biggest barriers to growth.

So, for finance professionals, good cash flow management is best practice not just for balancing 
cash inflows and outflows, but also for keeping the business on track to increase profitability.

Most successful businesses have been applying cash flow management strategies for a while now 
and you’re sure to come across different strategies used by different finance professionals as they
find what works best for them.

As a business that has managed to prevail over the first arduous year of trading, good cash flow 
management is undoubtedly a contributing factor to this success. Increasing profitability and 
growth are the next milestones for companies in this position and finding ways to boost your
existing cash flow management will help to achieve these goals.

Finance professionals come across an inordinate amount of cash flow management tips and tricks 
and they’ve likely tried and tested them all. In this white paper, we’ll discuss five ways to further 
improve your cash flow management system – not to change it.

“The challenge many financial professionals 
experience is not their lack of knowledge or 
bad processes for cash flow management, it’s 
actually that cash flow management is not
solely managed by them, but by various
spenders (budget holders) within their
organisation.”
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5 improvements to existing cash flow management to increase profitability / Company-wide initiative

Make cash flow management a company-wide initiative

Identify unnecessary spending, unused budget, and places 
where costs can be reduced.

It may sound like a laborious task, but finding areas 
where the business can save money really can help with 
profitability. As a famous British supermarket says, “every 
little helps”!

Initially when employees are told the company wants to  
“save money”, a panic ensues that resources will be cut and 
equipment downsized; we’re not talking about anything as 
drastic as this. 

Small savings can be found in unlikely areas of the business, 
the key is to spend time identifying where those areas are 
and in turn, how you’re able to identify them. The first port 
of call is to look to those who are making the spending 
decisions with the company’s money: the budget holders.

As budget holders have a stake in a chunk of company 
money, their activity is the first to be assessed. Although 
they are responsible with their own budgets, they probably 
don’t have insight to how the rest of the business is spending 
money, meaning they will happily spend what they been 
allowed perfectly content so long as they don’t go over their 
budgets. This is where unnecessary spending of unused 
budget can occur. Unnecessary spending may be the most 
controversial cost saving to identify but it is also one the 
most effective.

This is precisely why making budget holders accountable for 
(and involving them in!) cash flow management is not only a 
good idea, but necessary.

“The first port of call is to look to those who 
are making the spending decisions with
the company’s money: the budget holders.”
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5 improvements to existing cash flow management to increase profitability / Company-wide initiative

Therefore, we need to look to the finance department to assess each departmental budget in this 
business and this is where it could be a long and laborious task. But it doesn’t have to be this way.

By adopting the right software that gives the finance team one single view of all the company’s 
current and future spend, finance professionals can cut down the amount of time dedicated to 
combing through departmental spend.

With software that delivers real-time data as well as historical spending data, finance teams have all 
the context they need to find opportunities for saving money in the business.

Likewise, with integrated purchase order and invoice management software, budget holders can 
gain full visibility on the spend that is coming (through requisitions) and the actual spend (the 
invoices).

Budget holders spending unused budget unnecessarily isn’t their fault. Without having a holistic view 
of how the company as a whole is spending elsewhere, they only feel that they need to account for
their own spending.

The answer may seem like giving budget holders more visibility to the how the company is spending, 
but in reality, this isn’t practical.

Budget holders already have to manage their own budget and spending and by simply giving them 
access to everyone else’s spending it doesn’t mean they will consider the data when they make
spending decisions.
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5 improvements to existing cash flow management to increase profitability / Know your data

Know your data

Combine known upcoming events with historical data to 
intelligently forecast your cash flow.

Another way that cash flow management can aid 
profitability is through data. To be precise, historical data. 
Looking at data of spending activity that has already
happened may not seem like an obvious way to aid 
profitability in the future, but by combining this with 
upcoming known events, it makes forecasting cashflow a 
lot more intelligent and accurate.

By its nature, forecasting anything from profit and loss 
to industry trends is not generated with the intention of 
being 100 per cent accurate, it is merely a prediction of an 
outcome to help companies be prepared for likely future 
circumstances.

In the case of forecasting cash flow, finance teams 
and budget holders need to be able to plan how cash 
inflows and outflows will occur so that finance can 
ensure the business remains in good financial health. It’s 
straightforward in theory, but not always so in practice.

Based on over 300 responses to Deloitte & Touche’s 
2012 Treasury Strategy and Operations Survey, when 
forecasting cash flow accurately, visibility over cash and
financial risk exposures was ranked as the biggest issue by 
36 per cent of the respondents.

Without full visibility of cash inflows and outflows, finance 
teams and budget holders can’t be expected to forecast
accurately. However, with the right tools, the full visibility 
required to forecast cash flow accurately is obtainable.

“...when forecasting cash flow accurately, 
visibility over cash and financial risk exposures
was ranked as the biggest issue by 36 per 
cent...”

66
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5 improvements to existing cash flow management to increase profitability / Know your data

To achieve full visibility, historical and upcoming spending data need to be accessible and presented 
from the same place; in short, collate all the data you need to make decisions in one place.

By human nature, we all make decisions based on available information presented to us and 
forecasting spending decisions is no different.

Some of you may be reading this and thinking you already have this in the form of a paper-based 
filing system. The issue with this type of system is that even if it’s highly organised, you need to 
know exactly what you’re looking for and where to find it.

Another issue to keep in mind is that the more paper files you have, the more filing cabinets you 
must look through and this can cost time.

Spreadsheets are another way many finance departments like to store financial data. Although this 
saves on the cost of printing paper, it can still be hard to navigate unless you know what you’re
looking for and spreadsheets rely heavily on staff keeping the data up to date manually.

This is why many finance teams are employing financial software with document, invoice and 
budget holder management functionalities.

This type of software allows for real-time spending data to be captured and stored as it happens 
on one platform and with the added feature of live dashboards, users can view both historical and 
future spend data on one place against each other.

7
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5 improvements to existing cash flow management to increase profitability / Get the right tools

Get the right (integrated) tools

Go beyond email invoices and make the 
transition to fully automated cloud-based 
financial management software, saving time 
and money.

Many companies today are using email to 
digitally send out invoices. According to 
the European Central Bank (ECB), research 
shows that year-on-year the volume of 
e-invoices being sent by businesses is largely 
increasing.

Emailing invoices solves a lot of the problems 
faced with paper invoices. For suppliers, 
costs are cut when printing and postage 
costs are no longer needed and for finance 
teams, costs are saved on needing to print 
and file invoices received.

However, simply switching to email invoices 
is only the first step to increase profitability 
and there is still a lot more that can be done.

Outside of email invoices, there’s still areas 
where time and money are being wasted 
when they could be easily avoided. One 
issue is that suppliers sometimes aren’t 
sure which is the correct email to send an 
invoice to, meaning when it ends it up with 
the wrong person the invoice is delayed 
getting to accounts payable, adding the risk 
of incurring late fees. Even if the email is 
sent to the correct accounts payable email, 
someone on the team still needs to manually 
match the invoice to the correct purchase 
order and approval, wasting time and money 
again.
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5 improvements to existing cash flow management to increase profitability / Get the right tools

Additionally, if the finance team is still using a paper-based manual filing system, the e-invoice must 
be printed, entirely contradicting why the invoice was digitally sent.

These are just a couple of examples of how email invoicing isn’t as fool-proof as some may think.

Email invoicing is a great way to help improve cash flow management but as we’ve just highlighted, 
this is just one piece of the puzzle.

The solution that takes your email invoicing to the next level is simply to choose to move to a fully 
automated cloud-based purchase to pay system.

Using this system means invoices can still be emailed by suppliers, but rather than going into a 
standard email inbox, it will send incoming invoices to the platform where, prior to the invoice 
coming, a requisition workflow has already been set up with a purchase order and approval
along with the details of the budget holder responsible for the spend.

Additionally, this type of software can also come with invoice matching functionality, saving finance 
teams time trying to play detective with invoices. Overall, going automated can save your finance 
team time and money, helping to improve cash flow management.

“According to the European Central Bank (ECB), 
research shows that year-on-year the volume 
of e-invoices being sent by businesses is largely
increasing.”

9
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5 improvements to existing cash flow management to increase profitability / Optimise your time

Optimise your time

Make time to regularly analyse your business’ 
cash flow – with the right software, it takes less 
time than you think!

Our next tip for improving your cash flow 
management strategy is simple; it just involves 
your time. It’s easy for finance professionals in 
the business to say they are too busy and don’t 
have time to analyse cash flow in detail and that 
can be one of the main reasons you’re not getting 
the most out of your efforts.

Particularly with manual systems, finance teams 
are having to dedicate a lot of time to making 
sure a requisition has been processed correctly.

Certain issues like missing approvals, incorrect 
invoices and unknown approval statuses can 
mean a lot of time is wasted that could be used 
on improving the management of cash flow.

Therefore, investing software that can make 
analysing your business’s cash flow easier and 
quicker will greatly benefit your business.

By adding functionality to your purchase to pay 
system that makes certain tasks automated 
and saved on one cloud-based platform, 
finance teams not only save time, they also 
have access to tools that can help them make 
decisions on how they can improve their cash 
flow management strategy, which in turn will help 
increase profitability over time.

10

“...missing approvals, incorrect invoices 
and unknown approval statuses 
can mean a lot of time is wasted 
that could be used on improving the 
management of cash flow.”
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5 improvements to existing cash flow management to increase profitability / Supplier relationship

Enhance supplier relationships

Identify your best supplier relationships for discount opportunities and pay invoices later.

Many businesses pride themselves on having good relationships with their suppliers, but not all are 
fully aware of all the benefits of these relationships.

When looking to procure a product or service, budget holders and procurement officers want to 
make sure they’re getting the best possible deal that also works to their schedule. Without having 
historical data of suppliers your company is already familiar with, this can be difficult.

Most suppliers are keen to be the first port of call for their clients so that they’ll return for recurring 
orders in the future. But to get to this stage, the first impression always counts.

As with most relationships in life, it must work well both ways. A supplier may be keen to build an 
ongoing relationship with a client but in some circumstances, they may not want you as a client at 
all. For many suppliers, working with a client who can uphold their end of a deal on time is
the perfect scenario.

Suppliers want to be able to send out their invoices and receive payment promptly and with zero 
issues. It’s not a lot to ask for, but many budget holders and finance teams know this isn’t
always the case.

According to the AP Association in a survey of 500 UK professionals, 58 per cent of finance 
participants cited that they needed to pay late payment charges to suppliers due to process 
inefficiencies.

These fees may not break the company’s bank, but regularly incurring late fees from suppliers can 
leave a black mark on your working relationship. It may sound unprofessional, but why would you 
want to work with someone who can’t uphold their end of a deal?

Equally, budget holders would not want to work with suppliers who have given them a bad level of 
service. Whether it’s incorrect invoices, poor service, hidden charges or missing, delayed or incorrect 
products, shoddy suppliers can cause budget holders a lot of unnecessary stress.

Both time and money is wasted when a seemingly good supplier falls through and it’s likely a budget 
holder will not wish to use their company again. Now we’re not saying that you should become best
friends with your suppliers, but what you should do is make sure that they are kept as happy as 
possible in your relationship.

Happier suppliers who know you respect and value your working relationship are more likely to help 
you procure the best deals and go above and beyond to work to your deadlines.
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5 improvements to existing cash flow management to increase profitability / Supplier relationship

So, if you’re already in a position where you have good and bad relationships with your suppliers, 
how do you go about managing this so your team know which suppliers have been vetted? You could
keep years of historical supplier paperwork filed away in your office, but this is not a
practical or efficient solution.

Paper, although tangible and official in the way it feels, comes with a lot of issues. Therefore, the 
best way to manage your list suppliers is to opt for a digital database that can store all historical 
data on the supplier.

By having access to supplier data on an entirely digital purchase to pay platform, you’ll be able to 
drill into the detail of your relationships with suppliers. Using past invoices and spending history, 
you’ll be able to see who is able to get you the best price and who is worth black-listing altogether. 
This is great news for longserving employees at a company but also new recruits who aren’t familiar 
with suppliers.

But that’s not all. With the right technology, you can ensure increased cash flow by paying invoices 
as late as possible. This does not mean “destroy” all the hard work you’ve already done enhancing 
your supplier relationships, but rather, taking the steps below to be able to pay as late as possible, 
leaving the cash in your account:

Accounts payable automation
By improving your accounts payable process internally, which is based on having an established 
process for paying suppliers as well as a system that allows you to know which suppliers are a 
strategic priority for payments and the dates on which invoices have been received.

Contract management
Utilising contract management software to know the agreed payment terms. If an invoice is only 
due in 30 days, you don’t have to pay the invoice immediately.

Electronic payments
By paying your suppliers electronically, you can make the payments on the day that they are due. 
You will remain with the funds in your account for as long as possible.
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