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STRATEGIC CASH FLOW AND 
LIQUIDITY MANAGEMENT

The Strategic Role of Cost and Management Accountants in  
Creating Enterprise Value

“Understand income and expenditure, safeguard funds diligently, and deploy finance wisely to 
enhance enterprise prosperity.”
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Enterprise value is not created by reported 
profit alone. It is created when a business 
converts strategy into durable cash flows, 
preserves access to liquidity and deploys 
capital at returns that exceed its cost. In 
an environment shaped by geopolitical 
tension, volatile funding conditions, shifting 
supply chains and rapid digitalisation, Cost 
and Management Accountants (CMAs) 
have a wider responsibility than preparing 
budgets or explaining variances. They must 
connect operational decisions with cash 
consequences. This article examines how 
CMAs strengthen enterprise value through 
driver-based cash forecasting, working-
capital discipline, liquidity stress testing, risk-
adjusted capital allocation and transparent 
performance reporting. It also considers 
current developments, including artificial 
intelligence in forecasting, real-time treasury, 
supply-chain finance disclosure requirements 
and heightened attention to trapped liquidity. 
The central argument is that the modern 
CMA creates value by making cash visible, 
accountable and strategically deployable, 
while ensuring that short-term liquidity 
actions do not weaken suppliers, customers 
or the long-term resilience of the enterprise.

Abstract

Profit is essential, but cash determines strategic 
freedom

A company may report healthy margins and 
still struggle to pay suppliers, service 
debt or fund growth. The difference 
often lies in the timing of cash. Revenue 

may be recognised before collection, inventory may 
absorb funds for months, and capital expenditure 
may consume cash well before benefits appear. 
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Liquidity, therefore, is not merely a treasury balance; 
it is the organisation’s capacity to act without being 
forced into expensive or value-destructive decisions.

For a Cost and Management Accountant, 
this changes the central question from “Did we 
meet the profit target?” to “How did operating 
choices affect cash, risk and future value?” This 
is a more demanding question because it crosses 
departmental boundaries. Sales terms influence 
receivables; procurement quantities influence 
inventory; production reliability affects safety stock; 
maintenance decisions influence breakdowns and 
emergency spending; and capital projects determine 
future funding needs. The CMA is uniquely placed 
to join these decisions into one economic story.

From cash reporting to cash architecture
Traditional cash reporting explains what happened. 

Strategic cash architecture is designed to influence 
what happens next. It begins with a rolling, driver-
based forecast that links cash to operational 
assumptions rather than simply extending historical 
trends. Forecast collections should reflect customer 
behaviour, credit terms and disputed invoices. 
Forecast payments should incorporate purchasing 
plans, production schedules, payroll, taxes, debt 
service, capital expenditure and foreign-currency 
commitments.

A useful forecast has layers. A short-term view 
supports daily or weekly payment decisions; a 
medium-term view identifies funding gaps and 
covenant pressure; and a long-term view tests 
whether strategy is financeable. The CMA adds 
value by reconciling these horizons, assigning 
owners to major assumptions and measuring forecast 
accuracy. The objective is not false precision. It is 
early warning. A forecast that prompts timely action 
is more valuable than a technically elegant model 
that arrives after the cash shortage.

Working capital: releasing cash without 
damaging the ecosystem

Working capital is often the largest source of 
internally generated liquidity. Yet aggressive 
working-capital programmes can destroy value 
when they simply transfer pressure to customers or 
suppliers. Extending payment terms may temporarily 
improve cash, but it can increase supplier prices, 
weaken supply continuity or damage trust. Likewise, 

indiscriminate inventory cuts can cause stock-outs, 
lost sales and production disruption.

The CMA should therefore manage the cash 
conversion cycle as a system. Receivables analysis 
must distinguish slow collection caused by weak 
credit control from delays caused by pricing errors, 
incomplete delivery documentation or customer 
disputes. Inventory analysis should separate strategic 
buffers from obsolete, slow-moving and excess stock. 
Payables analysis should evaluate the economic cost 
of discounts forgone, financing alternatives and 
supplier vulnerability.

This systems view is increasingly important. In 
September 2026, Citi reported that 72 per cent of 
surveyed global corporates ranked the release of 
trapped liquidity as a top priority for the following 
twelve months, while treasury teams were increasing 
their focus on digital cash visibility and resilience 
(Citi, 2026). For CMAs, the practical message is 
clear: working capital is no longer a periodic clean-up 
exercise. It is a continuous enterprise discipline 
governed through operational data, commercial 
choices and accountable ownership.

Liquidity resilience in a more uncertain 
financial environment

Current financial conditions have made liquidity 
resilience a board-level concern. The International 
Monetary Fund’s April 2026 Global Financial 
Stability Report described risks arising from the 
ongoing war in the Middle East, potential inflationary 
pressures, further tightening in financial conditions 
and amplification channels that could transmit 
market turmoil into financial instability (IMF, 2026). 
For companies, such instability can translate into 
funding, currency, credit and demand pressures, 
depending on their markets, financing structures 
and exposure to international trade.

CMAs should translate such external risks into 
company-specific cash scenarios. A base case is 
insufficient. Management needs plausible downside 
and severe-but-credible scenarios covering delayed 
collections, lower volumes, margin compression, 
foreign-exchange shocks, higher interest expense, 
supply interruption and collateral or margin calls. 
Each scenario should lead to predetermined 
actions, such as slowing discretionary expenditure, 
reprioritising capital projects, drawing committed 
facilities or increasing hedging.
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The discipline resembles a liquidity playbook: 
define minimum cash headroom, early-warning 
indicators, decision rights and escalation thresholds 
before pressure emerges. The purpose is not to 
hold excessive idle cash. It is to balance resilience 
with return, recognising that insufficient liquidity 
can force asset sales, emergency borrowing or 
cancellation of strategically important investment 
at precisely the wrong time.

Recent evidence shows how conservative this 
liquidity posture has become. The 2026 AFP 
Liquidity Survey, based on responses from more 
than 300 treasury professionals, found that 46 per 
cent of organisations had increased their US cash 
balances by March 2026, compared with 38 per cent 
a year earlier. Three-quarters maintained a written 
short-term investment policy. Supporting analysis 
published by Invesco reported that organisations 
placed an average of 83 per cent of their short-term 
investments in bank deposits, money market funds 
and Treasury securities. These figures reinforce the 
CMA’s dual responsibility: preserve access to cash 
while ensuring that liquidity is governed, diversified 
and productive (AFP, 2026; Invesco, 2026).

Capital allocation: converting liquidity into 
enterprise value

Liquidity preservation is not an end in itself. Cash 
creates value only when it is deployed intelligently. 
CMAs should help decision-makers compare 
competing uses of cash: maintaining operations, 
reducing debt, investing in capacity, funding digital 
transformation, acquiring businesses or returning 
funds to shareholders.

Conventional measures such as net present value 
and internal rate of return remain important, but 
they should be supplemented by cash-flow-at-risk, 
scenario analysis, strategic fit and post-investment 
review. A project with an attractive average return 
may still be unsuitable if it creates an unaffordable 
cash trough or concentrates risk in one currency, 
market or customer. Equally, rejecting all investment 
during uncertainty can erode competitiveness.

The CMA’s contribution is to make trade-offs 
explicit. Every proposal should show its timing 
of cash flows, funding source, sensitivity to 
assumptions, effect on liquidity headroom and 
opportunity cost. After approval, actual cash benefits 

should be tracked against the investment case. This 
closes the loop between strategy, execution and 
accountability.

Technology changes the speed, not the 
responsibility

Real-time bank connectivity, cloud platforms, 
automated reconciliation and artificial intelligence 
are reshaping cash management. They can 
consolidate balances, detect patterns, improve 
forecast frequency and flag unusual movements. 
Citi reported that the share of surveyed corporates 
using artificial intelligence in trade operations 
increased from 16 per cent in 2024 to 45 per cent 
in 2026 (Citi, 2026). Such tools can give finance 
teams earlier insight, but they do not remove the 
need for professional judgement.

A forecast is only as reliable as its data, model 
logic and governance. CMAs must question bias, 
explain material assumptions, protect sensitive 
financial information and retain human oversight of 
high-impact decisions. The strongest digital model 
is not the most complex one; it is the one that is 
understood, monitored and connected to action. 
Technology should therefore release accountants 
from data gathering so they can spend more time 
challenging decisions and shaping outcomes.

Transparency, ethics and the quality of 
liquidity

Not all liquidity improvements are economically 
equivalent. Supplier finance, for example, can 
support suppliers and stabilise cash flows, but 
opaque structures may disguise financing risk. 
The International Accounting Standards Board 
amended IAS 7 and IFRS 7 to require additional 
information about supplier finance arrangements, 
including terms, liabilities, payment-date ranges 
and liquidity-risk information for annual periods 
beginning on or after 1 January 2024 (IASB, 2023).

This development reinforces an important 
principle: value creation requires transparency. 
CMAs should ensure that dashboards and board 
reports distinguish sustainable operating cash 
generation from one-off collections, delayed 
payments, asset disposals or new borrowing. They 
should also resist actions that cosmetically improve 
period-end cash while weakening the business. 
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Ethical liquidity management protects credibility 
with investors, lenders, employees and suppliers. 
Credibility, in turn, supports access to capital and 
lowers the risk premium attached to the enterprise.

A practical agenda for the strategic CMA
To make cash management a source of enterprise 

value, CMAs should institutionalise five practices. 
First, establish one integrated cash view linking 
profit, working capital, capital expenditure, financing 
and risk. Second, assign operational owners to 
major cash drivers and review performance through 
a cross-functional cash forum. Third, combine 
rolling forecasts with scenario-based liquidity stress 
tests and a documented response playbook. Fourth, 
evaluate capital through both return and liquidity 
lenses, with disciplined post-investment reviews. 
Fifth, use technology to improve visibility and 
speed while maintaining controls, explainability 
and human accountability.

These practices move the finance function beyond 
reporting. They create a common language through 
which sales, supply chain, operations, treasury and 
leadership understand how their choices consume 
or release cash.

An ancient principle with modern relevance
The strategic importance of treasury is not a new 

discovery. Kautilya’s Arthashastra, an ancient Indian 
treatise on statecraft associated with the Mauryan 
period, devoted detailed attention to revenue 
collection, accounting, treasury supervision, 
expenditure and the detection of financial leakage. 
Book II describes duties relating to the treasury 
and the maintenance of accounts, showing that 
economic strength depended on disciplined 
stewardship of resources (Kautilya, 1951). The 
setting was a kingdom rather than a corporation, 
but the governing insight remains relevant: strategy 
cannot be sustained without reliable revenue, 
controlled expenditure, accountable records 
and reserves capable of absorbing shocks. The 
modern CMA translates that enduring principle 
into enterprise practice through cash visibility, 
internal control, scenario planning and responsible 
capital allocation.

Conclusion
Strategic cash flow and liquidity management sits 

COVER STORY

at the heart of enterprise value creation. It protects 
continuity, reduces the cost of financial distress 
and gives management the freedom to invest when 
opportunities arise. The Cost and Management 
Accountant is central to this process because the 
role combines cost knowledge, operational insight, 
forecasting discipline and strategic judgement.

The modern CMA must do more than monitor 
bank balances or calculate ratios. The role is 
to expose the cash consequences of decisions, 
challenge weak assumptions, design resilient 
liquidity options and ensure that capital flows 
toward its most valuable use. In uncertain times, 
this capability becomes a competitive advantage. 
Enterprises that treat cash as a shared strategic 
resource, rather than the private concern of treasury, 
are more likely to convert accounting performance 
into durable value. 
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