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A NOTE BEFORE YOU READ

This work is offered for education and leadership development. It is not legal, financial, accounting, investment, medic-
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ABSTRACT

Five practices set in order, from drawing the cycle with names to a ledger both sides can sign. It is half
past seven on a Monday in January, and the managing director of the firm that makes ventilation hoods
has the office to herself. She has read the first five chapters of a book like this one, or lived them, and
she has decided that this year the firm will stop discovering its cash position on the night before
payroll. On her desk are a notebook, a coffee and the management accounts for December. The tempta-
tion, which she feels at the back of her neck, is to announce a working-capital programme at Friday's
meeting, with a target in days and a name. She is a composite, drawn from the way these first weeks are
described in the research the earlier chapters read and in the house's own practice, and no firm is
meant. This chapter is written to her, and to anyone in her position: the person who runs something

and wants to begin.
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THE FIRST NINETY DAYS

The First Ninety Days

HAUTE LUMIERE - CASH ASLEEP IN THE BUILDING - CHAPTER SIX

Monday, day one

It is half past seven on a Monday in January, and the managing director of the firm that makes ventilation
hoods has the office to herself. She has read the first five chapters of a book like this one, or lived them,
and she has decided that this year the firm will stop discovering its cash position on the night before
payroll. On her desk are a notebook, a coffee and the management accounts for December. The tempration,
which she feels at the back of her neck, is to announce a Working—capital programme at Friday's meeting,

with a target in days and a name.
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THE FIRST NINETY DAYS

She is a composite, drawn from the way these first weeks are described in the research the earlier chapeers
read and in the house's own practice, and no firm is meant. This chapter is written to her, and to anyone in
her position: the person who runs something and wants to begin. It sets out the first ninety days in order,
with who is in the room, what each step needs and roughly how long it takes, the decisions that change the
result, the mistakes made at each step and how to see them early, how to read what comes back, and what

to do on the first Monday. The working pages it refers to are gathered in Chapter 7.

Two tl’lings should be said before the plan. The first is that nothing here needs a programme, a budget ora
name. A working-capital initiative announced on Friday will be met, by the following quarter-end, with
exactly the behaviour Chapter 5 describes: payments held, sbipments timed, the days moved rather than
removed. The practices in this book work because they ask people to describe what they already do, and
people describe it more honestly when nobody has told them what the answer should be. Ammanuel Santa
Anna's writing on stagnation gives the opening question of the whole ninety days in a single line:42 "The
diagnostic question for stagnation is simple: Where has flow stopped". The ninety days are spent answering

it with names and dates.

The second is that the order matters more than any single step. The chapters were written in the order a
reader meets the cash: the cycle, the stock, the invoices, the suppliers, the measure. The ninety days run in

the order the practices depend on each other, and that order is different.

Wby this order

The five practices are the money walk (Chapter 1), the shelf walk (Chapter 2), the dispute record (Chapter
3), the supplier conversation (Chapter 4) and the release ledger (Chapter 5). In the first ninety days they
run in this sequence: draw the cycle and fix its history; agree the ledger; walk the shelves and keep the dis-

pute record; make the cheapest changes; then hold the supplier conversation; then read the ledger.

The reasoning is simple. Every later practice needs two things the first ten days provide: a picture of the
cycle that everyone can see, so that the walks are aimed at the right places, and a history of the cycle fixed
before anything changes, so that what the walks release can be counted against it. The ledger is agreed
carly, on the tenth day, because Chapter 5's whole argument is that a measure believed after the event must
be agreed before it. The shelf walk and the dispute record come next because they release cash from the
firm's own building, which is where the gain is and where nobody else pays for it. The supplier conversa-
tion comes after them, deliberately. A firm that starts with its suppliers is starting with the one lever that
moves cash out of somebody else's building, and it will reach for that lever again whenever the cycle disap—
points. A firm that has already walked its shelves and its invoices comes to its suppliers having done its

own work, and the conversation is about holding less together rather than about who holds more.

Santa Anna's book on living ventures describes the habit the order is designed to resist. Scarcity thinking,

it says, sounds like "Hold tight. Hunker down. Survive.", and the remedy it proposes is three words long:
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THE FIRST NINETY DAYS

"Circulate, don't hoard." The ninety days are a way of practising those three words in an order that keeps

the firm honest about whose cash it is circulating.

Who is in the room
Three roles carry the first ninety days, and they should be named before anything else is done.

The sponsor is the most senior person who can see all four parts of the cycle: purchasing, production, sales
and collection. In a small firm it is the managing director. In a larger one it may be a divisional director or
a site head. The sponsor's job is not to run the work. It is to walk the first order herself; to keep the walks
from becoming audits, to protect the people who describe what they do, and to refuse, on behalf of every-

one, any request to improve the number by timing. Expect it to take three to five hours a week.

The working group is small: four to six people. It should include the person who plans stock, someone from
sales who agrees terms with customers, the credit controller, someone from purchasing, and someone from
finance who will later sit at the ledger. If the firm has an installation or delivery team, one person from it,
because Chapter 1's longest gap was a piece of paper in a van. The group meets for an hour a week. Its job is

to walk, to keep the dispute record, to choose the changes and to bring back what it finds.

The keeper of the ledger is one person, usually in finance, who is not measured on the number the ledger
produces. The keeper pulls the monthly balances, keeps the history fixed, sorts each movement into its
kind, and shows the ledger to the people named in it. The keeper needs about two hours a week, and the
quality that matters most is that the departments trust the keeper to write down what moved the number

rather than what the sponsor would like to have moved it.

One decision at this stage changes the result more than any other. The sponsor must decide, out loud and
on the first day, that no payment to a supplier will be held and no shipment timed for a reporting date
during the ninety days, and that anything of the kind will appear in the ledger as timing. Without that sen-

tence, every later step is measured against a number the firm can move overnight.

Days one to ten: drawing the cycle

The first ten days change nothing in the business. They produce four things, and the sponsor does part of
the work herself.

The first is the cycle, monthly. The keeper asks for the days of stock, receivables and payables at the end of
cach of the last twenty-four months where the records allow, computed on a stated convention, and draws
the three numbers and the cycle as lines. The working group sees the lines on day five. Most groups are sur-
prised by the same two things: how much the cycle moves from month to month, and how different the

year-end is from the months around i.
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THE FIRST NINETY DAYS

The second is the money walk. The sponsor and two members of the group choose one ordinary order from
the previous quarter and follow its money from the day the materials were paid for to the day the custom-
er's payment cleared, asking at each stage when the money arrived, when it left, and what it was waiting
for. The walk takes an afternoon. Its sheet, in Chapter 7, is read by the whole group together, before anyone

senior sees it.

The third is the history, fixed. Before day eleven the keeper copies the monthly balances and the records
behind them for the last one to two years, dates the copy and files it unaltered. This is the baseline the
ledger will read against. It is fixed now, before the shelf walk or the dispute record can change anything,
for the reason Chapter 5 gives: an improvement can only be counted against a history that was settled be-

fore it began.

The fourth is the ledger agreement. On day ten the sponsor, the keeper and the working group fill in the
one-page agreement in Chapter 7: which records the ledger reads, the rolling average it uses, the ordinary
range drawn from the fixed history, the adjustments it will make and how, the companion measures beside
cach number, the four kinds of movement, who keeps it and who checks it, and the rule about payment

runs. Everyone in the room signs it.

What goes wrong at this stage. The commonest mistake is to announce. A firm told that it is beginning a
working-capital drive will start managing the number before anyone has understood it, and the first sign is
a question from a department head about the target. The second is to start the walk with the worst order
of the year, which produces a vivid story and the wrong changes. The third is to skip the fixed history be-
cause the records are untidy. Untidy records copied and dated on day ten are worth more than tidy ones

assembled on day sixty, because nobody can later be suspected of having chosen them.
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THE FIRST NINETY DAYS

Days eleven to thirty-frve: the shelves

HAUTE LUMIERE - CASH ASLEEP IN THE BUILDING - CHAPTER SIX

Days €1€V€1’1 o thirty—ﬁve: tl’lﬁ Sl’lClVﬁS

In the third week the planner, the person who runs production and the salesperson in the group walk the
warchouse, with the list from the stock system of the forty lines that have moved least in the last year,

ranked by value. The sponsor walks the first ten lines with them.

At cach shelf they ask the four questions of Chapter 2, in order, and write the answers on the shelf-walk
sheet: who decided to hold this, and when; what were they protecting against; is that danger still there; and

if' it is, who owns it now. The walk of forty lines takes two or three sessions of about ninety minutes each.
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THE FIRST NINETY DAYS

Then the group sorts the lines into three: fears that are no longer true, fears that are still true and need an

owner and a signal, and buffers held on purpose in front of the resource the whole plant waits for.

The decision that changes the result is how the group treats the person who placed the order. Most of the
lines were placed by people still in the building, often by the planner walking the list. If the walk is con-
ducted as curiosity about what the firm was afraid of, the answers to the second question will be honest,
and those answers are the most valuable thing the walk produces. If it is conducted as a search for bad de-
cisions, the answers will be defensive by the fifth shelf. Santa Anna's canon on resource decisions is the
right note to strike before the first shelf: "These behavioral patterns are not character flaws." The sponsor

should say something like it, in her own words, at the start of the first session.

What goes wrong. The walk ends in a target for stock reduction set before the fears are named, and the
shelves empty and the rushed orders begin within a quarter. Finance turns the walk into a discussion of
write-offs, which belongs in a separate meeting. The buffer in front of the constraint is cut along with
everything else. The early signs are readable. If the second question is answered I don't know more than a
few times, either the people who placed the orders are not in the room or they do not feel safe saying why.

If the group is keen to cut everything, someone has been told a number.

How to read what comes back. By day thirty-five the group should have a shore list of lines to be used up
before more are bought, a list of fears with owners and signals, a labelled buffer, and the answers to the
second question for all forty lines. The last is a list of what the firm has been afraid of, and the sponsor

should read it twice.

Days twenty-one to ﬁfty: the invoices

Overlapping with the shelf walk, from the start of the fourth week, the credit controller keeps the dispute
record of Chapter 3 for four weeks: every invoice queried, put on hold or paid later than its terms, with the

customer's reason in thﬁ customer's own WOl‘dS.

At the end of the four weeks, on or about day fifty, the working group meets for ninety minutes with the
record on paper and finds, for each invoice, the first desk at which the fault could have been put right. The
record is sorted by first desk, and the customers who simply chose to pay late are counted separately. The

credit controller presents it; the sponsor says very little.

The decision that changes the result is who is in the room when the record is read. It must include the
people at the first desks: the order desk, the warchouse or delivery team, the salesperson who agreed terms,
whoever owns the customer records. A record read only by finance becomes a complaint about other de-
partments. A record read by the people whose desks appear in it becomes the first time most of them have

been told what a customer's accounts office needs to see.
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What goes wrong. The record is kept for a week and then abandoned because the credit controller is too
busy chasing. The reasons are written in finance's words rather than the customer's, so that every line reads
admin. The meeting turns into a search for the person who made each mistake. The early signs: a record
with fewer than a dozen lines in a firm that sends hundreds of invoices, which means it is not being keprt;
and a meeting in which the first desks argue about whose fault each line is, which means the record is be-

ing read as blame.

How to read what comes back. The useful numbers are three: how many of the late payments began inside
the firm, how many began with the customer, and which first desk appears most often. In most firms the

first is much the 1argest, and the third points at a change that costs very lictle.

Days fOI'tY’ﬁVC to scventy: tl’lfﬁ ﬁI’St changcs, thcn tl’lG supplicrs

With the shelves walked and the invoices sorted, the group makes the cheapest changes first, in the order
Chapters 1 to 3 describe. The paper that travels slowly is made to travel the same day. The order desk asks
for the customer's purchase-order number at the first contact. Invoices are raised from the delivery. Cus-
tomer queries get a named owner. The lines whose fears have gone are used up before more are bought, and
the fears still true get their owners and signals. Each change is written in the keeper's record with a date, so

that the ledger can find it later.

Then, from about day fifty-five, the purchasing member of the group and the sponsor prepare the supplier
conversation of Chapter 4. They begin with the firm's own approval lag, the number of days between a sup-
plier's invoice arriving and its approval for payment, because that number is terms the contract never
agreed and the firm can shorten it on its own. They publish the firm's payment date to its suppliers. And
they choose the five or ten suppliers most dependent on the firm and hold the conversation with each:
what would longer terms cost you, what do we do that makes you hold more than you need, and what

could we do that would let both of us hold less.

The decision that changes the result is to leave the terms where they are during the ninety days. It is the
hardest decision in the plan, because the payables number is the one that would move fastest, and a spon-
sor under pressure from a bank or a board will feel the pull of it. The conversation's value depends on its
not being a renegotiation. Santa Anna's book on living ventures gives the test to keep in mind while hold-

ing it: "Is the benefic truly reciprocal?"

What goes wrong. The firm holds the conversations and changes nothing it heard, which teaches the sup-
pliers that it listens and does not act. The approval lag is ignored because it belongs to the accounts office,
which is not in the group. An early-payment programme is mentioned in passing, and the supplier hears it
as the price of keeping the existing terms. The ear]y sign of each is the same: a supplier who answers the
second question with nothing, it's fine, which usually means the supplier does not yet believe the question is

1'6211.
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THE FIRST NINETY DAYS

Days sixty-one to ninety: reading the ledger

HAUTE LUMIERE - CASH ASLEEP IN THE BUILDING - CHAPTER SIX

Days sixty-one to ninety: reading the ledger

In the last month the keeper produces the first full readings of the ledger: the cycle as a rolling average,
drawn against the ordinary range of the fixed history, with every movement since day ten sorted into its
kind and every released day named against the department that produced it, and the companion measures

beside each number.

The working group reads it together, once a month, for an hour. The questions are the ones the ledger was

buile to answer. How much has the cycle moved, on the average and not on a night? Of what has moved,
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THE FIRST NINETY DAYS

how much is a change in the business, how much a change in terms, how much financing, how much tim-
ing? Which department's behaviour produced each released day? Did any companion measure move the

wrong way: on-time delivery, invoices right the first time, supplier invoices paid on the agreed date?

The decision that changes the result is what the sponsor does with the first reading, which will usually be
smaller than she hoped. A roiling average moves siowiy, because each month is one point in twelve or thir-
teen. Released days from the shelf walk show first; days from the dispute record show later, as the correc-
ted invoices are paid. A sponsor who answers a small firse reading by asking for something faster has
taught the group which lever to pull. A sponsor who answers it by asking which line moved, and naming

the people behind it, has taught the opposite.

What goes wrong. An adjustment is proposed after the results are in. A month-end figure is quoted in
place of the average because it looks better. A day borrowed through a finance programme is counted as re-
leased. The early sign of each is the same, and it is the one Chapter 5 of Where the Flow Stops also names:

someone in the room, often the keeper, goes quiet.

What this step does not settle is how a released gain is then shared with the people who produced it: the
proportions, the timing, the thresholds and the terms. Those depend on the organisation, its people and its
history. They are decided with the people who will be covered, and for an organisation working with Lu-
minous Prosperity they are the substance of the engagement, not of a book. What the ninety days can do is

make that later decision honest, by producing a figure both sides already believe.

Day ninety: reading What you have

The working group and the sponsor meet on day ninety with six things on the table: the monthly lines
from the first week, the money-walk sheet, the shelf-walk sheet with its answers to the second question,
the dispute record sorted by first desk, the notes of the supplier conversations, and the 1edger with its first

readings.

They ask a short list of questions, in order. Where was the money walk right about where the cycle sat, and
where wrong? Which fears in the stockroom were no longer true, and which were given an owner? Which
first desks appeared most in the dispute record, and has the share of invoices right the first time moved?
What did the suppliers say the firm does that makes them hold more, and what has been changed? How
much of the cycle's movement is a Change in the business, and how much is anything else? And then the

question that matters most for the next ninety days: which of the practices is not yet real?

What not to conclude is as important. Ninety days are too short to say the cycle has changed; a rolling av-
erage will show the full effect of what was done only over the following year. A single good month is not a

release. And a ledger that shows little movement in the business is itself a finding. It usually means one of
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the walks found the gaps and the changes have not yet been made, and the first place to look is the keeper's

record of changes, to see which have dates and which only have intentions.

Santa Anna's writing on money as a 1iVi1’1g system describes the shift the ninety days are for, in one sen-
tence: "The question shifts from "How much do I have?" to "How does it flow?"" At day ninety the firm can

answer the second question with names.

What to do on Monday

If the whole of this Chapter is too much to begin with, three things can be done on the first Monday, and

none of them needs anyone's permission.

Ask finance for the days of stock, receivables and payables at the end of each of the last twelve months, and

draw them as three lines. Look at the year-end beside the months around it.

Choose one ordinary order that was paid for last month, and follow its money backwards, from the cus-

tomer's payment to the purchase of its materials. At each stage, write down what it was waiting for.

And say, to the person who would otherwise be asked to do it, that no supplier payment will be held for a

reporting date this quarter.

Santa Anna's book on living ventures ends its account of scarcity in finance with a sentence that could
stand over all five practices: "This is not naivete. It is ecology." The ninety days are not a campaign. They are

the firm learning where its money sleeps, and asking it to move.

Monday, day ninety-one

It is half past seven on a Monday in April, and the managing director's diary is full again. On the wall out-
side her office the cycle is written in marker, in days, as a rolling average, with the range of the last two
years drawn faintly behind it. In aisle fourteen there is a card with a supplier’s phone number on it. The or-
der desk will not take an order without the customer's number. The firm's payment date is printed on every

purchase order it sends.

None of these has a name. Nobody has announced anything. The managing director looks at the payroll on

Thursday, sees that it is covered, and turns to the first meeting of the week.
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