
 

     

 

  

       

THE THREE MOST DREADED WORDS IN THE ENGLISH 

LANGUAGE: “NEGATIVE CASH FLOW” WHICH CAN BECOME 

“POSITIVE CASH FLOW” WITH CLARKSON HYDE GLOBAL 
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Value creation by a company is determined by its 

ability to generate long-term cash flows through 

its operations. 

Cash flows are an indicator of a company’s 

capacity for sustainable development and its 

ability to remunerate and reimburse debt and 

capital. They therefore represent an objective 

measure of company performance. 

Cash management is the activity that underlies 

proper management of incoming and outgoing 

cash flows. It is asked to contribute to maintaining 

an efficient structure of the working capital in view 

of the increasingly competitive context in which 

companies find themselves operating. 

Cash management is ever more involved in the 

activities of company development and in order to 

maintain an adequate day-to-day management it 

must necessarily automate its processes as much 

as possible. Even with basic products (such as 

Excel, for instance), cash management can be 

handled with confidence, without having to 

“endure” it. 

In addition, precisely due to the delicacy and 

security of the entrusted task, the “cash manager” 

must have secure systems and processes at his 

disposal in order to minimize the operational risks 

while maximizing efficiency in the management of 

the working capital. 

Cash management is therefore a fundamental 

element of company finance. It can become the 

driver of company finance provided that it 

assumes an advanced configuration aimed at 

guiding and monitoring the company cash flow. 

The maximum expression of the use of cash 

management is found in the planning activity, 

which makes it possible to anticipate needs and 

optimize decisions. 

Cash management, in addition, is the point of 

contact between company transactions and the 

banks, and represents the intersection between 

banks and accounting. 

The cash management department chiefly carries 

out the following activities: 

• it plans the short-term cash flow; 

• it monitors the liquidity risk; 

• it defines the times and methods of 

collection and payment; 

• it defines the times and methods of short-

term recourse to the financial system; 

• it manages the “bank supplier”; 

• it optimizes the risk profile/yield of any 

company liquidity; 

• it prevalently directs the company’s short-

term financial dynamics. 

A simple but effective cash budget constitutes the 

fundamental tool for supporting the short-term 

management of financial flows. 

The objective of the cash budget is to foresee the 

company’s short-term financial needs and to 

verify that these needs have adequate financial 

coverage at all times. This makes it possible to 

foresee any inadequate financial coverage of the 

needs in a certain period beforehand, and 

consequently to plan the necessary actions for 

finding adequate sources of financial coverage. 

In addition, effective cash management makes it 

possible to monitor and adequately manage the 

trends of the bank current accounts for the 



 
 

purposes of their evaluation for the Central Credit 

Register and the determination of the bank rating. 

Finally, one of the cornerstones of good cash 

management is “strategic control of the net 

working capital” in the short term. 

By strategic control is meant: 

• inventory management (calculation of 

efficiency, inventory shortfalls and 

procurement); 

• credit management (commercial policies, 

product life phases, deferrals, calculation 

of customer credit); 

• commercial and financial debt 

management; 

• liquidity management. 

Financial planning and company cash 

management strategies must also be 

implemented through a process structure, 

organizational models and involvement of all 

company departments involved in any monetary 

flow. 

Monitoring cash management and the 

relationship with credit institutions makes it 

possible to control the banking conditions and the 

financial processes in which the company is 

involved in an efficient, effective manner by 

verifying and validating on a daily basis that the 

existing conditions are respected by credit 

institutions and checking the information through 

the support of tools able to offer updated 

scenarios in real time.  

Put yourself to the test 

1. How is the duration of the financial cycle 

calculated? 

2. Do you know how the cash margin is 

calculated? 

3. What is the financial structure and 

performance index? 

And never forget: Pretty good is never good 

enough when your goal is excellence. 
  

Schedule a meeting 

with the local Partner of 

Clarkson Hyde Global - 

and discover all of the 

advantages of a Glocal 

organisation. Helping 

you take on the world. 

Think Globally, Act 

Locally. 

 

Clarkson Hyde Global 

3rd Floor, Chancery House, St Nicholas Way, Sutton, Surrey, SM1 1JB - Tel +44 (0) 20 8652 2450 - 
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Few examples on what Clarkson Hyde Global 
could provide to your Company. 
 
Final output of cash management plan 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Monthly planning: output 

 


