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What Is a Cash Position?

It’s 10:00 AM. Do you know where your cash is? Do you know
how much cash your or ga ni za tion has avail able to use? What

cash flows—in and out—are you ex pect ing to day? To mor row?
Next week? 

If you are re spon si ble for man ag ing your or ga ni za tion’s
cash, you are re spon si ble fore most for the or ga ni za tion’s cash po -
si tion. You must be able to an swer these ques tions.

The pri mary func tion of your trea sury group is to make sure
the or ga ni za tion has enough cash every day to keep run ning
smoothly. When you hear news sto ries that quote a cor po rate
trea surer as say ing that his or her firm has just a few days’ cash
left, it prob a bly means that the com pany is go ing to seek bank -
ruptcy protection. 

Or ga ni za tions of all types and sizes have to man age their
cash po si tions daily. How well they do this de ter mines how ef fi -
ciently their or ga ni za tions func tion from day to day. Fo cus ing on
the cash po si tion keeps your fo cus on trea sury’s prime func tion— 
main tain ing a sta ble li quid ity level for the overall organization.
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Does Size Count?
Com pany size of ten af fects how com plex man ag ing your cash po -
si tion is be cause larger com pa nies tend to re quire more ser vices
and may have more banks to deal with. Be cause of their heavier
vol umes and mul ti ple bank ing re la tion ships, larger com pa nies
have big ger in for ma tion sys tems needs. They are the pri mary
mar ket for trea sury work sta tions, which pro vide au to mate sup -
port for trea sury ac tiv i ties, in clud ing cash po si tion man age ment.

Smaller com pa nies may have sim pler sys tems, at least at first 
glance. The real prob lems for smaller firms are their abil ity to ad -
just to sub stan tial changes in their cash flows and their lim ited re -
sources, such as lines of credit or siz able in vest ments. Smaller
com pa nies may also dif fer from their larger coun ter parts in that
fi nan cial man ag ers in small com pa nies of ten are called upon to
per form many tasks, whereas their coun ter parts in larger or ga ni -
za tions are more specialized.

Real-time Finance
Work ing in trea sury is chal leng ing be cause you are deal ing with
fi nance in a real-time sit u a tion for much of the busi ness day. The
trea sury group typ i cally in ter acts with banks, the money mar kets, 
op er at ing units through out the com pany both do mes ti cally and
abroad (if ap pli ca ble), and other cor po rate staff de part ments, such 
as ac count ing, pur chas ing, in ven tory, and in ter nal au dit. 

Ob vi ously, the size of the or ga ni za tion will de ter mine how
in tensely trea sury staff must in ter act with the money mar kets and 
other in ter nal per son nel through out the busi ness day. Smaller
com pa nies may not im me di ately rec og nize the need to be that ac -
tive through out the day. They sim ply check their bal ances and
other fac tors less fre quently than trea sury man ag ers with larger
com pa nies. Man ag ers in smaller com pa nies do not un der stand
the need to stay on top of the mar ket. 

The or ga ni za tion’s cash po si tion has to be man aged ev ery
day that funds are avail able; i.e., ev ery busi ness day that the
banks are open. This is the first or der of busi ness. Other tasks
must be worked in around this key activity.

Cash flows can vary from day to day, and cash in flows do
not of ten bal ance with cash out flows. The mix of cash flow items
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can change daily as well, de pend ing on reg u lar pro cess ing and
pay ment cy cles. The mag ni tudes of cash flow items can also vary
widely over time, af fected by sea sonal fac tors or pay ment cy cles. 
Re gard less, the goal in man ag ing the cash po si tion is to make sure 
that the over all net po si tion at the end of each day is positive. 

Ob vi ously, you can not rely on the op er at ing cash flows of
your or ga ni za tion to bal ance daily. Fi nan cial sources of cash or
places to “park” cash for a short-term pe riod (even as of ten as
over night) are nec es sary. There also must be plan ning to ar range
short-term bor row ing fa cil i ties if funds are needed. Sim i larly, you
will prob a bly want to gain more fa mil iar ity with pos si ble
short-term in vest ments when you have ex cess funds that are not
needed on the current business day.

Collecting data
A com pany’s cash po si tion, in its sim plest form, is ob tained

when cash out flows, in clud ing any debt re pay ments, are sub -
tracted from cash in flows, in clud ing any ma tur ing in vest ments.
Man ag ing the cash po si tion in cludes pull ing all the data about
op er at ing and fi nan cial cash flows to gether through out the busi -
ness day, as well as from day to day. 

This data gath er ing should be a fairly sim ple pro cess as long
as all sources of cash flow data are iden ti fied and tapped for in for -
ma tion. These sources can be in ter nal to the com pany, rang ing
from cen tral fi nan cial de part ments to op er at ing di vi sions and
sub sid iar ies. Data sources can also be ex ter nal points, such as the
or ga ni za tion’s fi nan cial ser vices pro vid ers. If the lat ter are di verse, 
the sys tem for col lect ing their data will be com plex and possibly
quite time consuming.

For small changes or sim ple ad di tions, you will prob a bly
have to re sort to a spread sheet model or a group of them linked
to gether in a work book. If you can de velop these mod els your self, 
that can be an as set. If not, you will need help from your IT group 
or pos si bly outsource it to an ex ter nal firm. 

In cases large or small the key is for you to pro vide ap pro pri -
ate doc u men ta tion to the sys tems tech ni cal ex perts. You can not
ex pect your IT group or an ex ter nal outsourcing firm to know
what’s in your head. You will need to pro vide the spec i fi ca tions
for your new sys tem if you want to have it completed properly.



What are we talking about here? 
The eas i est way to see the im pact of cash man age ment is to

look at the cash po si tion. The flows in Ex hibit 2.1 are shown in
two parts—in flows and out flows.   There are many pos si ble cash
flow com po nents, but the gen eral clas si fi ca tions shown here
should cover them. I have also in cluded a brief com ment on each
com po nent re lated to the large-, mid-mar ket- and small-sized or -
ga ni za tions. Note that all these flows do not oc cur daily.

You can add more de tail to these com po nents to re flect your 
sit u a tion. How ever, it is crit i cal that you iden tify all ma jor cash
flows that will af fect the over all cash po si tion for your or ga ni za -
tion. This is true even if the in di vid ual flows are not daily. 

The cash po si tion should be the cen tral hub for the com -
pany’s short-term fi nan cial flows. De ter min ing the or ga ni za tion’s
cash po si tion at its ma jor bank (or banks) is the start ing and end -
ing place for daily cash man age ment de ci sion-mak ing. This ac tiv -
ity is most ef fec tively man aged on a cen tral ized ba sis and takes
pri or i ties over other trea sury tasks un til it is com pleted. While it is 
not a glam or ous part of a trea sury man ager’s job, man ag ing the
cash po si tion is a nec es sary el e ment for a smooth-run ning fi nan -
cial func tion. Done well, this ac tiv ity blends in well with other
daily ac tiv i ties. Done poorly, it can cre ate sig nif i cant head aches
for the trea sury staff.

If this daily ac tiv ity is not be ing ably man aged, the over all
or ga ni za tion is likely to suf fer. This can es pe cially be true in large, 
de cen tral ized or ga ni za tions where lo cal fi nan cial man ag ers are
ac cus tomed to han dling pay ments and re ceipts. This can cre ate
an in ef fi cient sys tem, but even a com pany with an in ef fi cient cash 
man age ment sys tem can still func tion if it man ages its over all
cash po si tion ef fec tively. How ever, if such a com pany can not
man age its cash po si tion ef fec tively, it will face sub stan tial prob -
lems and threats to its abil ity to sur vive any fi nan cial cri ses.
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Exhibit 2.1  Major Components of the Cash Position

CASH INFLOWS Large
Company

Mid-market
Company

Small
Company

Customer check payments 
from lockboxes

Large amounts Mixture of
large and
small size

Smaller check 
size

Customer check payments 
from field deposits

Heavy volume
if

decentralized

Moderate
volume

Not for small
businesses

Customer check payments 
received at the head office

Light volume if 
decentralized

Moderate
volume

Moderate to
heavy volume

Customer check payments 
from point of sale

(depends on industry)

Heavy volume Moderately
heavy volume

Smaller
volume, if
any at all

Customer check payments 
from remote capture and
over-the-counter deposits

Heavy volume Moderate
volume

Not much

Wire transfers from
customers

Can be heavy Moderate
volume

Not much

Wire transfers from
subsidiaries

Moderate
volume

Small volume Not much

International wire transfers Can be heavy Small volume Not much

Maturing short-term
investments

Substantial
amount
possible

Moderate
amount

Very small
amount

Liquidation of assets Large potential Moderate
potential

Small
potential

Short-term borrowing
proceeds

Large amounts 
possible

Moderate
amounts
possible

Small
amounts
possible

Long-term financing
proceeds

Substantial Infrequent Rare

Proceeds from sale of
assets (e.g., accounts

receivable)

Large potential Moderate
potential

Small
potential
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CASH OUTFLOWS Large
Company

Mid-market
Company

Small
Company

Check payments to
suppliers and other

vendors

Large amounts Mixture of
large and
small size

Smaller check 
size

Check and direct deposit
(ACH) payments to

employees

Heavy volume
if not direct

deposit

Moderate
volume,
possibly

outsourced

Small volume, 
possibly

outsourced

Payments to governmental 
entities (taxes)

Heavy volume Moderately
heavy volume

Smaller
volume

Payments to others
(retirees, shareholders,

ST/LT lenders)

Heavy volume Moderate
volume

Not much

Wire transfers to
customers

Can be heavy Moderate
volume

Not much

Wire transfers to
subsidiaries

Moderate
volume

Small volume Not much

International wire transfers 
(outgoing)

Can be heavy Small volume Not much

Making short-term
investments

Substantial 
amount
possible

Moderate
amount

Not much

LT investment transactions Large potential Small
potential

None

Payback of ST debt Large amounts 
possible

Moderate
amounts
possible

Proportion-
ately larger

Payment of interest on
debt

Substantial Moderate Proportion-
ately larger

Repurchase of company
securities (stocks, bonds)

Large amounts 
possible

Moderate
potential

None
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