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Introduction: Why Cash Flow Matters

Picture this: It's Thursday afternoon and your accounting manager walks in with bad news
— payroll is due tomorrow, but your receivables won’t come in until next week. You
scramble to transfer funds, call the bank, or delay vendor payments. The stress is constant,
and it feels like no matter how hard you work, the cash is always too tight.

This is one of the most common challenges for small and mid-sized business owners.
Growth looks great on the top line, but the bank account doesn’t tell the same story. Many
owners assume the solution is always more sales. But the truth is, cash flow isn’t just about
revenue — it’s about the way your business operates.

The good news: you don’t need a massive new contract or a risky loan to improve cash flow.
You simply need to understand and adjust the seven operational levers every business
has at its disposal.

The 7 Levers Framework

Every business, regardless of industry, has seven levers that directly impact cash flow.
Small, intentional changes in just one or two of these can make a huge difference.

1. Price

Even a modest price increase has an outsized effect on profitability because it drops straight
to the bottom line. Raising prices 2% on a $5M company means $100,000 in extra revenue
— without selling anything new.

2. Volume

Volume is about selling more of what you already offer. Sometimes this comes from
improved sales processes, but often it's about making sure operations can scale efficiently
so you don’t lose money on growth.

3. Cost of Goods Sold (COGS)

Reducing COGS doesn’t always mean squeezing suppliers. It can be as simple as reducing
waste, improving quality, or eliminating rework. Every dollar saved in COGS is a dollar
earned in margin.

4. Overheads

Administrative costs can creep up silently — subscriptions, duplicated software, bloated
payroll layers. Streamlining overheads often creates instant wins without affecting service
delivery.

5. Accounts Receivable (AR)

Cash stuck in receivables is cash you can’t use. Collecting faster, offering incentives for early
payment, and setting firmer terms can unlock significant liquidity.
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6. Accounts Payable (AP)

Negotiating better payment terms with vendors improves cash position. For example,
shifting from net-30 to net-45 can create two extra weeks of breathing room.

7. Inventory

Excess inventory ties up cash and often becomes obsolete. Smart inventory systems balance
availability with efficiency, freeing up cash while still serving customers.

Example: The Power of Small Shifts

[ worked with a company that had no structured process for collecting receivables.
Customers were billed once, at the very end of the service — when it was hardest to collect.

We redesigned their process to request partial payments earlier:
e 25% upfront at booking.
¢ 50% when service began.
e 25% upon completion.

The result? Collections improved by 9%. On $10M of annual revenue, that meant nearly
$900,000 freed up — without signing a single new client.

Paired with a modest 2% price increase, the company gained over $1M in cash flow in less
than six months. That extra cash allowed them to invest in equipment, pay down debt, and
finally breathe again.

Worksheet: Testing the Levers

Here’s a simple example. Fill in your own numbers.

Lever Current Small Change Impact

Price $100 avg sale +2% +$20K cash/year
AR Days 60 45 +$50K freed cash
Inventory $500K -10% +$50K freed cash

Total impact = +$180,000 without new sales.

Imagine running this same test across all seven levers — the cumulative effect is enormous.
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Action Plan: How to Pull the Levers

1.

Audit Each Lever

Review your last 12 months of financials and identify where each lever currently
stands.

Pick One Lever to Test

Don’t overhaul everything at once. Start with the lever that has the quickest payoff
(often AR or overhead).

Run the Numbers

Model a 2-5% shift in that lever and calculate the impact.

Implement & Track

Set a 90-day goal. For example: “Reduce AR days from 60 to 45 by quarter end.”
Track progress weekly.

Move to the Next Lever

Once you've gained results, add another lever into your plan. Within a year, you can
systematically improve cash flow without additional sales.

Checklist: Which Lever Can You Pull Today?

O R

Do you measure gross margin by product or service line?
Are you tracking and enforcing payment terms?

Do you offer discounts for early payment?

Have you reviewed supplier contracts in the last year?
Do you know your inventory turnover rate?

Do you have a budget for overheads — and stick to it?
Are you monitoring days sales outstanding (DS0O)?

If you can’t confidently answer “yes” to at least 5, your business is leaving cash on the table.
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Conclusion: Cash Flow is an Operational Issue

Cash flow isn’t just about sales or finance — it’s about operations. By adjusting the seven
levers, you can unlock trapped cash, fund growth, and reduce stress without waiting for the
next big customer.

The companies that thrive aren’t always the ones with the biggest sales teams — they’re the
ones that manage cash flow with precision.

Call to Action

If you're tired of constantly worrying about cash, it’s time to look beyond sales and unlock
the cash already inside your business.

= Efficiency Edge helps owners pull the right levers at the right time.

Schedule a free 30-minute consultation at www.efficiency-edge.com/contact/
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