
 

 

 

 

 

 

 

 

The lifeblood of any business is its ability to collect cash 

and pay bills as well as pay its employees, particularly its 

owners. Far too often small businesses are profitable, but 

they don’t have enough operating capital to meet their 

current needs. Consequently, they may be forced to sell 

out to a stronger competitor, sell a portion of the 

company to investors at an undesirable price or close the 

doors and put the company out of business. So how can 

your business avoid the above scenarios? 

Up front, transparent pricing 

If you’re selling a meal, charge the price it says on the 

menu. If you’re selling a service, discuss the pricing up 

front, make it clear what it includes and close the 

expectation gap between price and service. Surprise bills 

are more than likely to be disputed. If the customer 

knows what to expect, they can easily match the invoice 

with their purchase order if they have one. 

Don’t pay suppliers too early 

Look at your suppliers’ terms of business. If their payment 

terms are 30 days, pay in 30 days, not before. The longer 

you hold on to your money, the more chance you’ll have 

the cash available to pay your staff and suppliers as well 

as build up cash reserves. 

Offer customers interest free credit 

Review your own terms of business. Do you need to offer 

30 day payment terms? Do you do the work, then 

invoice? One of the ways we manage our cash flow at 

McPhersons is to spread the cost over 12 months and 

allow interest free payments by direct debit. It helps us to 

predict what’s coming in each month and also helps our 

clients to manage their cash flow rather than receive a 

large bill in one month. 

Make it easy for people to pay 

If spreading the cost isn’t practical for your business 

model, make sure it is easy for customers to pay you. 

Firstly, make sure you are sending your invoice to the 

correct person. Understand the sign off process. Who 

approves payments, how long does it take? You can 

invoice earlier to compensate for drawn out processes. 

 

 

Send your invoices by email and include quick and easy 

options to make direct payments by BACs. You could 

even offer a fast payment incentive. 

Investigate alternative payment options. Apple pay, 

debit cards – there are merchant services options out 

there that can save you money. Don’t just go for the 

obvious. 

Cut your costs 

Look at where you can make savings. Can you reduce 

waste and unnecessary spending? Can you reduce 

travel expenses for meetings and embrace video 

conferencing instead? Are you holding too much stock 

due to out of date systems? The right software can help 

monitor demand and ensure you only order what you 

are going to sell. 

Credit check your customers 

If you need to offer customers credit, make sure they 

have the ability to pay by undertaking a credit check. 

Offer credit carefully! 

Lease rather than buy outright 

Leasing or taking a loan to purchase new equipment or 

vehicles will free up some cash that can be used to tide 

you over when cash flow is tight. 

Ask your accountant to help with a cash flow forecast 

The ability to forecast cash resources is an art. None of 

us has a crystal ball and there is an element of 

guesswork. How can we know for sure when our 

customers will pay us? Analysing your past cash flow is a 

great place to start. Many businesses go through highs 

and lows. If you know the cycles of your business, you 

can prepare for these. Your marketing strategy can also 

tie in with the times of the year you need a boost. 
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