
Financial Management

Strategies When Cash is Tight

A SCORE client asked me recently one of the toughest questions that I have gotten 
because it pulled at my heart strings and I had to try to give them some practical, 
doable suggestions.  I had met this business CEO in a SCORE Roundtable setting 
and this person stopped me after the session and said “ I really need to talk to you but 
I cannot bring this issue up at the group, my business has run into hard times and I 
don’t have enough cash to pay my bills.  Which bills do I pay first?”  WOW! This 
was a business that had operated seemingly quite successful for over three years.  

What can I tell this person?  I felt so badly for this CEO. What should I tell this 
person?  Obviously, every business should have a goal to pay its bills on time 
because by doing so, you encourage a sense of credit worthiness and trust that may 
enable you to survive periods of cash flow shortages. If you cannot pay on time, you 
should always keep the creditor, contractor, or vendor fully informed and explain 
when you plan to pay, and if necessary, the reasons for the problem. However, if the 
business is headed into a deeper or more long-term financial hole, then you'll need to 
negotiate longer payment terms. And, you'll need to maintain and meet those 
extended payment terms if you want to retain trust.  

But, now what should this CEO do?  As I said, this was a tough question.  Here are 
some strategies that I came up with for this frustrated, scared business person.

ü Pay the government first.  Pay your tax withholdings, sales taxes, FICA payments, 
etc.  The government can shut you down in a flash and depending on how you have 
structured your business, they can go into your personal bank account and assets.

ü Consider Short-Term Credit Card Financing. When you are pinned to the wall by 
accounts payable, credit cards may provide some necessary financing to bridge a short 
term need.

ü Pay to keep the doors open. After you pay the government, you should pay the bills 
that keep your business going-for example, if there is inventory you need, you're going 
to pay that vendor. 

ü Pay some of your smaller bills.  Try to keep the pool of debtors as small as possible. 
So if possible, pay some of the smaller accounts. 



ü Don't rob Peter to pay Paul.  If possible, avoid using money intended for one 
purpose to pay for something else. For example, avoid using money destined for taxes, 
to pay suppliers.  When deciding who to pay, you don't want to accrue more debt or 
liability. 

ü The squeaky wheel doesn't always get the grease. It's not necessarily a wise idea to 
move people to the top of your payment list just because they complain the most. You 
always need to be practical when assessing payments. 

ü Don't avoid vendors.  Don't hide. Always talk to your vendors. Take their calls 
and provide them with consistent facts. 
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