Turn Inventory into Cash Flow:

Why Inventory Management Is
the Hidden Lever for Cash Flow

For distribution businesses, inventory is one of the largest
investments. But for many growing firms, it is also where
the most cash is locked up. Poor inventory management
slows operations, weakens customer satisfaction, and
prevents reinvestment into growth. This guide covers how
smarter inventory practices with a smarter system can help
turn stock into cash faster, improving turnover, minimizing
stockouts, and keeping distributors competitive and agile in
a changing market.

Guide to Smarter Inventory Management
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Chapter 1:

The Hidden Cost
of Inventory
Inefficiency

Many distributors unknowingly tie up tens of
thousands of dollars in excess or obsolete inventory.
Relying on outdated systems or manual methods
contributes to a lack of visibility and control.

Common signs of inefficient
inventory practices:

e Excess or dead stock sitting in warehouses for months
e Regular stockouts of high-demand items

e Manual tracking through spreadsheets or
disconnected tools

e Frequent inventory write-offs due to obsolescence

o Emergency orders and rush shipping that eat into margins

Boca Terry | Acumatica Customer

Impact of inefficient inventory
management

While these issues may seem operational, they have a
direct impact on financial performance. Every unsold
item sitting on a shelf, every unfillable order for out-of-
stock but in-demand items, represents cash that cannot
be used elsewhere—for hiring, marketing, or expanding
product lines.

Inventory is a liability




Chapter 2:

The Inventory-to-Cash-Flow Equation

Picture the Inventory-to-Cash-Flow Equation as a gauge controlled by a few key levers. At one
extreme is Insufficient Inventory, where sales are lost. At the other extreme is Excessive Inventory,
where storage costs increase. In the middle is the Perfect Inventory Level, which is attainable if the

controlling levers are moved in the right ways.

Key levers in the Inventory-to-Cash-
Flow Equation:

e Inventory Turnover: Higher turns mean products move
quickly, reducing holding costs.

e Demand Forecasting: Matching supply with demand
reduces both shortages and excess.

e Smart Reordering: Automating replenishment helps
avoid human error and improves efficiency.

e SKU Rationalization: Eliminating low-performing items
frees up space and resources.

Perfect Inventory
Level

Insufficient Excessive
Inventory Inventory

Losing
Sales Storage
Costs

The key to success
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Finding Balance

Balancing these levers to stay within the Perfect
Inventory Level range accelerates cash flow by
converting products into revenue faster.




Chapter 3:
Where Basic Accounting Systems Fall Short

Many growing distributors start out using spreadsheets, entry-level accounting software (i.e.,
QuickBooks), or siloed tools to manage inventory. While this may work initially, these systems fail to scale.

Limitations of basic systems:

e No real-time visibility into inventory levels
across locations

e Limited ability to track items by bin, lot, serial number,
or attributes

e Manual data entry prone to delays and errors

o Disconnected systems between sales, purchasing,
and finance

* Inadequate features for managing perishable goods or
prioritizing inventory by expiration (e.g., FEFO)

Polywood \ Acumatica Customer

m Information Gaps

These gaps make it difficult to respond to market demand,
prevent overstocking, or maintain healthy margins. In short,
basic systems are reactive, not proactive—making it difficult
to achieve balanced inventory levels.

distributors need connected systems

to manage the future.




Chapter 4:
What a Modern System Enables

Modern cloud-based business management systems provide real-time insights and automation that help
growing distributors optimize inventory, achieve stock balance, and improve cash flow.

Key capabilities of a modern distribution system:

i
[ -

Real-time inventory tracking
across multiple warehouses
and locations

Matrix items to manage
variations (e.g., size, style,
color)

®

Inventory turn calculations to

track how quickly products
sell and optimize restocking
strategies

©

Automated replenishment
based on usage trends and
reorder points

7

Dashboards and alerts for
aging stock, low inventory,
and high-demand items

[

ABC codes and sales velocity
analysis to guide warehouse
layout—placing fast-moving
items near packing stations for
quicker fulfillment

Modern Tools

@

Forecasting tools to match
stock levels to actual sales
trends

[

Dead stock reports to

help identify and liquidate
unsellable inventory—freeing
up space and capital

D

Just-in-time inventory
strategies to reduce on-hand
stock and minimize carrying
costs

These tools empower teams to make faster, smarter decisions—reducing waste,
improving service, and freeing up capital to reinvest in the business.



=

Chapter 5:
Real Results in Action

“Acumatica has allowed us to be a better digital business. From Sales
to Operations, Admin to C-Level Executives, Acumatica allows us to
have insight into data to make good decisions to grow our business
in a powerful way.”

Bryan Papé, Founder and CEO
MiiR

“Access to data is the winning factor. We’'re now able to put
together budgets and forecasts and make wise financial
decisions because we have data available to do that.”

Nakuma Scott, Vice President of Technology
Killer Merch

“We have timely information for AP, AR, capital projects,
inventory, forecasting orders, and production schedules. You
can’t do any of that with QuickBooks. That’s one of the biggest
competitive advantages we have with Acumatica.”

Aaron Gabrielson, CTO
Redmond Inc

Measurable Benefits
Distribution businesses like yours are seeing measurable benefits by moving from

QuickBooks to Acumatica. Here are just some of the benefits they are experiencing:

e  Shipping times down to 1to 2 days compared to 6 to 10 ¢ Achieved consistent 40-50% annual growth
days before

¢ Saved 7 hours a month by automating
¢ Reduced customer service staff from 16 to 4 members commission payments

. Recouped $500,000 a year in formerly lost sales . Secured remote data access at 10 locations
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Chapter 6:

Building a Roadmap to Smarter Growth

As distribution firms scale, inventory strategies must evolve. The goal is not just to manage

inventory but to turn it into a strategic lever for growth.

Steps to get started:

1 Evaluate current inventory practices
[ ]

Identify where stock is stagnant, data is
inaccurate, or processes are too manual.

3 Identify system limitations
[ ]

Understand where legacy tools are
holding you back.

5 Prioritize scalability and automation
[ ]

Choose tools that grow with your business
and reduce reliance on manual processes.

your business

Align inventory goals with cash
flow targets

Accelerate product turnover to boost
working capital efficiency.

Explore solutions that unify
operations

Look for a connected system that
integrates inventory, sales, purchasing,
and finance.




Conclusion:

Ready to Turn Inventory into an Advantage?

Inventory should work for you, not against
you. By upgrading to a smarter system,
distribution firms can:

e Free up cash to reinvest in growth.
e Improve customer satisfaction by reducing stockouts.
e  Cut costs from excess inventory and manual tasks.

¢  Make faster, data-driven decisions with
real-time visibility.

Cave Direct \ Acumatica Customer

Take the next step:

 Now is the time to evolve from inventory management
to inventory strategy.

e Begin evaluating modern systems that connect your
inventory to your cash flow goals.

Acumatica Cloud ERP is a comprehensive business management For Additional Information Please Contact:

solution that was born in the cloud and built for more connected, Algorithm Inc.
collaborative ways of working. Designed explicitly to enable
. o g. < . 'p v . Email: info@algorithminc.com
small and mid-market companies to thrive in today's digital
economy, Acumatica’s flexible solution, customer-friendly 6724 Perimeter Loop Road #332, Dublin, OH, 43017

business practices, and industry-specific functionality help

https://www.algorithminc.com

growing businesses adapt to fast-moving markets and take
control of their future. LinkedIn
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