
 

IMPROVING 
YOUR 
CASHFLOW 
Learn how to get the cash back into your 
business 
The biggest problem facing business today is getting the invoicing 
done on time and getting the cash into the bank.  

In fact, invoicing generally only gets done when it is time to 
prepare the month end report or, when the CEO cracks the WHIP 
on WIP! 
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──── 
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What is WIP? 

The term has been around for a while and is supposed to mean “Work in Progress”. The problem is that 
even though that is the meaning, it has become the camping ground for both work in progress and work 
completed but not invoiced.  

This is where the problem lies when it comes to maintaining a steady cashflow in business. We seem to 
have a lot of “money” on the books, but the problem is that there is where it stays, on the books! We 
need to better at reducing the WIP and get the money in the bank. 

How to Reduce WIP 

This is where it becomes tricky and we will all have several reasons why it is not possible to improve it. 
These will range from not having the time through to the money spent on existing systems and therefore 
it must be used, even if it is top-heavy. 

Reality is that there are simple ways in which to ensure WIP Management is kept lean and on time. It 
is a matter of discipline and streamlining of processes. 

Evaluate your current systems and/or processes you have in place and identify the problem areas. Once 
you have done this, put the required measures in place to address them. Simple. Don’t allow room for 
being slack when it comes to getting invoices out. 

Can you incetivise the process? 

First objections will focus on this adding to the cost of the invoice, so let’s deal with that first. 

If you consider what it costs you now to produce a single invoice, which we will look at later in this 
document, and the time spent by the CEO to review, beg, threaten or plead with the Division Managers 
to get it done, it is suddenly appealing. 

You may very well be shocked to see what it costs to produce an invoice at the best of time. Now add to 
that some additional cost because you are trying to do it at the end of the month. Suddenly you have 
several senior staff trying to recall what was done, was it a quoted job and the costs keep piling up. Not 
to worry though, this time is never billed so at least it slips through the “admin crack”. 

Consider setting a daily routine for your Division Managers. They must spend the last hour of the day 
on invoicing. Every day without fail! The next requirement is to produce a daily report of invoices 
processed and this will form part of their monthly report. (this is where you do not have an automated 
system) 



The above shows how to put in place manual procedures which still remains costly, but will eliminate 
mistakes and prevents bulk invoicing at the end of the month. Now consider the prospect of automating 
the process. 

There are several systems that may interact with your existing system to produce invoices seamlessly. 
This takes human intervention out of the loop, but still needs times to be entered and jobs to be signed 
off. This system then needs to cross reference to your main accounting system to ensure all data is 
captured on the invoice. 

This does call for a higher initial investment, but will soon pay for itself. 

What would it mean for your Business? 

Let’s look at the facts. 

If you can produce the invoice on the day the work was done, the client is more likely to pay it within 7 
days. The job is still front of mind, they have prepared themselves for the expense and they are satisfied 
with the work done. 

Now look at the scenario where the invoice turns up a month after the work was done. Your client may 
not be too eager to pay within 7 days as it took you a month just to invoice it. Chances are you are going 
to wait another 30 days for your payment. 

Pending the size of your business and the sheer volume of jobs being done, you may find yourself 
needing a bank overdraft to “carry” all the costs associated. What is the interest rate on this overdraft 
costing your business? Would it not be better to at least get 50% of the outstanding payments in 
quicker? 

As we are talking about financial impact, how much time is spent “chasing” payments and how much 
does this cost you? If you can get the invoices out quicker, you will more than likely spend less time on 
this as well. Remember, clients will tend to pay quicker if they get the invoice as soon as the work is 
done. 

Looking beyond tomorrow: 

You may dream about selling your business at some stage. In order to do this, you need an exit strategy. 
Part of that strategy will be showing the cashflow of the business. If you were looking to buy a business, 
would you be interested if the business had good numbers “on the books” but struggles with 
maintaining a healthy cashflow? 

  



What is Cost Per Invoice? 

Make sure to be sitting down when you are reading this section! 

If you run a business that needs to generate a large number of invoices to clients, you may be shocked 
to find out what it is costing you. In the example, we will show what it could cost where the invoices are 
piled up and then trying to get them done at the end of the month. In some companies, you may also 
be shocked to find out that only some invoices are processed to reflect good numbers. This will be all 
the “easy” invoices and the “hard” ones we will get to next month. 

Where invoicing has fallen behind, you will now need to add the cost to produce an invoice as follows: 

• The cost of the admin person 

• The Division Manager will need to answer questions (more time) 
• The staff involved may need to be called to clarify exactly what was done 
• The cost of printing and mailing the invoice (another person to do this) 

 

 

The above may not reflect your true cost, but serves as a simple example how you could calculate what 
it costs your business to produce a single invoice. This is based on systems heavily reliant to producing 
manual invoices. 

Where you choose to streamline your process, this will be a good indicator to calculate your return on 
investment. Before you think this is not the case, think back on the times you found a Division Manager 
spending 2 days with their CA doing invoicing. At the time, you did not say anything because you needed 
the invoicing done, but looking back at it, can you see the inefficiencies? 

 

Contributing Costs Rate Number Time Sub Total Total/Invoice
Admin Person 22.5 1 0.25 5.625
Division Manager 40 1 0.25 10
Employee(s) 28 3 0.25 21
Material Invoice 
Reconciliation 22.5 1 1 22.5
Printing Cost 0.1 1 1 0.1
Mailing Cost 22.5 1 0.25 5.625 64.85

Cost per Week
Cost per Invoice 64.85
Number of Invoices 30
Total Cost/Week 1945.5

Calculating Cost Per Invoice



Can the Cost Per Invoice be Reduced? 

At last, here is the good news: Yes it can! 

By putting in place the right systems and procedures, you can reduce the cost per invoice and at the 
same time get your money in the bank quicker. 

With the technology available today you can automate the entire process of having the work signed off 
and the entire invoice being processed. As a safety net, you could hold back on sending the invoice 
pending the manager’s approval. It is entirely up to you. 

If the entire thought of relying on technology seems daunting, why not trial it with a few of your best 
clients first. This will allow you to review the accuracy before rolling it out across the board. And, like 
the famous infomercials on television, there is more! 

By eliminating these inefficiencies, you will also improve the productivity levels. No more spending 
days on trying to recall what was done and when it was done. Let your Managers do what they are meant 
to do! 

How far do you want to take it? 

Pending the service provided, your service team could have the client sign off electronically the minute 
the work is done and receive the invoice by email moments later. This solution does call for up to date 
back-end systems in terms of material purchased etc. It is however very achievable. Want even more? 

With the advances in technology, your team could even receive payment on the spot using electronic 
payment systems. Just a word of caution though. You must ensure your system “reads” all input costs 
(materials, time and travelling) before you dive headlong into it. Would that be beneficial to your 
business? 

IN SUMMARY 

 

We are living in a fast-paced world and there are constant pressures on business owners to find creative 
ways to remain profitable without increasing the cost of their services. This is where we need to dig into 
current practices and systems to find possible inefficiencies and then work on improving it. 

The problem faced by the majority of business owners is trying to set aside the time to do it. In other 
words, you are aware that these issues exist, but you keep putting them on the back burner because of 
other pressing matters. 



We also get trapped in the routine of doing things and sometimes fail to see the opportunities that may 
lie within. This is where you could make use of an independent provider to assist your business in 
“discovering” these opportunities and implementing them. 

Business is competitive and will continue to be so. There is no way of changing that, but there are ways 
to improve internal procedures that could have a major impact on profitability and that is what you 
need to look for. There is no need to re-invent the wheel, just make use of services and technological 
advances available to suit your specific industry. 
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