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Don’t leave cash on the table! 

 

The current COVID-19 pandemic has tested the character of the owners, managers and employees of SMEs in 

the United States and all over the world. Given the fact that SMEs are truly the backbone of most developed 

economies, the factoring industry has and must do all that we can to serve them with equitably priced and 

structured working capital in these very unsettled and odd times. Why? 

 

Consider these facts about SMEs as documented by the United States Department of Commerce and the Small 

Business Administration, or “SBA”. As of the end of 2019, SMEs accounted for 99% of businesses in the United 

States, hiring 49% of the American workforce and provided 46% of total GDP annually. Around the globe, SMEs 

dominate the size, employment and contribution to GDP in similar percentages as those found in the United 

States, or at even higher amounts. And according to data published by the European Commission [EU data], 

SMEs in the EU represent 99% of all businesses in the EU, created 85% of new jobs and 67% of total private 

sector employment over the past 5 years [2019 data]. For these reasons, the European Commission considers 

SMEs and entrepreneurship the key to economic growth, innovation, job creation and social integration. I am 

quite confident that the SBA will agree with this assessment of the significant contributions make to GDP in the 

United States.   

 

The rapid speed and pace in the collapse of the American economy in many key sectors including employed, 

retail sales and other metrics is truly unprecedented in our nations’ 240+ year history as an independent country. 

The lion’s share of the economic downward spiral has fallen squarely on the broad shoulders of the American 

SMEs. Given the magnitude of the damage, at this point the collective backs and shoulders of SMEs here and 

globally have to be very sore indeed.  

 

So when an article comes along that I feel could help SMEs better weather the COVID-19 tsunami, I always like 

to call it to the attention of business owners and entrepreneurs so that they can read it and use some of the excellent 

ways to better manage their financial affairs and leave no money on the table.  

 

I have written and spoken extensively over the past 20 years about why it is imperative that all SMEs effectively 

manage cash in their enterprises and the need to be vigilant in monitoring of working capital and cash flow. Now 

more than ever cash is king. I must be watched like a hawk and become a metric that is tracked, analyzed and 

worried about on a never-ending basis.   

 

Seasoned and successful SMEs understand the power of effective cash flow management and are skilled managers 

of every facet of the cash flow cycle. They understand and have reaped the many rewards of efficient cash 

management including but not limited to a these occurrences: 

 

✓ Stronger balance sheets,  

✓ Having the liquidity to take advantage of opportunities that pop up “overnight”,  

✓ Increases in overall franchise value, 

✓ Improved corporate and personal credit ratings and  

✓ Higher levels of profitability and performance. 

 

And to boot, I am sure these SMEs and their owners/operators sleep better at night and worry a lot less about cash 

flow and working capital when compared to SMEs who don’t employ effective cash management strategies and 

tools! 

 

Effective working capital management is a never-ending process that can always be improved upon on a daily 

basis. There is no single approach to efficient cash management and working capital, but regardless of the process 

utilized, successful cash management can help SMEs weather a nasty period of economic duress like the one we 
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are experiencing. Finally, whether the SMEs is located in the United States, the EU, Asia or somewhere else all 

of the techniques presented below can be used to help increase the SMEs chances of success and perhaps even 

survival.  

 

The excellent article I referenced earlier was published today online by the highest respected international 

consulting firm Bain & Co. Authored by Andrea Yandreski, her work is entitled, “Five Steps to Optimize Net 

Working Capital.” It should be required reading for SMEs everywhere.  

 

I am only going to provide key takeaway of her work in this short article and encourage all to going online and 

read the entire text for future use.  

 

She notes at the outset that most businesses fail to make the most of net working capital (NWC) and that efforts 

to optimize NWC face several obstacles.  She makes a strong case that if the SME wants to optimize NWC, it 

requires a holistic approach, targeting accounts receivable, accounts payable and inventory processes.  

 

The five steps that can be used to successfully manage NWC are as follows: 

 

1. Recognize NWC as a source of value; 

2. Understand the cash conversion cycle; 

3. Identify areas of opportunity, including managing receivables, managing payables and managing 

inventory; 

4. Prioritize areas of opportunity; and  

5. Launch NWC initiatives.  

 

Source: Bain & Co., July 2020.  

 

She concludes her insightful work by noting that “rigorous management of NWC can help companies weather 

the downturn brought on by the Covid-19 pandemic.” I could not agree more. 

 

In conclusion, times like these require all SMEs and their owners/management to be on top of their game like 

never before. They must hone their working capital management skills and develop best of breed practices if they 

want to remain viable in what now appears to be an increasingly protracted COVID-19 induced economic 

turndown. Well-written and presented steps to follow like the ones in Yandreski’s article are just the kind of 

medicine needs by SMEs to recover from the COVID-19 crisis in a stronger position.  

 

As I mentioned in the title, don’t leave cash on the table! Effective NWC management is one way to insure cash 

is effective and efficiently put to work in your SME now and for the long journey about on the road to a new 

“normal” economic recovery.  
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