FINANCE

Secrets to Maintaining
a Healthy Cash Flow

To keep your cash flow healthy, you should try to minimize the number of days between making a sale or delivering a service and getting paid for what you provide. 

First, consider whether you actually need to offer credit. Many customers are willing to pay in advance or at the time goods or services are provided - if you just ask. If you do need to extend credit, follow these simple measures to help reduce your days sales outstanding (DSO): 

· Make sure your terms and conditions are clear and understood before you provide any goods or services. 

· Credit check all new customers to be sure they are creditworthy. 

· Set up direct debits for customers. 

· Issue invoices on a weekly or biweekly basis rather than monthly. 

· Make sure your invoices are accurate and easy to read. 

· Provide clear instructions on how to pay. 

· State clearly on your invoices when payment is due. 

· Offer incentives or discounts for early payments.

· Do not hesitate to follow up on late payments. 

Getting paid on time should be viewed as an integral part of your marketing plan. Maintaining open communication and good relationships with your customers often helps reduce your DSO. 
If a regular customer has an occasional cash flow problem, try to set up a payment schedule and maintain a good relationship as they work through the situation. This will help build loyalty and support, and you may end up with a devoted customer for life. 

