Financial Management is a critical aspect of any business in order to achieve a sustainable and efficient cash flow. It is essential in maintaining the link between a business’s future financial goals (profit maximization) and the resources that it has in order to achieve its objectives. Businesses demand certain common goals that increase a bussiness's all around achievement, Some of which involve; growth amongst assests, An increase in efficiency in all areas of the business whether it be management or not. And the ability to meet short term and long term debts. Finacial management undertakes the responsibility to implement and acheive these goals for the business using a range of strategies shaped to meet the needs of the business and all in all, improve the business.

Each business should have a set list of actions and procedures in order to maintain a profitable cash flow. This is called cash flow management, it invovles the monitoring of cash flowing into the business as well as expenses outflowing, and the use of strategic planning to ensure that the business maintains its liquidity. 
The Management of cash flow is essential, keeping these records allows for future use and references as well as how much cash/assets you have at any given time. However these records do not show debt owed or what is owed to you by others. Without an effective cash flow, the business would simply increase debt with

cash outflows such as interest on loans, Loan repayements, Purchase of assets and operating expenses i.e Rents, wages, raw meterials, and decline in profit and cash inflow.   
We see the use of these management strategies intertwined with the business 'Crumpler' ,a successful business that specialise in carry bags for all types of use. Crumpler have improved their very own cash flow statement with the use of discounts which are offered to International Distributers for payments made in advance as well as larger orders. Crumpler also recieve similar offers from their supplies. This allows the financial manager to negotiate better deals that benefit crumplers financial position and improve their cash flow.

Budgets

Another tool used by management is a budget, this allows a financial manager to evaluate performance and critically analyse specific areas of the business's financial needs i.e control of stock, price setting, financial requirements, control of expenses and production costs.
There are three types of budgets available for use; An operating budget relates to the main activities of a business and may include budgets relating to sales, production, raw materials, direct labour, expenses and cost of goods sold. This information is recorded and used for the preparation of budgeted financial statements.
Another budget used to monitor capital expenditure and research and developement is know as

a Project budget. This information is included in the budgeted financial statements.
Finally the last type of budget is called a Financial budget.

Cash flow statement

A cash flow statement is one of the key financial reports that are part of effective financial planning. It provides the link between the income statement and balance sheet, as it gives important information regarding a firm's ability to pay its debt on time. The cash flow statement indicates the movement of receipts and payements resulting from transactions over a perod of time. It can also identify trends and can be a useful predictor of change. These reports are essential for any business and play a high role of importance, Showing firms/business's whether they can; generate a favourable cash flow (inflow exceeds outflow), pay financial debts and committments as they fall due i.e(interest on on borrowings, repayment of borrings, accounts payable). And whether they have sufficient funds for future expansion or change. 

Management Strategies

There are several management strategies in which a business can implement to increase a business's performance to a favourable level. One of which includes Distribution of payement, This ensures a business's large predictable expenses do not occur at the same time. By spreading expenses over the whole year there is a more equal cash outflow each month rather than one huge outflow during one 

month. An example of this is the offer from insurance companies to be able to pay insurance premiums monthly instead of annually because of the excessively high costs. 

Another strategy commonly used is 'Discounts for the early payments', This is where a business may offer discounts to account customers for the early payment of their accounts to speed up cash inflow. This discount may be a little as 2-5%, but shows effective in terms of cash inflow as it gives incentive for the customers, Giving both the customer and business a gain in the financial situation. Other incentives for early payment could include small gifts and discounts on future orders that the customers may have. The business then may shorten the credit terms it allows for account customers. Thus Reducing the number of days that a customer can take to pay its invoice, this will speed up cash inflow into the business as it recieves cash from its sales much sooner. 

Factoring, a short-term source of borrowing for a business. IT enables a business to raise the funds immediately by selling accounts receivable at a discount to a firm that specialises in collecting accounts recievable (a finance or even factoring buiness). Factoring is an important source of short-term finance because the business will recieve up to 90% of the totaly amount of recievables within 48 hours of submitting its invoices to the factoring company.

Working Capital

Management

When a business has the available funds for short-term financial commitments these funds are called 'Working capital'. Working capital management invloves determining the best mix of current assets and current liabilites needed to achieve the objectives of the business. Management must achieve a balance between using funds to create profits and holding sufficient funds to cover payments. The more efficient a business is in organising and using its working capital, the more effectice and profitable it will be.

Management of the current assets in a business is important for monitoring working capital. Excess inventories and lack of control over accounts recievable may lead to an increased level of unnused assets, leading to increased costs and liquidity problems. 
To effectively control current assets, management must advise a optimal amount of each currently held asset, as well as raising the finance required to fund those assets. Working capital must be sufficient in order to maintain liquidity and access to credit to meet some unexpected circumstances as they arise.

Having control of the cash in terms of inventory management and control of assets is critical for the business to succeed. Cash ensures that a business can pay its debt, loans and pay accounts in the short term, and that the business survives in general in the long term. Supplies of cash also enable management to take

advantage of investments opportunities, such as the short-term money market. 

Capital management also involves the monitoring of recievables coming into a business, which invloves the money inflow from customers that have had any interaction or assosication with the business. A business must monitor these accounts recievable and ensure that their timing allows the business to maintain adequate cash resources. The quicker the debtors pay, the better the business's cash position. Some procedures for managing these receivables include: Checking the credit rating of prospective customers, Sending customers' statements monthly and at the same time each month so the debtors know when to expect accounts. 

Inventory management is also quite an important factor in terms of capital management, as they make up a significant amount of current assets, and their levels must be carefully monitored so that excess or insufficient levels of stock do not occur. 
Too much stock can lead to cash problems, and an insufficient inventory of quick-selling items will lead to a loss of customers and therefore loss of sales.

Control of current liabilites

Current liabilites are financial commitments that must be paid by a business in the short term. Mininmising the costs related to a firm's current liabilities is an improtant part of the management of working capital. 

Business's may need to borrow funds in the future for

short-term related problems. For instance, funds may be needed to cover the sale and purchase of property, unforeseen circumstances, and for other import/export related situations. Management of loans are an important factor, and should be monitored thoroughly   to minimise ongoing costs. 
Generally short-term loans are expensive for a business and the use should be kept minimal. 

Another convienient way of short-term borrowing invloves the use of bank overdrafts. This is a relatively cheap of short-term borrowing, and enables the business to overcome and temporary cash shortages that may arise. Aspects of an overdraft vary from bank to bank, but generally invovle an arrangement with the bank that the business's acount can be overdrawn to a certain amount.

For a business to control it's current liabilites, lease's are another option in which business's can use to manage liabilites and hopefully improve cash flow problems that may be related to increasing short-term debts. Leasing invloves the hiring of an asset from another person or company who has purchased the asset and retains ownership of it. This allows the business to 'free-up' cash that can be used elsewhere amongst a business. Firms & business's can also increase their number of assets through leasing, thus revenue, profts can both be increased. 

Another considerable option for a business is the selling of an owned asset to a lessor and

leasing the asset back through fixed and multiple payments for a specified number of years. This is called 'sale and lease-back', This allows the business to increase it's liquidity because the cash that is obtained from the sale is then used as working capital.

Profitability Management

Profitability management involves the control of both the business's cost and its revenue. A business must have an accurate and up-to-date financial data & reports, these ensure an effective management for profitability.

Cost control invovles the monitoring of assets or property influenced by costs. The costs assosiciated with these decisions need to be thoroughly understood & watched.

In business, there are fixed and variable costs, fixed costs being one of which doesn't changed regardless of the business activity. Where as variable costs differ based on business activity. A classic example of a fixed cost could be a salary, depreciation, insurance & lease costs. In reality fixed costs can be changed, but once the change is made a new set cost will be fixed again. Examples of variable costs could be material, as well as labour used in the production of a particular item.

A business's costs and expenses must be accounted for, and management needs to be able to identify their source and amounts. A number of costs can be directly attributed into certain area's and section in a business, these are termed   'cost

centres'

Expense minimalisation in a business is used as a way to help manage a business experiencing high expenses. Guidelines and policy should be established in order to reassure staff to keep costs and expenses to a minimal. 

Another way to ensure there is little waste is to apply the 'Just-in-time'   method. An arrangement with the supplier is made that confirms orders are supplied immediately on demand. This ensure that inventory is not lying idle. The business carries little or no inventory and relies on the supplier to fulfill orders as soon as required.

Revenue controls

Sales objectives must be pitched at a level of sales that will cover costs, both fixed and variable, and result in a profit. Revenue controls can be used to achieve marketing objectives. Revenue controls include sales forecasts, analysing the sales mix and the pricing policy of a business. A tool used quite often called a sales budget is used to predict future sales of the business based on; patterns of sales, performance of marketing strategies, economic conditions & level of competition.

A business must take into consderation all these strategies & methods as crumpler has to ensure a favourable cash inflow. Finance plays a major role in the defining of a business. A business must provide the link between goals and resources in order to become successful and produce a favourable result in terms of proft maximization.
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