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Small Business Covid Survival Plan

Follow these 5 simple steps to help navigate your business through the 
Covid-19 pandemic.

This plan has been put together by the SMART Business Hub and is designed 
to help small businesses not only survive Covid, but emerge a more agile and 
resilient business. 

It is interactive and there are various elements that can be completed as you 
go to begin your survival plan right now.

FIVE  
SIMPLE
STEPS

1. Costs 2. Cash Flow 3. Finance

4. Pricing 5. Back to Basics
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COSTS

Your business can fundamentally be broken down into one simple equation: 

This may sound simplistic, but this is important. If gross profit drops below overheads then the 
business will become loss making. At this point, it will begin to burn through cash in line with the 
losses, and the only way to stop this from happening is to reduce overheads as quickly as possible. 

To underline the point, we have shown this visually below. You can see in graph A that the business 
quickly becomes loss making if it is unable to adjust its overheads. In graph B, you can see that it is 
possible to avoid this if action is taken. 

Income – Direct Costs = Gross Profit Gross Profit – Overheads = Net Profit/loss

SMART TIP: 

Risk is always reduced when committed fixed costs are kept to a minimum. This makes the 
business much more able to deal with fluctuations in turnover. A good way to do this is 
to outsource non-core tasks with flexible contracts. This way your overheads can flex as 
required and your profitability and overall viability are much more resilient, reducing the 
inherent risk.

A BOverheads vs Gross Profit As before with flexible overheads
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If your income has reduced, or you think it could, you can use the below table to make a plan to 
reduce your overheads. Your biggest costs can make the most difference, so start there, although 
there will likely be some costs that just aren’t necessary. Checking your Direct Debits is a good 
place to start. Answer this simple question for any cost – does it add value for your customers?

Overhead Cost
How much can be 
reduced?

How?
Complete 
(tick)

Total saving



SMART Business Hub

05

Small Business Covid Survival Plan

BACK TO 
CONTENTS

CASH FLOW

Cash really is king. And even profitable businesses can fail if they run out 
of cash. Start by getting the basics right:

•   Make sure invoices go out promptly and that statements and reminders 
follow if necessary. 

•   Speak to your debtors about when payment is expected. By doing this 
they will understand that it is important that invoices are paid promptly 
and you can start to build a picture of your cash flow. 

•   Keep your accounts up to date so that you have an accurate view of your 
creditors.

•   Talk to your creditors if it becomes clear that payments may be delayed. 
They will be planning their own cash flows and the earlier this can be 
highlighted, the more agreeable they are likely to be of this.

•   Can you move on any old stock/unused assets and turn them into cash?

•   Did you buy anything recently that you could return for a refund?

•   Finally, and importantly, create a cash flow forecast. 

SMART TIP: 

Deferred payments still need paying! Don’t forget about them and make sure you are in a  
position to pay when due. Make sure to update your forecast with the new payment date. 

At the back of this plan is a voucher to attend our AAT Accredited “Managing Cash –  
Keeping Your Business Healthy” course at a heavily discounted rate, at our training facilities  
in Great Barton. Book early as spaces are limited to ensure social distancing can be adhered to. 

It is possible that your accounting software will have a basic cash flow function, or SMART can  
supply and set up one of the more comprehensive software packages such as Float, at a much  
reduced cost. Having this information can really help reduce the anxiety and make the future 
feel  much more certain. You can also identify when you are likely to run out of cash and with this  
knowledge you can then start making decisions about deferring payments etc to make sure that  
your cash balance remains positive.
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FINANCE

There are two reasons why it might be a good idea to raise capital.  

•   You have identified a cash shortfall and you need to take action to top up your working capital.

•   You see an opportunity to invest in your business, maybe in new equipment or software that  
could open new revenue streams or improve your current offering. 

The bounce back loan (BBL) is a fantastic opportunity for both of these items for several reasons:

•   There are no repayments, interest or fees for the first 12 months (Great for cash flow). 

•   Interest rates are 2.5% whoever you borrow from and this is exceptionally low. If invested  
wisely, this is a great opportunity to come out of this stronger than you went in. 

•   You can make payments over 10 years (recently extended from 6) 

•   The loans are unsecured so it carries much less risk than a normal loan. (The government  
guarantees it for you). 

•   There are no credit applications and no need to prove the viability of your business. Although  
we absolutely would say that if your business is not viable then you should not take out a loan.  
SMART can help you with that if you aren’t certain.  

•   These can be used to pay off existing finance, which makes it a no-brainer if you have more  
expensive, guaranteed loans that you could pay off with a BBL (If you decide that this is the best  
use of the loan). 

SMART TIP: 

The key is to formulate a plan and stick to it. If you are going to invest the money in your 
business, map out the expected return on investment and be sure to properly appraise the 
feasibility and risk factors. SMART have the expertise to help you with this.

Our plan is for small businesses, and most would be best served with a BBL, but CBILS is an option  
for larger businesses with loans of over £50,000. We won’t explore these in detail here, but if you  
need more cash, then these make that more accessible but with varying interest rates, shorter  
repayment periods, credit checks and potentially with personal guarantees (over £250k). You  
cannot have both a BBL and a CBILS at the same time.
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PRICING

Pricing is the single biggest thing that small businesses get wrong. 

There is a misconception that you have to be the cheapest to sell whatever it is that you do, but the 
reality is that people are value sensitive, not price sensitive. 

What tends to happen is that people use what they perceive to be the “going rate”, or just under 
it to “be competitive”. The truth is, being competitive means providing a unique proposition that 
your competitors can’t match in a way that adds value to the customer. If we all go around trying to 
compete on price, nobody will stay in business and the service that you can provide at the cheapest 
prices will get worse and worse, and you won’t have any customers no matter how cheap you are.

It is important to start with your own costs split in to direct – those 
relate to a specific sale (the cost of the item that you have sold 
or the cost of the labour to provide a service) and indirect – Your 
overheads that don’t really change no matter how much you sell.

You can use the overleaf tables to calculate your Direct Costs,  
Gross Profit and break-even quantity.

SMART TIPS: 

•   The lower your overheads, the less you need to sell to break even and the less chance that 
you can make a loss.

•   10% margin and 20% margin for example will have a relatively small difference to the 
price the customer pays, but will mean that you make double the amount of money. 
Understanding this is key to having that epiphany moment with your pricing.

•   Be sure to include all direct costs related to a sale – Materials, postage, Labour etc.

•   The cost of labour is always underestimated. When sending a man to a job, the cost is 
never their hourly rate – Think about the many costs of employing them over a year 
and divide that by the approximate working hours over that time. Salary, Employers NI, 
Training, Uniform, Holiday, Equipment, Bonus’, Pension, Subsistence and more.

•   If you have been working really hard and have been really busy but don’t really feel like you 
have the rewards for your efforts – pricing is almost certainly where you have gone wrong.
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Calculate your Direct costs of one sale unit as appropriate to your business: £

Materials

Labour

Carriage

Misc

Total (= direct costs)

Now look at your current selling price and see what your current margin is.

£

Sales Price (a)

Direct Costs (b)

Gross Profit (a-b)

Your current mark-up % (GP/DC*100)
%

We can now use this to calculate how many units you would need to sell before you started 
making any profit (breakeven).

£

Overheads
£

Gross Profit
£

Sales needed to break even (Overheads/GP)
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Mark-up 10% 20% 30% 40% 50%

Proposed sales price  
(Cost+relevant %)

£110 £120 £130 £140 £150

Direct cost (As calculated)
£100 £100 £100 £100 £100

Gross Profit (Price-Cost)
£10 £20 £30 £40 £50

Overheads £1,000 £1,000 £1,000 £1,000 £1,000

Sales needed to break even 100 50 33 25 20

We have provided a worked example below to show that increasing your margin can hugely impact 
your businesses performance. Remember that at double the margin, only half of the amount of 
business needs to be done to break even. However, is the customer really sensitive to paying £120 as 
opposed to £110? Think of how much of a better service you could provide if you only had to do half 
of the amount of work?

SMART TIPS: 

Understanding these equations is fundamental to running a business. If you struggle then we 
can help. 

Most businesses have seen an increase in costs during Covid, but there is a reluctance to 
increase prices for reasons already mentioned. These tough decisions need to be made and 
if you are offering a valuable service to your clients, then they will understand. Hopefully the 
worked example above will show that if you have let your margins slip then a small increase 
in sales price can make a huge overall difference to your businesses viability, but a negligible 
difference to your customers.

Keeping your customers in the loop can really help with this so make sure that you are 
communicating to them regularly.
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BACK TO BASICS

This is an opportunity for all businesses to re- evaluate and reassess. There is 
a  saying that we  really love at the SMART Business Hub: “You cannot tell 
who isn’t wearing any pants until   the tide goes out”. What this is saying is 
that when you are making money  and the world seems good, it’s easy to 
feel like everything is great. But it’s not until something happens that you 
can see those businesses that haven’t  kept their overheads flexible, haven’t 
had cash reserves and haven’t cut out  any waste or inefficiency. Now is the 
time to put your pants on!

Tighten up all of the things mentioned in this guide which are the basic 
fundamentals of business. Reassess your business model and processes. 
Can you pivot to better meet the demands of the new business environment 
that we find ourselves in? Can you use your advantage of being able to make 
those changes more quickly than the titanic businesses which are 
slow to avoid the business icebergs? Use this time wisely.

Open your mind to change, and embrace it because  
it is coming regardless.

SMART TIPS: 

If you don’t have a written business plan,  
now is the time. We can provide you with a 
free simple template which is worth its weight 
in gold. This is a great way to use this time 
positively.

“YOU CANNOT  
TELL WHO ISN’T 

WEARING ANY  
PANTS UNTIL THE  
TIDE GOES OUT”



  www.thesmartbusinesshub.co.uk

  info@smartbookkeeping-bse.co.uk

  01284 761181

11 Manor Park, Church Rd, Bury St Edmunds  

Bury St Edmunds IP31 2QR

MANAGING CASH – KEEPING YOUR BUSINESS HEALTHY  
COURSE (One day)

Location: Smart Business Hub, IP31 2QR 
Code: “SUCCESS”

Scan to book your space.  
Book quick as spaces are limited.

80% off - NOW £36 Terms & Conditions apply.

https://www.facebook.com/smartbookkeepingservices
https://www.google.co.uk/search?hl=en&_ga=2.112487172.1028160971.1605565398-2051171451.1605565398&q=SMART+Bookkeeping+and+Accounts+Ltd&ludocid=16862745951965041560&lsig=AB86z5XupE3e2hDK2qFvPJYB4Za1
https://www.instagram.com/smartbookkeeping_/
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