FINANCIAL MANAGEMENT – WAYS TO IMPROVE CASH LFOW
	CHANGING CASH INFLOWS
	What is the impact of strategy on cash flow

	Increasing sales revenue
	Sales revenue is:  average selling price x quantity


	

	De-stocking 
	Reducing the amount of stock/products by selling them off.  This could be done by having a one-off sale and selling them off at a reduced price for a limited period.  


	

	Improving cash flow from customers


	Customers may buy their products on credit (debtors) and therefore the business does not receive the cash until a later date.  To improve cash flow a business could:

· Chase up customers who pay late

· Reduce the time given to customers

· Employ a factor company 


	

	Long-term solutions 
	Make large one-off improvements to their cash flow including:

A bank loan

Issue new shares 

Asset sale

Sale and leaseback


	


	CHANGING CASH OUTFLOWS
	Explain the impact on cash flow

	Order for new materials and stock
	Order fewer materials from suppliers  - a strategy used usually if sales are falling

Use  Just-in-time stock control


	

	Delay paying invoices
	Negotiate trade credit from suppliers.  This gives the business 30, 60 or possibly 90 days before the invoice has to be paid.


	

	Lease rather than buy
	When buying a large item such as machinery, a business could lease instead of buying.  


	


