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Managing Cash Flow in a Scaffolding Business: Common 
Challenges and Solutions 

 

Problem You complete the work, raise the invoice, then wait 60 or 90 days to be paid. Meanwhile 
wages, materials and tax bills cannot wait. 

Solution Understanding the root causes of cash flow pressure lets you choose the right finance tool 
for each situation. 

Outcome Smooth, predictable cash flow is achievable in construction with the right combination of 
planning and finance. 

 

Key takeaways 

•​ Cash flow problems are structural in construction: They are not a sign of a failing business; they 
reflect how the industry works 

•​ Front-loaded costs are the core issue: You spend before you get paid 

•​ Retentions and slow payment compound the problem: Five per cent held back for months; main 
contractors paying in 60 to 90 days 

•​ Multiple finance tools address different causes: VAT loans, invoice finance, equipment finance 
and business loans each solve different problems 

•​ Planning beats reacting: Businesses that arrange finance early pay less and have more options 

 



Ask any scaffolding director what keeps them up at night and cash flow is near the top of the list. Not 
because the business is not profitable: often it is. The problem is that profit on paper and cash in the 
bank are two very different things in construction. 

The scaffolding sector has structural cash flow challenges that other industries do not face in the 
same way. Long payment cycles, front-loaded costs, retentions, seasonal slowdowns and the 
relentless rhythm of quarterly tax bills mean that managing cash flow is not just a finance function. It 
is a core part of running the business well. 

This guide breaks down the main causes of cash flow pressure in scaffolding, the situations where 
that pressure becomes most acute, and the finance products designed to address each one. 

 

Why scaffolding businesses face cash flow pressure 

You spend before you get paid 

Most scaffolding projects require significant upfront investment. Materials are purchased, labour is 
paid, and the scaffold is erected before a single invoice is raised. In construction, the gap between 
spending and receiving payment is often measured in weeks or months, and that front-loading is the 
defining cash flow problem of the sector. 

This is not a management failure. It is how the industry is structured. The main contractor's payment 
cycle dictates when subcontractors receive money, regardless of when the work was completed or 
the costs were incurred. 

Main contractors pay slowly 

Quick answer 

Thirty-day terms are standard on paper, but in practice many main contractors pay in 60, 90 or even 120 
days. Every day an invoice sits unpaid is a day cash is effectively lent to the main contractor, interest-free. 

 

For a scaffolding business invoicing £100,000 per month, a 60-day payment cycle means £200,000 is 
permanently outstanding at any given time. That is a significant portion of annual turnover tied up in 
the sales ledger, unavailable for wages, materials, tax or investment. 

Retentions tie up cash for months 

Retention is a standard feature of construction contracts. Typically 5%, sometimes up to 10%, of each 
invoice is withheld until the defects liability period expires, often 6 to 12 months after completion. 

For a company turning over £500,000 per year, a 5% retention position across active contracts can 
represent £25,000 or more in cash that is unavailable at any given time. That money exists on the 
books but cannot be accessed until the defects period ends. Meanwhile, the costs of doing the work 
have already been paid. 

VAT and tax bills land at fixed points 

VAT returns arrive every quarter. Corporation tax falls annually. Neither waits for the main contractor 
to settle an invoice. If a large quarterly VAT bill arrives while payment from a major contract is still 
outstanding, the impact on cash can be severe, even in a profitable business. 



The timing problem is compounded by the fact that VAT and tax payments often fall at the same time 
as payroll, equipment servicing and insurance renewals. When multiple fixed obligations land in the 
same week, the combined pressure can overwhelm a business that is profitable on paper. 

Seasonal fluctuations 

Scaffolding and construction work typically slows in winter. Revenue dips, but fixed costs continue 
unchanged: wages, insurance, vehicle finance, equipment maintenance and loan repayments do not 
adjust for seasonality. A quieter winter following a busy summer can leave a business cash-light at 
exactly the moment it needs reserves to fund the new season's contracts. 

Growth increases pressure 

Winning more work often makes cash flow worse before it gets better. A larger contract means 
buying more materials, hiring more labour and committing more resources before the contract pays 
out. Businesses growing quickly can find themselves cash-constrained despite strong revenue, 
particularly when multiple contracts start at the same time. 

Key insight 

Cash flow problems in scaffolding are not usually a sign of a failing business. They are often a sign of a 
growing one, operating in an industry structurally weighted against the subcontractor. Understanding the 
root causes is the first step to managing them effectively. 

 

The situations where cash flow becomes most critical 

Beyond the chronic pressure of the payment gap, there are specific situations where cash flow 
becomes acute. 

When a key client pays late 

A business that relies significantly on one or two main contractors is particularly exposed. If a 
primary client pays 30 days late, the downstream impact on every other obligation for that period 
can be significant. Wages still need paying. Tax is still due. Materials for the next job still need 
purchasing. 

When multiple obligations land at once 

A quarterly VAT payment, a monthly PAYE run and a large material purchase falling in the same week 
can overwhelm even a well-run business. The problem is not the size of any single obligation. It is the 
timing. 

When a new contract starts 

The first few weeks of a new contract typically require the heaviest outlay. Materials are purchased, a 
crew is deployed, and plant is committed. If the business does not have the reserves to fund this 
initial phase, it may struggle to start work even on a profitable contract. 

Finance solutions for each cash flow challenge 

Option How it works Best for Watch out for 

VAT loans Covers quarterly HMRC VAT bill; 
repaid monthly over 3 to 12 
months 

Quarterly tax spike Interest cost on the 
loan 



Corp tax loans Covers annual corporation tax bill; 
repaid monthly 

Annual tax lump sum Interest cost on the 
loan 

Invoice finance Advances 70 to 90% of unpaid 
invoice value within 48 hours 

Slow-paying main 
contractors 

Service fee plus daily 
discount charge 

Equipment finance Spreads cost of assets over 12 to 
60 months 

Large equipment 
purchase 

Interest; asset may 
serve as security 

Business loan Unsecured lump sum; repaid 
monthly over 6 to 60 months 

General working 
capital gap 

Interest; requires 
consistent trading 
history 

 

VAT loans: smoothing quarterly tax peaks 

A VAT loan covers your quarterly HMRC VAT bill and allows you to repay in fixed monthly instalments 
over 3 to 12 months. Rather than a large cash spike that disrupts the business, the tax bill becomes a 
predictable monthly line in your cash flow. You pay HMRC on time, avoid penalties, and keep working 
capital available for the things that generate revenue. 

Corporation tax loans: protecting capital at year-end 

A corporation tax loan spreads your annual HMRC bill into monthly instalments over 3 to 12 months. 
Rather than depleting cash reserves once a year, you distribute the tax cost across the year as a fixed 
monthly repayment, keeping working capital available for the business throughout. 

Invoice finance: unlocking cash tied up in unpaid invoices 

Invoice finance releases 70% to 90% of the value of outstanding invoices within 24 to 48 hours of 
raising them. Rather than waiting 60 or 90 days for a main contractor to pay, you receive cash against 
the invoice almost immediately. This effectively converts your sales ledger from a source of chronic 
cash pressure into a steady flow of working capital. 

Equipment finance: freeing cash from large purchases 

Spreading the cost of scaffolding materials, access equipment or vehicles over 12 to 60 months turns 
a large capital outlay into a manageable monthly expense, preserving cash for the operations and 
obligations that require it day to day. 

Business loans: flexible working capital 

A general business loan provides a cash buffer for situations where the timing of income and 
outgoings is misaligned: covering a payroll run while waiting for a retention to release, funding the 
start of a new contract, or bridging a gap between completions. 

Use the calculators 

All four finance calculators are on The Apprenticeship: Scaffolding Materials, Truck & Van, VAT & 
Corporation Tax, and Business Loan. Estimate repayments before making any decisions.[LINK: 
scaffoldfinance.co.uk/the-apprenticeship - Finance Calculators] 

 

Building a cash flow management habit 



Finance is most effective when it is planned rather than reactive. Businesses that forecast ahead and 
arrange facilities before they are needed pay less and have more options than those who apply in a 
crisis. 

Forecast monthly, not quarterly 

A simple monthly cash flow forecast gives you visibility of potential shortfalls weeks before they 
arrive. Tracking your invoice dates, expected payment dates and major expenses is enough to see 
when a difficult month is approaching. The earlier you see it coming, the more options you have for 
managing it. 

Set aside VAT and tax as you go 

Every time you raise an invoice, the VAT element belongs to HMRC. Transferring that portion to a 
separate account as invoices are raised means the quarterly bill is never a shock. The same principle 
applies to corporation tax: a monthly transfer based on an estimated liability keeps the year-end 
payment manageable. 

Review your payment terms actively 

Construction payment terms are negotiable to a degree. Some main contractors will accept shorter 
payment periods for subcontractors with a strong track record. It is worth reviewing your standard 
payment terms annually and pushing back where the relationship and contract allow. 

Keep your finance options open 

Having a relationship with a finance broker before you need it is valuable. When a cash flow 
challenge arises, you are not starting from scratch. Businesses with an established track record and 
organised documents access finance faster and on better terms than those who approach lenders 
cold during a crisis. 

Download the planner 

The VAT Payment Countdown Planner maps quarterly deadlines and helps you plan ahead.[LINK: 
scaffoldfinance.co.uk/the-apprenticeship - VAT Payment Countdown Planner] 

 

Download the planner 

The Finance Repayment Planner maps potential loan repayments against your monthly income.[LINK: 
scaffoldfinance.co.uk/the-apprenticeship - Finance Repayment Planner] 

 

Read the case study 

How a scaffolding company slashed material hire costs by over £17,000 per month by switching from hire 
to financed ownership.[LINK: scaffoldfinance.co.uk/the-apprenticeship - Case Study: Slashed material hire 
costs by over £17k/month] 

 

 

Frequently asked questions 

(Add FAQ schema markup when publishing) 



 

Why do scaffolding companies have cash flow problems? 

The main causes are structural: materials and labour are paid before jobs are invoiced; main 
contractors take 30 to 90+ days to pay; retention holds back 5 to 10% of each invoice for months; and 
quarterly VAT and annual corporation tax bills arrive at fixed points regardless of when clients pay. 
These factors compound each other, especially during growth or seasonal slowdowns. 

How can I improve cash flow in a construction business? 

The most effective approaches are: forecasting cash flow monthly to spot problems early; using VAT 
and corporation tax loans to smooth tax peaks into monthly payments; using invoice finance to 
unlock cash tied up in unpaid invoices; financing equipment rather than buying outright; setting 
aside VAT and estimated tax as invoices are raised; and reviewing payment terms with main 
contractors regularly. 

What finance helps with construction cash flow? 

The main products are VAT loans for quarterly tax bills, corporation tax loans for annual tax bills, 
invoice finance for unpaid invoices, asset finance for equipment, and business loans for general 
working capital. Each addresses a specific cause of cash flow pressure. 

Is cash flow pressure a sign of a failing business? 

Not in scaffolding and construction. Cash flow problems are extremely common, including among 
profitable, well-managed businesses. The structural mismatch between spending and payment is 
built into how construction projects work. Managing it with appropriate finance is a sign of good 
business management, not a weakness. 

 

Related resources 

•​ VAT Payment Countdown Planner: plan quarterly deadlines 

•​ Finance Repayment Planner: map repayments against income 

•​ VAT & Corporation Tax Loan Calculator 

•​ Business Loan Calculator 

•​ Case study: £37k VAT loan approved in under 2 hours 

 

 

About this guide 
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