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Insights created to navigate the operational challenges which COVID presents
The unforeseen pandemic will have significant impact
on the financial state of businesses, particularly
those who were already experiencing low or unstable
cash reserves and SMEs who have a lower threshold
to volatility. The prolonged nature of the virus will
inevitably have consequences for businesses of all
sizes, industries and financial conditions.
Businesses that trade with Europe and who rely
on supply chains from the Far East will be severely
impacted at present, coupled with businesses in the
hospitality, travel or entertainment industry.
The Government and Central Banks across the UAE
and Saudi Arabia have responded to such challenges
through offering financial stimulus, reducing and
deferring fees and more importantly, setting out how
the banking system can respond and help businesses
get through this difficult period.
Whilst, such intervention by the public sector will
provide much needed relief, it is important for
businesses to take action now, by reassessing their
cash flow requirements with a view to developing a
constructive plan for the next few quarters. Further
measures can also be taken, such as:
Create a forward-looking rolling cash flow:
Review your current cash position and the flow
which you expect over the coming months. It’s also
important to be realistic about inflows, recognising
that there may be delays from certain customers.
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Speak to your suppliers:
Having a robust supply chain is critical, especially
when most businesses have global supply chains.
The supply chains have already been severely
stressed, therefore wherever possible, businesses
need to search for alternative suppliers. If you are
facing a cash crunch, agree extended terms with
your suppliers.
Use your existing stock wisely:
You may be able to utilise and manage your existing
surplus inventory better, selling the excess and
putting off replenishment. This is particularly true if
you have local suppliers, as you have the flexibility to
replenish.
Speak to your customers:
Knowledge is key, therefore it is important to know
which customers are facing difficulties so that you
can plan accordingly. Just as you may be asking for
extended terms from your suppliers, your customers
may ask the same from you. Depending on your cash
position you may be able to support.
Offer discounts for early payment:
If you are facing a cash crunch, then speak to your
customers and ask for early payment in return for
discounts. You may find some customers are open to
this.
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Speak to your bank and financing partners:
The banks and financial institutions will be aware
of the current situation, and as set out above,
some regional central banks have already taken
affirmative action. Ensure that the facilities are intact
and understand about payment holidays and / or
obtaining short-term working capital and overdraft
facility.
Focus on variable costs:
Look at your variables, in particular, your nonessential costs, with hiring freezes being considered.
Understand the flexibility of workforce:
If you use contract staff, then these can be reduced
and usually done so easily. Several businesses are
also asking staff to use their annual leave now and
also looking at unpaid leave to weather this period
and put off redundancies. However, you may need to
make the hard decision to lay off some staff, but this
will usually be a last resort.
Relook at capital expenditure plans:
Take a closer look at the planned capital investment
and decide if it is essential or whether it can be
delayed until later in the year.
Consider external funding:
Seek funding from other sources, such as selling
some of your equity. Whilst this may be far from ideal
if not planned, it may be a good way to strengthen
your balance sheet and potentially bring in strategic
partners.

There are several areas that a business can
look at to address a potential cash crunch.
But the critical message is that you need to
take affirmative action and it is best to do
so quickly. This should put you in a strong
position to weather the turbulent times which
we are experiencing, whilst reinforcing your
position to prepare for growth when the crisis
is managed.
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The global pandemic has already had
unprecedented affect, with uncertainty ahead
for businesses and the citizens of the world.
It is a stark shock which has left many leaders
reflecting on their role and responsibilities
to the society in which they live and work in,
along with their responsibilities to its people
and clients.

To continue supporting COOs and leaders to
shape their thinking further, we will be sharing
further insights in this series which focus on:
Managing Business Continuity
Managing governance during a crisis
Emotional Intelligence Leadership
The evolving working model
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