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SSOOLLVVIINNGG  TTHHEE  CCAASSHH  FFLLOOWW  MMYYSSTTEERRYY�

http://www.fin24.com/articles/default/display_article.aspx?ArticleId=1518-1786_2316602  

 
 
Johannesburg - In theory, there is no mystery to cash flow in your business. It's either in your bank 
account or it's not.  

So why do owners of many failed small businesses throw their hands up and say "I don't know 
where the money went?"  

Small business owners are often so busy doing "business" that they often forget to keep tabs on 
the real money coming in and out of the bank.  

Leading business finance company Business Partners has done research that shows 34% of all 
businesses fail because of poor financial management.  

"Cash flow management is often a problem because business owners do not understand how to 
read financial statements, and therefore do not understand what causes the cash flow problem," 
says Rob Smorfitt, the CEO of StratFin.  

To emphasise this point, he highlights a business that had its revenue grown from R2m a year to in 
excess of R40m in two years. The owners could not understand why they were still encountering 
cash flow difficulty despite such rapid growth.  

Smorfitt says: "The owners did not understand that increased sales equal an increase in working 
capital to support large stock holdings and debtor books".  

For this reason, a cash flow budget is a vital part of doing business. A cash flow budget differs from 
your overall budget in that it must realistically track the movement of cash in line with operational 
conditions and agreed supplier and customer terms.  

"Many entrepreneurs do not investigate the market potential for their product of service, nor do 
they compile a cash flow projection and income statement," says Jannie Rossouw, the senior 
business manager of Sanlam Cobalt. "They have a passion for what they want to do, but ignore 
the cash flow realities of the business."  

Until you have proven that you are running a sustainable business, Rossouw advises business 
owners not to get carried away with their success.  

He says: "It is said that it takes a 1 000 days to prove that a business is really successful." SME 
owners need to bear this mind and keep a close eye on their finances and the physical cash 
coming into the bank.  

Remember there is an enormous difference between an invoice being issued and the physical 
money coming into the bank.  

The aspirant business owner needs to develop financial management skills irrespective of the line 
of business that they are in.  



��

��

��

Finance for Non Financial Managers 
KWELANGA TRAINING 

2 

This is especially true for business owners who have successfully applied for finance - the 
entrepreneur may suddenly find themselves flush with cash and begin spending without keeping a 
close eye on where they are putting the money.  

Often they realise too late that they are running out of money and are not sure how to take 
corrective action.  

Many SMEs are doomed to fail before they get out the starting gates.  

By developing your financial management skills before launching your business venture you can 
ensure that you do not fall in the 34% who fail because they don't know how to manage their 
finances and cash flow. 

 


