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ABSTRACT: 

In the wake of the financial crisis, banks around the world have to adapt to a different and 

rapidly changing business Cash is the life blood of any business. It is very important factor to 

any organisation. It helps to achieve the objectives of the business and helps to carry the 

smooth working of an organisation. The very prominent process in an economy is the cash 

flow and currency flow within the economy. It has unique assets and most important to 

quality system to be able to maintain the flow of cash and currency between outlets, Banks 

and customers. With the changing environment of today’s era bank has faced a huge 

challenge that is change, banks needs to be very careful and updated with the changing 

standards. To overcome the shrinking deposits, to increase the number of accounts etc. bank 

has to be updated and come up with the new technique Cash Management Services. Hence 

the objective of this paper is to study the Role of cash management system in Banking Sector. 

Keywords: Cash management, banks, customers, organisation. 

INTRODUCTION: 

The term cash management refers to the management of cash resource in such a way that 

generally accepted business objectives could be achieved. In this context, the objectives of a 

firm can be unified as bringing about consistency between maximum possible profitability 

and liquidity of a firm. Cash management may be defined as the ability of a management in 

recognizing the problems related with cash which may come across in future course of action, 

finding appropriate solution to curb such problems if they arise, and finally delegating these 

solutions to the competent authority for carrying them out The choice between liquidity and ij 

profitability creates a state of confusion. It is cash management that can provide solution to 

this dilemma. Cash itself is not capable of generating any sort of income on its own. It rather 

is the prime requirement of income generating sources and functions. Thus, a firm should go 

for minimum possible balance of cash, yet maintaining its adequacy for the obvious reason of 

firm's solvency. 

LITERATURE REVIEW: 

TrencaIoan et al (2014)focuses on liquidity management in Commercial Banks, and 

presents the steps that a good management has to follow to ensure that the position of the 

bank is not put into jeopardy following a lack of liquidity. Different management decisions 

and liquidity strategies are studied, with an emphasis on currency strategies, strategies for 

funding liquidity risk, financing and planning liquidity after different scenarios. The paper 

56

ISSN NO: 0975-6876

http://cikitusi.com/

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 1, Issue 2, July - December, 2014



also takes into consideration and studies what happens with the liquidity management during 

crisis situations. 

Fellows (2013) showed how different policies and situations influence the cash flows for a 

contractor. Considering variations in mobilization advances, retention amounts, pricing mark-

ups and effects of inflation and expected payment delays, effects on project profitability, 

financing requirements and cash flows were studied on the basis of a typical building 

construction project. Certain recommendations were made for increasing profits, reducing 

financing costs and minimizing negative cash flows. 

Navon (2012) among construction companies in Israel revealed that although all companies 

prepared cash flow at the company level, only 60 % of them compile cash flow at project 

level although infrequently at various levels of accuracy with a lot of manual efforts. The 

technique used for cash flow forecasting was to assign estimated costs on aggregated 

schedule and distribute them as a function of time using rule of thumb. The same method was 

applied to income flow, but no time lags for expenses or income were taken into account. 

Another technique used was to use well known software packages. 

 

 

OBJECTIVES: 

1. To study on the cash flow management benefits in banks. 

2. To study on the cash banking services 

3. To suggest methods for improving cash management in Banks 

4. To study the Role of cash management system in Banking Sector 

Benefits of Cash Management System: The speedier you are, it’s easier for you to address 

the challenges of globalisation.In this technology era the Cash Management System provides 

following Benefits to its customers:  

1. Funds available as per need on day zero, day one, day two, day three etc 

2. Corporate can plan their cash flows, ii. Bank interest saved as instruments are 

collected faster, iii. Affordable and competitive rates 

3. MIS reports customized to meet individual corporate requirement 

4. Single point enquiry for all queries 

5. Pooling of funds at desired locations 

6. Operational in 148 Cities/Centres 

Control of cash flows 

It is necessary to minimize the interval between the time when cash is received and the time it 

is available for carrying out expenditure programs. Commercial banks by virtue of the 

banking sector infrastructure are often able to collect revenues more efficiently than tax 

offices, which should therefore focus instead on tracking taxpayers. When revenues are 
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collected by commercial banks, arrangements must be defined to foster competition and 

ensure prompt transfer of collected revenues to government accounts. Systems of bank 

remuneration through float, which consists of authorizing the banks to keep the revenues 

collected for a few days, present inconveniences. Stringent rules to ensure prompt transfers 

must be established. Moreover, bank remuneration through fees is more transparent and 

promotes competitive bidding. An appropriate system of penalties for taxpayers is also an 

important element in avoiding delays in revenue collection. 

Outflows: For cash management, the control of cash outflows, which is directly related to 

organizational arrangements for budget execution, can pose more difficulties than the control 

of cash inflows. However, issues related to cash management should not be confused with 

issues related to the distribution of responsibilities for accounting control and administration 

of the payment system. 

Payment techniques Payment methods affect the transaction costs of cash outflows. 

Depending on the banking infrastructure and the nature of expenditures, various payment 

methods may be considered (check, cash, electronic transfer, debit card, etc.).6 Modern 

methods of payment, for example, payment through electronic transfers instead of through 

checks or cash, allow the government to plan its cash flow more accurately, expedite 

payments, and simplify administrative and accounting procedures. However, whether one 

mode of payment is preferable to another depends on many factors, such as the degree of 

economic development of the country, the banking network, the status of computerization. 

Centralization of cash balances and Treasury single accounts 

Centralizing cash balances To minimize borrowing costs or maximize interest-bearing 

deposits, operating cash balances should be kept to a minimum. In countries where funds are 

released through an imprest system, spending agencies often accumulate idle balances their 

bank accounts.Where imprest accounts are held at a commercial bank, the idle balances can 

help loosen constraints on credit, by giving the banking sector additional resources for 

credit.Cash balances are efficiently centralized through a Treasury Single Account. This is an 

account or set of linked accounts through which the government transacts all payments. 

Giving incentivesIf value for money is to become a working principle in government, a 

significant start should be made by establishing businesslike arrangements between the 

government and the banking system. The principle that the government should earn interest 

on all its deposits and that it should, in turn, pay for all the banking services it receives should 

be seriously explored. 

Cash Management services offered by the bank to the Customers 

Advanced Web Services: Now a day’s most of the banks are giving the web services and 

internet facility to their customers. This enables managers to create and authorize special 

internal logon credentials, allowing employees to send wires and access other cash 

management features normally not found on the consumer web site. 
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Account Reconcilement Services: to maintain a cheque book most difficult task for big 

organizations as they have lots of transactions on daily basis to overcome this, banks have 

developed a system which allows companies to upload a list of all the checks that they issue 

on a daily basis, so that at the end the month the bank statement will show not only which 

checks have cleared, but also which have not. 

Armored Car Services (Cash Collection Services): big organization have an large cash 

transaction on daily basis or hourly basis so bank provides the facility to collection of cash 

from their doorstep. 

Automated Clearing House 

services are usually offered by the cash management division of a bank. The Automated 

Clearing House is an electronic system used to transfer funds between banks. Companies use 

this to pay others, especially employees (this is how direct deposit works). Certain companies 

also use it to collect funds fromcustomers (this is generally how automatic payment plans 

work). This system iscriticized by some consumer advocacy groups, because under this 

system banks assume that the company initiating the debit is correct until proven otherwise. 

Balance Reporting Services: Corporate clients who are having a large cash transactions on 

daily basis and they need reporting so these sophisticated compilations of banking activity 

may include balances in foreign currencies, as well as those at other banks. They include 

information on cash positions as well as 'float' (e.g., checks in the process of collection). 

Finally, they offer transaction-specific details on all forms of payment activity, including 

deposits, checks, and wire transfers in and out, ACH (automated clearinghouse debits and 

credits), investments, etc. 

Cash Concentration Services 

Large or national chain retailers often are in areas where their primary bank does not have 

branches. Therefore, they open bank accounts at various local banks in the area. To prevent 

funds in these accounts from being idle and not earning sufficient interest, many of these 

companies have an agreement set with their primary bank, whereby their primary bank uses 

the Automated Clearing Housetelectronically "pull" the money from these banks into a single 

interest-bearing bank account. 

Wire Transfer 

A wire transfer is an electronic transfer of funds. Wire transfers can bedone by a simple bank 

account transfer, or by a transfer of cash at a cash office. Bank wire transfers are often 

the most expedient method for transferring funds between bank accounts. A bank wire 

transfer is a message to the receiving bank requesting them toeffect payment in accordance 

with the instructions given. The message also includessettlement instructions. The actual wire 

transfer itself is virtually instantaneous, requiringno longer for transmission than a telephone 

call. 
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Reverse Positive Pay: Reverse positive pay is similar to positive pay, but the process is 

reversed, with the company, not the bank, maintaining the list of checks issued. When checks 

are presented for payment and clear through the Federal Reserve System, the Federal Reserve 

prepares a file of the checks' account numbers, serial numbers, and dollar amounts and sends 

the file to the bank. In reverse positive pay, the bank sends that file to the company, where 

the company compares the information to its internal records. The company lets the bank 

know which checks match its internal information, and the bank pays those items. 

Positive Pay: This is the service where the corporate electronically shares its check register 

of all written checks with the bank. The bank therefore will only pay checks listed in that 

register, with exactly the same specifications as listed in the register (amount, payee, serial 

number, etc.). This system dramatically reduces check fraud. 

Controlled Disbursement: The bank gives a daily report in the First hour of the day, which 

provides the disbursement amount that will be payable to the customer. This early knowledge 

of daily funds requirement allows the customer to invest any surplus in intraday investment 

opportunities, typically money market investments. 

Zero Balance Accounting: Corporate having a huge amount of stores or locations can very 

often be confused if all those stores are depositing into a single bank account. Traditionally, it 

would be impossible to know which deposits were from which stores without seeking to view 

images of those deposits. To help correct this problem, banks developed a system where each 

store is given their own bank account, but all the money deposited into the individual store 

accounts are automatically moved or swept into the company's main bank account. 

Purpose of Cash Management 

Cash management is the stewardship or proper use of an entity’s cash resources. It serves as 

the means to keep an organization functioning by making the best use of cash or liquid 

resources of the organization. 

To eliminate idle cash balancesEvery dollar held as cash rather than used to augment 

revenues or decrease expenditures represents a lost opportunity. Funds that are not needed to 

cover expected transactions can be used to buy back outstanding debt (and cease a flow of 

funds out of the Treasury for interest payments) or can be invested to generate a flow of 

funds into the Treasury’s account. Minimizing idle cash balances requires accurate 

information about expected receipts and likely disbursements. 

To deposit collections timelyHaving funds in-hand is better than having accounts receivable. 

The cash is easier to convert immediately into value or goods. A receivable, an item to be 

converted in the future, often is subject to a transaction delay or a depreciation of value. Once 

funds are due to the Government, they should be converted to cash-in-hand immediately and 

deposited in the Treasury's account as soon as possible. 

To properly time disbursementsSome payments must be made on a specified or legal date, 

such as Social Security payments. For such payments, there is no cash management decision. 

For other payments, such as vendor payments, discretion in timing is possible. Government 
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vendors face the same cash management needs as the Government. They want to accelerate 

collections. One way vendors can do this is to offer discount terms for timely payment for 

goods sold. 

Banks can offer the following cash Banking Services to the Bank customer: 

(a) Business/ Government offices/ etc. i. collect the cash, ii. Collect the instruments, iii. 

Performing cash delivery for the cheque received, iv. Performing delivery of demand drafts 

(b)Individual Customers/Natural persons: i. collects the cash, ii. Collect the instrument, iii. 

Performing delivery demand draft 

Modes of Delivery: i. by own employees, ii. By agents 

Bank can offer Cash Management Services to the Customers and offer door step banking to 

deliver these services they are having two modes. By own employees mean banks can recruit 

more employees specially for providing these services as per the rules and Regulations of 

RBI. By Agents means bank can outsource these services to some cash management service 

provider.  

Delivery process: i. Cash received from customers must be signed by giving a receipt on 

behalf of the bank, ii. Cash received from the customer must be credited to the account of 

customers on that day only or next working day, based on thetime of collection, iii. The 

customers must be known about the date of credit by giving a proper advice, iv. Delivery of 

demand drafts must be done by debit to the customer’s account on the basis of instruments 

received at the customers doorstep, v. delivery of cash may be provided to the corporate 

clients/PSUs/Central and State Government departments for the receipt of cheque at the 

branch and not by telephonic call. 

Cash management has the following purposes: aggregate control of spending, efficient 

implementation of the budget, minimization of the cost of government borrowing, and 

maximization of the opportunity cost of resources (the last two purposes yielding interest). 

Centralization of cash balances is required. This centralization should be made through a 

Treasury Single Account. This is an account or a set of linked accounts through which all 

government payment transactions are made. It should have at least the following features: (i) 

daily centralization of the cash balance (when possible); (ii) accounts open under the 

responsibility of the Treasury; and (iii) transactions recorded into these accounts along the 

same set of classifications. 

Cash planning is essential. It includes: (i) the preparation of an annual budget implementation 

plan, which should be rolled over quarterly; (ii) within this annual budget implementation 

plan, the preparation of monthly cash and borrowing plan; and (iii) weekly review of the 

implementation of the monthly cash plan. To prepare the monthly cash plan it is necessary to 

monitor commitments, in order to avoid arrears generation or delays in payment. 

61

ISSN NO: 0975-6876

http://cikitusi.com/

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 1, Issue 2, July - December, 2014



Guarantees, insurance schemes and other contingent government liabilities should be 

evaluated for risk and political cost, and reserves appropriately set to prevent cash 

management from being disrupted by unanticipated claims on government. 

Directions in reforms 

In most countries priority actions should concern the following areas: 

1. Centralization of cash balances should be ensured (together with a centralization of 

the monitoring of transactions). In countries, where the payments system has broken 

down, a centralized Treasury system may have to be implemented from scratch. In 

other countries, banking arrangements and procedures for transferring funds will have 

to be reviewed to ensure better control of cash and avoidance of idle balances. The 

following should be taken into account: (i) constraints due to the localization of local 

agencies and the infrastructure of the country; and (ii) modern technologies. 

2. Sound cash planning should be abolished, together with other measures such as 

improving revenue forecast and instituting commitment accounting. 

3. Debt management should be reinforced. 

4. Once cash flows are centralized, incentives for managing and forecasting cash flows 

more efficiently could be considered, but in practice this concerns only a limited 

number of developing countries. 

Limitations of Cash Management Service 

Cash Management Services are reliable for the big corporate whose volume of transactions 

are huge on daily basis. It is not reliable for the small scale business whose volume of 

transactions is less on daily basis. 

CONCLUSION: 

With the changing era bank had taken a very reliable step to offer Cash Management Services 

to the Customers which helps to reduce the risk, the time taken in this technology era. This 

will definitely help to improve the economy condition of our country. 

REFERENCES: 

1. Surendra S. Singhri& John A. Kaupisch: Review of Management, Economic & 

Political Weekly, "Cash Management in a Developing Economy.” Vol 5, No.35, 

(August 29, 1970), P.95 

2. NirajVedwa, Cash Management and Payment Developments in India: Bank Offerings 

and New Corporate Best Practices, http://cab.org.in/CAB/Calling/Content/RISK-

Management in Agriculture Cash Management and Payments in India.pdf,12/1/2014 

3. Association Rule - Extracting Knowledge Using Market Basket Analysis Raorane 

A.A., Kulkarni R.V. and Jitkar B.D., Res.J.Recent Sci., 1(2), 19-27 (2012) 

A. E. Reed Financial Executive, 'Corporate Cash Management", London, 

October, 1963, P.103 

62

ISSN NO: 0975-6876

http://cikitusi.com/

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 1, Issue 2, July - December, 2014



4. K. Brandt, Louis Analysis for financial Management, (New Jersey, Prentice Hall, Inc., 

Englewood Cliffs, 1971), P.225 

5. Relationship among Organizational Commitment, Trust and Job Satisfaction: An 

Empirical Study in Banking Industry M Sheik Mohamed, M Mohiadeen Abdul Kader 

and H. Anisa, Res. J. Management Sci., 1(2), 1-7 (2012) 

6. Systems Approach to Determine the Significance of the Critical Success Factors of a 

Knowledge Management System Mathew A.O., Nair G.K. and Rodrigues L.L.R , 

Res. J. Management Sci., 1(1), 28-36 (2012) 

7. Effect of Organized retail on Unorganized retail in Indian retail market Gupta 

Himanshu, DubeyNeetu and PataniPawan, Res. J. Management Sci., 1(1), 7-13 (2012) 

8. TamalBandyopadhay, How to spread banking services in rural India, 

http://iba.org/doc ,6/2/2014 

9. Barney, Rickey W., the Management of Organisations, Houghthon Mifflin Company, 

USA 

 

63

ISSN NO: 0975-6876

http://cikitusi.com/

CIKITUSI JOURNAL FOR MULTIDISCIPLINARY RESEARCH

Volume 1, Issue 2, July - December, 2014


