
Cash Flow & Roll 

“Cash and Flows and Rock & Roll” 

It seems that many large multinational companies (MNC’s) have decided to abandon “classic” 

budgeting processes in favour of rolling (cash) forecasts. As Ian Dury (Famous British Rock singer) 

would have said “Ca$h and Flows and Rock-Roll”… These large companies have revamped their 

budget processes prefer to focus on a more realistic cash-flow forecast. The main observation, which 

explains this U-turn, comes from the fact that some companies spend time to make a budget but 

manage their business without it. Isn’t it waste of time? Instead of using “frozen” budgets, it is 

certainly more useful to use rolling forecasts, flexible budgets or event-driven planning in order to 

better accommodate your management and business to the economic situation and moving 

environment. “Sign of the times” said Petula Clarck in a very old song… We now live in a volatile 

economic environment and must adapt ourselves and our way to manage companies in order to 

survive. To make a comparison, I am tented to say that treasurers and CFO’s have often been viewed 

as captains on these long barges with the cockpit at the back. Now, they need to navigate often at 

sight and to be on the bridge of even longer and bigger boats. As in aeroplanes, the cockpit is at the 

front. They need to adapt to the variable factors potentially impacting business. We still do need 

budget and planning but more adjustable and amended upon circumstances. A vast majority of 

treasurers are not satisfied by budgets and processes behind. It is arduous and complex processes to 

produce documents that will be quickly forgotten or shelved. Market volatility, commodity pricing, 

FX currency wars, emerging country economies, recessions, financial crisis and “worldization” or 

globalization have modified the accuracy and relevance of these budgets.  

Obsolescence before finalization 

Most frequent critic is the obsolescence of budgets as soon as they are finalized. It is perishable 

stuff. Often one fourth of the year is spent on producing figures for the year to come. When 

finalized, it is already past… It is a really demotivating process for financial teams. Budget seems to 

be a sort of habit, a tradition, a usage despite the fact it is not always fully used for what it is 

supposed to deliver. Who has never heard comments like: “as soon as approved, out of date”. The 

time it takes to produce it explains the obsolescence. Beside the budget, the best would be to set up 

bottom-up rolling forecasts (at least 4 but ideally more) to adjust previsions to actuals and economic 

context when it evolves. Forecasting without implying its affiliates and operating units would be 

inefficient. Treasury can there help by giving inputs after each end of month net cash/debt position. 

In budget concept, we talk about “cost-approach” while in cash-flow forecast, we talk more about 

“revenue-approach” and eventually for us, as treasurer, we have more a “cash-approach”. At the 

end of the day, more than for analysts, the idea is to plan size of credit facilities and use of cash 

(depending on net position).  

How to improve cash-flow forecasts 

Then, for improving forecasts, it is necessary to have a top-down approach too to inoculate 

discipline and explains variances if any. The more questions you will raise, the more preparation 

from affiliates you will notice. The affiliates need to prevent these questions. The aim would be to 

involve affiliates along the fiscal exercise and not once at budget preparation date. The other 



objective would be to set-up monthly planning. More than a single picture, management expects 

series of pictures month after month. With a flexible and evolving tool, you can make simulations 

and apply different scenario. In summary, we could say that we needs nowadays a twelve-month 

rolling approach to produce updated figures, to prefer a moving and flexible approach rather than 

annual set of budget figures and eventually we should have a bottom-up and top-down approach to 

force a better reporting and forecasting discipline within the group. Whatever the method used by 

affiliates (direct or indirect) they need to produce reliable and consistent figures. The recipe for 

success consists of being regular, repetitive, iterative, constant, disciplined and precise. At the end of 

the day, the objective is to determine the “accessible cash” or gross debt evolution. Classic budget 

exercises are often too long, do not give enough time for analysis, do not offer sufficient visibility, 

involve too many people, do not help managing business, are difficult to revise, do not present 

possibility to make sensitivity analysis and finally are not aligned to strategy and enterprise risk 

management. In current context, CFO’s and treasurers need to have a certain agility and flexibility, 

which have been missing so far.  
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