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Cash flow the key to growth
By Jonathan Moules

Access to finance has been one of the biggest problems for small businesses

Most entrepreneurs will tell you there is no such thing as a problem, only an opportunity. The present, therefore, with all its risks and 

uncertainties, is full of opportunities for business founders.

Access to finance has been one of the biggest threats to the ability of many established small businesses to continue trading or achieve 

their ambitions for growth.

At the same time, however, the frustrating search for banks prepared to lend at a reasonable price has pushed many of these 

companies either to be more innovative in retaining cash from existing sources or to seek help from the growing number of 

alternative lending sources, such as the crowdfunding marketplaces for lending made possible by the internet.

The lack of available debt funding may push more small businesses into seeking equity finance, according to Adam Marshall, director 

of policy and external affairs at the British Chambers of Commerce, the business network.

“There is no shortage of interested investors,” he says. “The issue I see is how many companies want to take up those options, because 

too many companies still have it in their head that debt funding is the only way to grow.”

According to Tom Nabielec, founder of Perfect Storm Media, a search engine marketing business, the financial crisis affecting Europe 

could benefit smaller companies because it is the larger companies that will be hardest hit.

Phil McCabe, senior policy adviser at the Forum of Private Business, a membership group for small and medium-sized enterprises, 

says his organisation’s research shows that entrepreneurs are upbeat despite the gloom surrounding the economy.

He says the biggest risks for the companies he represents are microeconomic factors, in particular the effect of rising costs (primarily 

energy costs) on their cash positions.

“Economic instability, domestically and in the eurozone, is certainly a concern, but entrepreneurs are confident in their ability to ride 

the storm,” he says. “The biggest [danger] is an area over which they have little or no control: ever-rising costs that threaten their cash 

flow. Without a healthy cash flow you don’t have a business.”

One of those feeling the strain is Bristol-based Family Travel Centre, a camper-van and motor-home dealer. The company, which was 

formed early in 2011, describes its challenge as “cash flow, cash flow, cash flow”.

Family Travel Centre’s problem is that it fall between the cracks as far as lenders are concerned. It is too old to be considered a start-

up, but without a full set of first-year accounts it is not considered an established business able to apply for next-round funding either.

For those that do have the finance in place, however, the future is brighter.
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Paul Alexander, founder of Beyond Analysis, a data analytics business, is positive about the year ahead. “For us, 2012 will be even 

busier as we continue to build on our growing international footprint, strengthening our foundations and partnerships in Australia, 

Singapore, South Africa, India and Poland,” he says.

The biggest challenge, Mr Alexander says, is finding the right talent. For example, he thinks this will be the year in which loyalty 

schemes take off in the banking sector. But to take advantage of this, he will have to recruit smart people who are natural leaders. “We 

will need to have the brightest minds working for us,” he says.

Cate Trotter, founder of the consultancy Insider Trends and a partner at the British Library’s Business & IP Centre, which provides 

support for start-ups, believes 2012 will be the year for small businesses that are flexible to find ways through the challenges. One of 

the biggest risks, she believes, is having the wrong business model and not being prepared to change.

She points to the example of technology to show how markets can change quickly. “Six months ago, everyone thought they needed to 

get an iPhone app. Now, there are all these systems to convert a website into a smart phone format. So all those people who paid to 

understand how to develop apps potentially poured money down the drain.”

Speed is essential in this uncertain environment, which is where smaller companies have an advantage, Ms Trotter notes. “It is about 

working in smaller, quicker cycles,” she says. “A smaller business can see an opportunity and the next day be acting on it.”

The message is clear: the future may be risky, but it is bright if you are entrepreneurial enough. 
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