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IMPROVING CASH FLOW MANAGEMENT

1. Introduction

In a modern market economy, cash is one of the
most scarce resources, and the success of enterprises and
organizations depends on their more efficient use. With
the help of indicators that characterize cash flows, a
company can reveal additional income-generating
opportunities and self-financing opportunities.

Effective cash flow management is a specific
function of financial management and is an important
factor in reducing the company's solvency risk, asset
management and economic growth.

Cash flow is a key indicator of a company's
development, as it shows the amount of cash available
to the company to produce competitive products, apply
innovative technologies and enter new markets. Thus,
cash flow reflects the company's ability to invest freely,
create reserve funds and use profit as an investment.

The implementation of continuous cash flow is an
important prerequisite for strengthening the company's
position in the market. In this regard, the company needs
to improve cash flow management methods and
improve its organizational and functional mechanisms.
In this regard, the problems of improving the
organizational and functional mechanism of cash flow
management are of particular relevance and there is an
urgent need for their study.

1.1.Cash flow as an object of financial
management

To determine the nature, purpose and objectives of
cash flow management, you need to look at the different
views of famous economists on financial management.

American scientist James van Horn in the book
"Fundamentals of financial management" outlined the
theoretical and methodological foundations of financial
management and called the term "financial manage-
ment" capital management. Due to the effectiveness of
attracting and distributing capital, the financial director
contributes to the development and competitiveness of
the company, as well as to the development of the
economy as a whole [17, p. 10-11].

Russian scientists V. Bocharova and V. Leontiev
consider financial management as the art of managing
the company's finances in terms of the formation and use
of capital, income and cash flows [6, p. 21].

In his research, V. Ostapenko considers financial
management as the process of managing the finances of

an enterprise, developing management goals and
making an impact on finance (monetary relations). [14,
p- 252].

In V. Kovalev's works, financial management is
considered as a system of relationships between various
entities, despite the attraction and use of financial
resources. [11, p.7]. In this context, financial
management consists of four main divisions: analysis
and planning of general finances, management of
financial resources, investment management and
ongoing financial management. In this definition,
financial resources are specifically designated as an
object of financial management.

The correct view of cash flow as an object of
financial management is explained in the work of
I. Balabanov. The author believes that financial
management is focused on managing financial relations
and the movement of financial resources between
business entities during the movement of financial
resources [5, p. 18].

In the textbook on financial management,
L. Pavlova, financial management is defined as follows:
Financial management is the process of managing funds
by using the influence mechanism [8]. The logical
conclusion from this definition is that the process of
financial management of an enterprise is an integral part
of the management of the enterprise as a whole and
expresses a set of means and methods of influencing the
object of management to achieve a certain goal.
Financial management of the enterprise directs financial
resources to the development of business activities at the
most appropriate time.

In his work, M. Romanovsky describes financial
management as a special area of asset management,
capital formation and the targeted organization of cash
flows necessary to achieve the strategic goals of an
enterprise [7, p. 56].

Thus, there is no consensus in many of these
opinions that cash flow management is perceived as an
object of financial management.

In our opinion, the definition of an object of
financial management requires special discussion, since
the solution of many theoretical and methodological
issues depends on it. The object of financial
management may vary, and its choice depends on the
financial policy of the business entity and the goals of
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the proposed management. In most cases, the object of
financial management is turnover of cash flow and fund
flow arising in the process of financial and economic
activity of the enterprise. Nevertheless, financial
resources dominate as an object of financial
management and this is absolutely true: an enterprise
can work only if there are sufficient financial resources,
and expanded reproduction also implies the
continuation of the process of formation, distribution,
redistribution and use of financial resources.

1.1.1. Economic content and classification of cash
flows

In a modern market economy, each business entity
freely chooses its development strategy and tactics,
presenting self-financing as a priority. Cash flow in the
enterprise is constantly happening. Technological
improvements caused by significant investments,
changes in inflation and interest rates, tax reforms, affect
the cash flow in the enterprise.

A cash flow statement is important as a source of
information. This information is used by both financial
managers and investors, and entrepreneurs use it to
solve additional issues, such as creating additional
assets, paying off debts and new investments.

The concept of "cash flows" first became the
subject of research by scientists in the United States in
the first, in connection with the activities of the
securities market. American scientists have developed a
method for calculating, analyzing and forecasting cash
flows of the firm, and the term "cash Flow" has begun
to be recognized internationally.

In the Oxford Dictionary, cash flow is defined as
the movement of money into and out of business when
goods are bought and sold.

M. Romanovsky describes the cash flow as a result
of the cash flow of the company over time, that is, the
total difference between the cash flow of the company
and their repayment for the period [7]. B. Colass gives a
more specific definition of cash flows as the excess of
cash that arises in the enterprise as a result of all
operations that are directly related and unrelated to
economic activities [9, p. 135].

V. Bocharov characterizes cash flow as the
distribution of cash flows by time and place created in
the production process. From the point of view of
J. Pearls, cash flows correspond to the resources
generated by the activities of the company for a certain
period of time. This is an expression of the company's
development potential in the context of full self-
financing” [6].

A more detailed presentation of cash flows was
provided by J. Van Horne. He compares cash flows with
the human circulatory system, representing the
enterprise as a living organism. According to him, if the
cash flow management system works continuously and
efficiently, then the financial condition of the enterprise
as a living organism will be healthy and constantly
developing.

Given the importance of the cash flow category for
financial management, it should be clarified both
broadly and narrowly.

Cash flow in a broad sense means the timely
distribution of cash flows, which is manifested as a
result of the company's activities. The scale of cash
flows in practice can be very different, and the financial
Manager must explain in a narrow sense the category of
cash flows, which refers to the management of a specific
object, the timely distribution of incoming and outgoing
funds at a certain scale.

There is no unanimous view of the existence of
cash flow cycles. French economist B. Colass argues
that the concept of a cycle, understood as a sequence of
operations that are reproduced with a certain frequency,
is suitable for describing production operations (except
for enterprises with a long production cycle). But this
understanding of the cycle is not suitable for describing
investment and financial transactions, and certainly does
not correspond to the description of operations with
cash. Cash transactions, even if they fully meet their
function, cannot be represented in a cycle [9, p. 52].

Summarizing the opinions of various scientists
about cash flows in the economic literature, we can
conclude that the cash flow cycle of an enterprise is a
certain period of time during which assets are returned
as a result of using these assets.

The cash flow at the enterprise can be presented as
a schematic illustration of the cash flow from the sale of
goods to the final distribution of profits and the
formation of financial resources.

Various cash flows that occur in an organization
are classified according to the purposes of analyzing,
planning, and controlling cash flows.

V. Kovalev proposes to analyze cash flows in four
directions; current, investment, financial and other
activities. In our opinion, each of the industrial
enterprises always has some economic operations that
cannot be seriously attributed to any of these areas.
Therefore, other activities may include targeted funding
or values purchased for free. The cash flows generated
by the current activities of the enterprise are often
transferred to the area of investment activity and used to
develop production, and can also be converted into
financial activity to pay dividends to shareholders. /n
fact, current activities are often supported by financial
and investment activities, which puts pressure on a
number of enterprises in unstable economic conditions.

The second most important feature of the
classification of cash flows is the scale of servicing
financial and economic processes, as a generalized
indicator of which is the cash flow of the enterprise. It
characterizes the receipt and expenditure of funds at the
level of the enterprise as a whole.

The most valuable classification used in financial
management is the cash flow differentiation used in
valuing a company. The most important of them are:

1. Free cash flows of a company are actual cash
flows arising from its core business, that is, total cash
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flows that remain after tax and are distributed between
creditors and property owners. This can be considered
as cash flow after taxes, which falls into the ownership
of the owner of the company in the conditions if he has
no debt obligations.

2. Total cash flow — the cash flow generated by the
company is the amount available for investment in
support and development of the business. The category
“investment cash flow”, which is differentiated to
measure a company, is inherently consistent with the
cash flows of investing activities.

1.1.2. Methodological foundations of cash flow
management

Management of financial resources, including cash
flows, in a market economy is a complex and
responsible activity. In real economic terms, financial
flows can be in cash or in monetary documents. An
enterprise’s financial resources are a set of cash flows in
the form of cash flows in bank accounts and cash
registers.

The concept of cash flows arose in the United
States in the mid-twentieth century, and its main
provisions were developed by foreign economists.

Cash flow management includes the following key
blocks:

— identification of cash flows for certain types;

— determination of the total amount of cash flows
of different types;

— distribution of the total amount of various types
of cash flows at individual intervals;

— analysis and assessment of internal and external
factors affecting the formation of cash flow.

The implementation of these measures is carried
out within the framework of its financial policy, creating
an effective financial management system that ensures
the achievement of strategic and tactical goals of the
company.

The cash flow management methodology provides
an overview of the general principles and management
methods that are reflected in the respective metho-
dologies. The main and permanent principles of
management are considered to be the provisions that
underlie cash flow management and are characteristic of
all financial management systems. Cash management is
based on the following key principles:

— information accuracy — the management process
must be provided with the necessary database;

—balancing — balancing is achieved by
synchronizing the positive and negative cash flows of
the company by type of activity, volume, time interval
and other significant characteristics;

— ensuring the effectiveness of cash flows through
financial investments of the company;

— liquidity provision- Liquidity is achieved by
optimizing cash balances in accordance with the volume
of term liabilities.

These principles can be the basis of the cash flow
management process of any business entity.

The goal of cash flow management is to ensure the
financial balance of the company in the development
process by balancing and timely synchronization of cash
inflows and expenditures.

To achieve this goal, it is necessary to solve the
following tasks in the cash flow management process:

— ensuring the balance of cash flows

— ensuring timely synchronization of the formation
of cash flows;

— providing an increase in the company's net cash
flow.

However, restricting cash flow management
functions only through balancing and synchronization
undermines management effectiveness.

The main objects of cash flow management are:

— positive cash flow (cash inflow);

— negative cash flow (cash flow expense);

—net cash flow;

— cash balance.

The subjects of cash flow management are the
company's financial services, which depend on the
composition and number of employees, and depend on
the size, structure, types of activities and other factors of
the company's activity.

1.1.3. Organizational and functional mechanism
for managing cash flows

Various aspects of the organizational and
economic mechanism were studied in the works of
domestic and foreign economists. 1. Balabanov
interprets the organizational and economic mechanism
of an enterprise as a financial mechanism, a systematic
action of financial levers, which is expressed in
planning, organizing and stimulating the use of finance
[S, p. 25].

T. Makushkin identifies five main elements in the
organizational and economic management mechanism,
each of which in turn expresses the mechanism of a
certain type of enterprise activity: the mechanism of
financial activity; the mechanism of working with
consumers; the mechanism of functioning of internal
processes of the enterprise; the mechanism of the
enterprise as a developing system; the information
mechanism of the enterprise [12, p. 15].

A. Sheremet and P. Sayfulin's financial mechanism
elements include the following [16, p. 13-14]:

— financial relations arising from lending,
investment, taxation, insurance, current financing,
payroll deductions and payments;

—a set of financial indicators: profit, income,
financial sanctions, price, dividends, interest, salaries,
taxes, etc.

— financial methods are understood as financial
accounting, financial analysis, financial planning,

— legislative, regulatory, informational
methodological support of management.

The traditional organizational and functional
mechanism is defined as a complex set of elements,
structure and functional tasks that are interconnected
organizationally, economically and technologically

and
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Such interaction has a clear organizational and
functional subordination. Thus, the organizational-
functional mechanism of cash flow management refers
to a set of elements that interact with each other and act
as a whole.

The organizational and functional mechanism for
managing cash flows represents two interrelated areas:
organizational and legal (enterprise management
structure) and  functional (determination and
consolidation of professional rights and obligations of
each of the responsible persons).

The composition of elements of an organizational
and functional cash flow management mechanism, its
ultimate goal and the choice of tasks to achieve it depend
on the following factors:

—differences in  sectoral and territorial
characteristics of financial and economic activities

—improving the legal regulation and structure of
debt obligations of state and regional authorities and the
conditions for their implementation

— optimal organizational structure that ensures the
efficiency of all departments of the enterprise;

— excellence in information technology provided to
experts for data analysis in order to make appropriate
decisions on cash flow management;

— differences in operating, investing and financing
activities.

1.1.4. Ildentification of shadow cash flows in
financial management

The target management system, which involves the
use of production, marketing, innovative and financial
methods, is widely used in the process of forming and
implementing a corporate financial management
strategy. The financial method used to manage the value
of the company is complex, integrated and affects other
management methods.

The specifics of the financial management method
is determined by its ability to participate in the following
tasks:

— impact on costs and profitability;

— minimizing the cost of raising funds;

— capital structure optimization;

— qualitatively structure cash flow;

— determine the allowable amount of receivables
and payables;

— financial risk management;

—ensure the implementation of
investment projects;

— company budgeting;

— implementation of an effective dividend policy;

— to ensure the profitability of assets;

— determine the dynamics of indicators reflecting
the final results of the company.

Within the framework of the above tasks, the
company can operate in various schemes related to
shadow cash flows. This is due to the fact that it has a
one-sided and simple effect on key economic indicators,
that is, on the manipulation of financial results. Holding
companies usually carry out commercial, investment

effective

and financial operations in the national and foreign
markets, as well as in the markets of countries where
they have branches. This means that large companies
can distribute cash flows between several countries. The
financial method used to manage the value of the
company is divided into three areas: operations,
investment activities, the formation of the structure of
private and debt capital. This approach is used in
preparing a cash flow statement and is generally
accepted.

The ability to identify shadow cash flows in
financial management is associated with determining
the impact of factors on the growth of the economic
potential of the enterprise. The realization of this task is
convincing if the increase in the value of the company
occurs in the phase of recession of the economic cycle,
and also if the increase in value occurs in the context of
the upward cycle, it is possible, although it is very
difficult.

This traditional approach does not take into
account the cyclical deviation of the global economy
and the company's ability to form a growth point. This
is explained by the fact that for subsidiaries, the cost is
estimated separately, and then added to the cost of the
parent company to determine the integrated indicator.
At the same time, this does not take into account the
possibility of creating a synergistic effect within the
overall financial strategy. It is believed that it manifests
itself as a result of a simple pooling of resources and
activities, rather than through the use of shadow cash
flows due to the purposeful efforts of the manager.

A value-based approach to identifying the potential
of shadow cash flows in financial management to
increase the value of a company should be based on the
cyclical nature of the global economy. Although this is
somewhat contrary to the probability of market
efficiency, the market value of which is based on all the
information coming to the market, and therefore
corresponds to an objective real price.

2. Conclusions

1.A more accurate definition of cash flow
corresponds more to the term "cash flow", which refers
to the difference between the inflow and outflow of
funds and the various types of assets that serve the
financial and business activities of the company.

2. It is impossible to identify the concepts of
financial flow and cash flow, since financial flow is a
structural element of cash flow. The types of cash flows
directly depend on the cash flow accounting system, as
indicated in International Financial Reporting
Standards.

3. Qualitative characteristics of cash flows can be
estimated by the cyclical sequence of economic
processes in the company and presented in the form of a
cash flow diagram of the company.

4. Management of cash flows mainly occurs in the
course of the financial and economic activities of the
company and ensures its financial stability.
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5. Cash flow management is a complex process 6. To improve cash flow management, it is
that uses a combination of methods, tools, and special important to develop the perfect organizational and
techniques that constantly affect cash flows to achieve functional mechanism with more precise consideration
the company's strategic goal. of the specifics of the company's activities and the

characteristics of industries.
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AgbacoB C. A. Y10CKOHAJIEHHS! YNIPABJIiHHS I'POLLIOBUMM NOTOKAMHU

VY crarTi po3MISAAIOTECS Pi3HI HAYKOBO-TEOPETHYHI MOTIISAM BiTOMUX SKOHOMICTIB Ha CYTHICTh, MPU3HAYEHHS Ta 3aBIAHHS
TPOIIOBOTO IOTOKY SIK 00’€KkTa (hiHAHCOBOTO MEHEIKMEHTY Ta 3pOOJICHO BiJIIOBIJHI BUCHOBKHU. I'pOIIOBHII IOTIK Ma€ yHIKaJIbHY
BJIACTUBICTH (DiHAHCOBOT JIIKBiTHOCTI i TOBHOIO MIpOIO peaizye eKOHOMIuHI (QyHKIIT.

VrpaBiiHHS T'POLIOBUMH MOTOKaMU € (DIHAHCOBHM IHCTPYMEHTOM, IO JI03BOJISIE JOCSATTH BHCOKHX KIiHIEBUX PE3yJIbTaTiB
(hiHAHCOBO-TOCIIONAPCHKOI  IISIIBHOCTI MIANIPUEMCTBA, TOOTO MAaKCHMi3yBaTH NPHOYTOK. Po3risHyTO NpHHIMITHN, METOXH Ta
KOMIUICKCHHI aHaji3 yrpaBJiHHS I'POLIOBUMH NMOTOKaMH. JIeTajJbHO ONMCAHO €TaIH IPOLeCy YHPaBIiHHS TPOLIOBUMH ITOTOKAMH Ta
ix iHQopMmariiine 3a0e3nedeHHs. PO3MITHYTO NPHHIWMNM Ta €TalM CTBOPEHHS OpraHi3amiifHO-(QYHKIIOHAJBHOTO MeEXaHi3My
YIpPaBIiHHS IPOLIOBUMH IMOTOKAMH Ta MiJKPECICHO, 10 (JOPMYBaHHS BiANOBIIHOrO MeXaHi3My YHpaBIiHHS I'POIIOBUMH HOTOKaMHU
JTO3BOJIMTH MiANPUEMCTBY 3aly4UTH JOJATKOBI iHBECTHULIT ISl 3AiHCHEHHS MOTOYHOI MisSUIBHOCTI Ta BUXOAY Ha 30BHILIHI PUHKH, Y
TOMY YHCIIi Ha ()OHIOBI PUHKH. JleTaIbHO JOCIIKEHO MTAaHHS PO3KPUTTS TIHLOBHX IPOLIOBHX IIOTOKIB Y (JiHAHCOBOMY MEHE/KMEHTI
Ta BU3HAYEHHS HOT0 poJIi y MiJBHUIEHHI BAPTOCTI KOMIAHII Ta PU3HKIB, SIKi ITOB’sI3aHi 3 MAKPOSKOHOMIYHUM PETyIIOBAHHIM.

€ 00rpyHTOBaHI MPOMO3HLIT Ta PEKOMEH/AALIT 111010 BIOCKOHAICHHSI MEXaHi3My YIPaBIIiHHS IPOIIOBUMHU MTOTOKAMH.

Kniouoei cnoea: rpouoBuil motik, (iHaHCOBUII MeHEKMEHT, (iHAHCOBI MeTOM, (piHAHCOBI IHCTPYMEHTH, OpraHizarliiiHO-
(YHKLIIOHAIBHUI MEXaHi3M, TIHBOBI I'POIIOBI HOTOKH.

Abbasov S. Improving Cash Flow Management

The article discusses various scientific and theoretical views of famous economists on the essence, purpose and objectives of
cash flow as an object of financial management and makes appropriate conclusions. Cash flow has a unique property of financial
liquidity and fully implements the economic functions that relate to it.

Cash flow management is a financial tool that allows you to achieve high final results of the financial and economic activities of
the company, that is, maximize profits. The principles, methods and a comprehensive analysis of cash flow management are considered.
The stages of the cash flow management process and their information support are described in detail. The principles and stages of
creating an organizational and functional cash flow management mechanism were considered and emphasized that the formation of an
excellent cash flow management mechanism will allow the company to attract additional investments to carry out its current activities
and enter foreign markets, including the stock market. Issues of disclosing shadow cash flows in financial management and determining
its role in increasing the value of the company and the risks associated with macroeconomic regulation have been studied in detail.

There are reasonable suggestions and recommendations for improving the cash flow management mechanism.

Keywords: cash flow, financial management, financial methods, financial instruments, organizational and functional mechanism,
shadow cash flows.
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AgbacoB C. A. CoBeplIeHCTBOBAHUE YIIPABJICHUS I€HEKHBIMH OTOKAMM

B cratbe paccMaTpUBaIOTCS pasHble Hay4HO-TEOPETHUECKUE B3IJIA/IbI HM3BECTHBIX SKOHOMUCTOB Ha CYThb, HA3HAYCHUE U 3a]a41
JICHE)KHOTO TOTOKa Kak 00bekTa (PMHAHCOBOTO MEHEIDKMEHTA M CIIEJIaHBI COOTBETCTBYIONINE BHIBOJBI. Jl€HEXKHBIH MOTOK 0Onamaer
YHUKaJILHEIM CBOMCTBOM (PMHAHCOBOI! JTMKBHIHOCTH U B TIOJTHOM Mepe peaan3yeT SKOHOMUIECKHE (yHKIHH.

VYrpaBneHue JEHEXKHBIMH NOTOKAMH SBISETCS (UHAHCOBBIM MHCTPYMEHTOM, MO3BOJIAIOIIMM JOCTUYb BBICOKMX KOHEUHBIX
pe3ysIbTaToB  (DMHAHCOBO-XO3AHCTBEHHOH AEATENBHOCTH HPEAIPUSTHSA, TO €CTh MAaKCHMH3MPOBaTh NpPUOBUIb. PaccMOTpeHsI
IIPUHIUIIEI, METOJIbI ¥ KOMIUICKCHBIH aHAIIN3 YIIPABJICHUS ICHEeKHBIMU ITOTOKaMH. [101poGHO OIMICaHbI ATAIbI Ipolecca yIpaBICHUS
JICHSKHBIMU TIOTOKAMH M HMX HH(OPMAIMOHHOE oOecrmedyeHue. PaccMOTpeHB! NMPUHIMIIBI M 3Tambl CO3JAHUS OPTraHU3alMOHHO-
(YHKIMOHATIBHOTO MEXaHM3Ma YIIPABJICHUS AEHEXKHBIMH IIOTOKAMH M IIOJUEPKHYTO, YTO (DOPMHUPOBAHUE COOTBETCTBYIOIIETO
MEXaHHW3Ma YIPABJICHUS JCHESKHBIMM MOTOKAMH II03BOJUT HPHBICYb IPEIPUATHIO JONOJHUTENIbHBIC WHBECTHLMU JUIS
OCYILIECTBIICHUS TEKYIIEH AeATeIbHOCTH M BBIXO/Ia HA BHEIIHUE PBIHKHU, B TOM 4Kcie Ha GonnoBbie peiHKU. [ToxpoOHO uccienoBaHbl
BOIIPOCHI PACKPBITHS TEHEBBIX JCHEKHBIX IOTOKOB B (PUHAHCOBOM MEHEIKMEHTE U OIPEETICHHS €0 POJIN B HOBBIIICHUH CTONMOCTH
KOMIIAHUH M PUCKOB, CBSI3aHHBIX C MAaKPOIKOHOMHYECKUM PETYIHPOBAHIEM.

OOGOCHOBaHbI NPETIOKEHHUS U PEKOMEH/IALIMH 110 COBEPILEHCTBOBAHUIO MEXaHU3Ma YIPABICHUS ICHEKHBIMH IIOTOKaMH.

Kniouegvie cnosa: neHexHbId NOTOK, (PUHAHCOBBIH MEHEIXKMEHT, (DUHAHCOBBIC METOJbI, (UHAHCOBBIC HMHCTPYMEHTBHI,
OpTaHM3aIMOHHO (DYHKIIMOHAJIBHBINA MEXaHU3M, TEHEBBIC ICHS)KHEIE IIOTOKH.
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