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		In practice, however, the problems are the same. The cash flow needs and cycles do vary in these diverse business models. Each one may require a degree of renewed understanding in a crisis.  When you are in the middle of a crisis caused by a disruption in your business, it is easy to say after the fact, that you should have planned ahead.  Yes, you should have sufficient reserves to handle most expected declines in business volume. And … yes … you should have arranged the largest possible line-of-credit (LOC) with your financial institution in advanced.




Young student watching lesson online and studying from home. Young woman taking notes while looking at computer screen following professor doing math on video call. Latin girl student studying from home and watching teacher explaining math formula on video chat.
 

You can use a LOC as needed to handle growth in good times and to sustain the business in bad times. But you cannot go back to put those reserves and plans in place now. It is too late after you are plunged into a deep business hole with the corresponding huge drop in revenue.  Once in the wilderness with no clear vision ahead, where there is little if any cash in-flow, the first step is to stop all cash outflows. No payments should be made until you can prioritize exactly what should be paid and when. Concurrent with the stopping of all payments, you should be communicating with the key players in your operation. Here are some ideas and an approach that, once adopted, can make a measurable difference:

 

Take care of your employees first.  Set aside the cash needed to pay the currently due payroll and associated taxes. Then project the level of staffing needed in the very short-term. Develop your initial survive and thrive plans. Once those rough amounts are known, reserve the existing cash for specific purposes for at least thirty days.
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