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Do You Know Where Your Cash Is?
Do you ever look at your monthly sales and wonder why you don’t have any money in the bank? 

You are not alone!   The lack of proactive cash management is the leading cause of business problems and failure.
Cash is King!  
One of the biggest mistakes small business owners make is focusing solely on their revenues and expenses.  The key is to understand and manage the timing of how cash flows into and out of your business.  
Finding Hidden Cash
One of the first tools alt.Consulting developed for small businesses was a Cash Flow Management Tool.  This easy-to-use tool helps the business owner find that hidden cash and provides the information necessary to make good, informed business decisions.  It allows entrepreneurs to accurately project their cashflow for up to eight weeks which allows them to make proactive management decisions and avoid possible cash shortfalls.
Where does cash hide?

Cash usually hides in plain sight including:   
Inventory - Old inventory, too much inventory, the wrong inventory – there are so many ways to tying up money in inventory, resulting in a cash crisis for your business.  Here are two examples of how alt.Consulting clients turned inventory into cash: 
One company was sitting on a returned order and had no cash.  alt.Consulting advised the client to reduce the price of the product, focus on liquidating the items that had been returned and in 90 days the business had raised $80,000 in cash.

Another company was experiencing a cash flow crisis but couldn’t keep inventory on the shelf.  The inventory was being sold and the money pocketed rather than entered into the cash register.  alt.Consulting helped the company implement good cash management practices and inventory controls. Sales increased from $7K per month to $18K per month and cashflow improved.
Accounts Receivable – If your customers are not paying you in a timely manner, you are serving as their bank which creates the cashflow problem for you and a consistent collection policy in the only answer.   Collecting is never ‘fun’ and is easy to put off or ignore, unfortunately this leads to a cash crisis.
One alt.Consulting client had $25,000 in receivables due from family and friends, making it even harder to collect.  Working with alt.Consulting he developed a collection process.  Within 30 days he had collected $10,000 and soon collected another $10,000.  
Remember that a sale only benefits the business the day the cash is collected. 
Operating Losses – When your expenses exceed your sales, the business uses up cash. Only consistent profits can lead to strong cashflow. Look at the total cost of providing the service or product.  Many small business owners often undervalue their services.  
Prior to working with alt.Consulting, a client charged $35 per hour for her work, but she hadn’t considered the cost of her overhead including rent, products, utilities, insurance, etc.  Because she had priced her services so low, she was taking home less than minimum wage and could not make ends meet.  Cashflow improved significantly when we re-priced her service based on all costs involved.
My sales have grown, why don’t I have any money?
Many small businesses fail because they grow too fast and do not control their cash.  

An increase in sales may require you to invest more money in inventory and/or hire more employees.  

An increase in sales may lead to an increase in accounts receivable, leaving no cash for additional inventory and salaries.
An increase in sales could mean you have the best price, but you aren’t making a profit. You can sell yourself right into bankruptcy.  

Plan, prepare, and manage your cash!
Sales have dropped – What do I do now?

Almost all businesses experience fluctuations in sales.  These can be caused by seasonality (Christmas sales, nursery sales, etc), by new competition, or the economy.  It is hard to plan for anything that can go wrong.  It is important to have a plan that lets you recognize a problem early before you are out of cash.

One business knew that most of their sales occurred from June through November and every year they had a cash crisis during their slow sales months.  Using alt.Consulting’s cash flow tool, the client was able to develop a plan that helped them avoid a crisis and go into their busy season with adequate cash and inventory.
My Bank gave me a loan but it wasn’t enough!
A loan is not an easy or quick fix.  When you apply for a loan for your business it is important to know exactly how much you need, why it is needed, how it will be used and how it will be repaid.   
When considering any investment (inventory, working capital, equipment, real estate), look at the effect on the bottom line first. You can only repay a loan with profits.
Loans that are either more or less than you requested can create problems.  Look at a few examples:
· If you need $10,000 for inventory and you get a loan for $5,000 maybe you can use that money to buy inventory that will sell quickly and provide a return.  
· If you need $25,000 for equipment that will make you more competitive but you can only borrow $15,000, you probably need to wait until you can find used equipment or save some money.  You do not need a loan payment without increased sales or efficiency.
· Can you ever borrow too much money?  Yes and some entrepreneurs have gotten into trouble because they had good credit or good collateral and made decisions based on how much they could borrow rather than how much they needed.  Don’t let that happen to you.
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