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Working Capital as a Strategic Growth Lever
in Manufacturing
Growth is often associated with new customers, larger factories, additional
capacity and increased production. Yet many manufacturing businesses
discover that as sales increase, cash becomes tighter.

The business is growing, but so is the pressure on working capital.
More raw materials need to be purchased.
Higher inventory levels are maintained to meet customer demand.
Receivables take longer to convert into cash.
Suppliers seek quicker payments.

Before long, a profitable business finds itself borrowing more simply to support
day-to-day operations. This is where many manufacturing leaders view working
capital as a financing problem. In reality, it is a business performance issue.

Working capital is far more than a financial metric reported on the balance sheet.
It reflects how efficiently an organisation plans production, manages inventory,
negotiates with suppliers, serves customers and converts sales into cash.
When these activities work together effectively, working capital becomes a
powerful enabler of growth. When they don't, it quietly limits the organisation's
ability to invest, expand and compete.

Consider two manufacturers with similar revenues and comparable profitability.
One consistently converts inventory into sales, collects receivables on time and
manages supplier relationships strategically. The other carries excess inventory,
experiences delayed collections and relies heavily on short-term borrowing.

(cont.)



Although both businesses may report similar profits, their ability to fund future growth is fundamentally different. The first has created
financial flexibility. The second has created financial dependence.

This is why leading manufacturers do not treat working capital as the sole responsibility of the finance team.
Sales influences receivables through customer payment terms.
Procurement affects inventory levels and supplier relationships.
Production planning determines how much inventory is held and for how long.
Operations influence production efficiency and material utilisation.

Finance provides visibility, but every function contributes to the outcome. Working capital is therefore a reflection of how well the entire
business operates. Improving it is rarely about reducing inventory indiscriminately or collecting receivables more aggressively. Those
actions may provide short-term benefits but can also create unintended consequences if they are not aligned with customer demand and
operational realities.

A ValueScope  Question?TM

If your manufacturing business received a 25% increase in customer
orders tomorrow, would your working capital position enable you to
capture that opportunity—or become the very constraint that limits

your growth?
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Instead, the objective should be to build a business that converts effort into cash more
efficiently. That means improving forecasting, strengthening production planning, aligning
procurement with demand, managing customer credit thoughtfully and creating greater visibility
across the operating cycle.

Businesses that achieve this are often better positioned to respond to new opportunities.
They can invest in capacity with greater confidence.
Support larger customer orders without excessive borrowing.
Navigate market uncertainty with stronger cash reserves.
And make strategic decisions based on opportunity rather than financial constraint.

In manufacturing, growth does not begin when a new order is received. It begins when the 
business has the financial capacity to fulfil that order efficiently and profitably. Working capital
provides that capacity.

The strongest manufacturing businesses understand that working capital is not simply cash tied
up in operations. It is one of the most important strategic assets available to support sustainable
growth.

(cont.)



Understand where cash
is being tied up across
inventory, receivables,

payables and production,
and identify the

operational decisions
that influence cash

conversion.

The Value Lens

DISCOVER

Working capital is not simply a source of liquidity. It is a strategic capability that determines
how confidently a manufacturing business can grow.

RECOVER

Improve planning,
inventory management,

receivables and
procurement practices

to unlock cash,
strengthen liquidity and
reduce dependence on

external financing.

Use stronger working
capital performance to

improve financial
flexibility, support

strategic investment and
create the capacity for
sustainable business

growth.

CREATE

Growth is not
constrained
by a lack of
opportunity.

It is often
constrained
by a lack of

financial
flexibility to

pursue it.
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Where Do You Go From Here?
Every manufacturing business generates working capital. The real question is whether it is
being managed deliberately or simply reacting to the demands of day-to-day operations.

Organisations that consistently outperform their peers understand that improving working
capital is not about restricting growth—it's about creating the financial flexibility to pursue it
with confidence.

At Cuma, we work with manufacturing businesses to evaluate the operational and financial
drivers that influence working capital performance, helping leadership teams unlock cash,
strengthen resilience and support long-term growth without compromising operational
effectiveness.

The next question isn't how much
working capital your business has.

It's whether your working capital is
creating the capacity to grow?
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