Cash flow is king: even profitable family businesses must be cash flow savvy to succeed

Cash flow management is often identified by family business owners as a source of concern, with many family businesses seeking advice on how to manage their cash flow effectively.

Brendan Green, Head of Cashflow Finance at St.George Bank said even profitable family businesses can experience cash flow problems. 

“Selling stock and providing services is fantastic, but if the collection period of payments slows then business’ cash flow will be impacted.”

Mr Green said businesses need to be aware of the importance of cash flow forecasting based on past trends, as a means of being able to forecast likely cash positions during the year ahead. Furthermore, balancing cash coming in and going out is an issue for many business owners looking to grow or who simply hadn’t anticipated the fluctuations in their business. This is particularly the case for growing businesses.  While sales success is great for the bottom line it’s important to ensure you have the ability to support the increased stock and debtor levels that may be required to support your sales growth.

“With conservative cash flow forecasting in place, the key is to regularly review collections and outgoings to that plan. With that management framework in place   the business can invest in growth and new products. Get the cash flow pipeline right and business owners will have a strong foundation to build on,” Mr Green said.

Top tips to manage cash flow:

	Understand the difference between cash flow and profit

The books show a profit, but if clients and customers take six months to pay you, your cash flow is tied up and hinders your ability to purchase new stock or invest in new ventures.

	Learn to chase debtors

Cash flow is a key problem for businesses not used to chasing late payments. To succeed, business owners need to ensure that payment terms are set and adhered to.

	Get another point of view

Develop close relationships with financial advisors, accountants and bank managers. Make sure they understand your business and what you are trying to achieve. They will have a different view and can pinpoint any potential blockages in your cash flow pipeline.

	The art of stock conservatism

And it is an art. Some months you will move more stock than others. Learn when the busy periods are and stock only what you need. You don’t want to over-order, but you also don’t want to run out. 

	Have a safety valve

It’s important to have extra cash put aside in case a great opportunity arises to grow your business or if business slows down. You might not ever use it, but it’s a good safety net to have.


Mr Green said smart family business owners learn to seek external advice. “Being the boss can be a lonely experience, but there are experts who can provide insight and pinpoint any potential jams in the cash flow pipeline that might hinder a business’ success.
“However, if business owners understand the basics, and learn to forecast for lean and busy periods, there is no reason why any business can’t succeed and prosper,” he said.

