International Journal of Economic Literature (INJOLE) e-ISSN: 3026-0221
Vol. 3 No. 5 May 2025, page., 355-367

CASH MANAGEMENT STRATEGY IN INCREASING COMPANY
LIQUIDITY IN TIMES OF ECONOMIC CRISIS

Eka Septariana Puspa*
Universitas Negeri Jakarta, Indonesia
E-mail: eka.septariana@unj.ac.id

Windy Permata Suyono
Universitas Negeri Jakarta, Indonesia
E-mail: windypermata@unj.ac.id

Abstract
This research aims to analyze effective cash management strategies in
increasing company liquidity during economic crises. Economic crises
often cause high uncertainty, decreased market demand, and increased
operational costs which affect company survival. Therefore, proper cash
management is very important to ensure companies can still meet short-
term financial obligations and maintain their operations. Based on
existing literature studies, several cash management strategies that
have proven to be effective include careful cash planning, strict
management of receivables and payables, cutting operational costs, and
efficient inventory management. This research also identifies key
success factors, such as flexibility in cash management, diversification of
financing sources, and the company's ability to adapt quickly to market
changes. However, the company continues to face various challenges,
such as difficulties in accessing external financing, decreasing revenues,
and increasing credit risks which hinder optimal cash management. Thus,
this research concludes that companies that can implement cash
management strategies that are adaptive and responsive to market
dynamics will have a greater chance of surviving and maintaining
liquidity during the economic crisis.
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INTRODUCTION

Cash management is an important aspect of company financial
management. Well-managed cash can ensure smooth company operations,
payment of short-term obligations, and support company growth and
development (Tanusi & Tauk, 2023). In the context of the economic crisis, the
role of cash management becomes increasingly vital because of the
uncertainty that occurs in the market and the decline in purchasing power
which can affect the company's cash flow (Kusumawardhani, 2022).
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Therefore, companies that are unable to manage their cash efficiently are at
risk of facing difficulties in meeting their financial obligations, and even risk
experiencing bankruptcy.

Economic crises are often characterized by recessions, sharp price
fluctuations, and instability of financial markets and markets for goods and
services. In these conditions, companies face big challenges to maintain their
liquidity. The economic crisis reduces company revenues due to decreased
market demand, while at the same time it can increase operational costs due
to rising raw material prices or interest rates (Goso, 2022). Therefore,
companies must be able to carry out careful cash management to ensure that
available funds can meet urgent operational needs, while avoiding
unnecessary expenses.

Companies that do not have mature cash planning will have difficulty
facing the economic crisis. This can affect a company's ability to pay debts,
pay employees, or even to invest in important operational activities. Low
liquidity can cause companies to be forced to look for emergency funding
sources at high costs or experience difficulties in obtaining credit (Gunawan et
al., 2024). This will of course worsen the company's financial position and
prolong the post-crisis recovery period.

One of the most effective ways to maintain liquidity during an
economic crisis is to implement appropriate cash management strategies. This
strategy includes steps to manage cash inflows and outflows optimally, speed
up cash receipts, postpone non-urgent expenditures, and cut non-essential
costs (Wisan, 2023). Apart from that, companies can also consider using
technology to increase efficiency in cash management, such as software-
based cash management systems that allow companies to monitor cash flow
in real-time.

Good cash management in times of crisis should not only focus on
meeting short-term obligations, but also on long-term financial planning. In
the midst of the uncertainty created by the economic crisis, good cash
planning can help companies plan cash reserves to cover longer periods. This
also helps companies minimize liquidity risk, which can make things worse
when economic uncertainty occurs (Adiputra & Nataherwin, 2022).

The main objective of this research is to understand how cash
management strategies can increase a company's liquidity during an economic
crisis. By understanding and implementing the right strategy, companies can
reduce the risk of cash shortages and maintain operational continuity amidst
economic uncertainty (Sari et al., 2023). This research also aims to explore
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best practices in cash management that can be implemented by companies to
face the economic crisis, as well as providing insight for business practitioners
and academics regarding ways that can be done to increase company liquidity
in difficult conditions.

Furthermore, this research will examine how companies can utilize
various techniques and approaches in cash management, such as tighter cash
planning, cutting costs, and using technology to optimize cash management
(Realdi & Siregar, 2022). Thus, it is hoped that the results of this research can
contribute to the development of cash management theory and provide
practical recommendations for companies that want to increase their liquidity
during times of economic crisis.

This research aims to provide a clearer picture of how companies can
survive and develop despite facing major challenges posed by the economic
crisis. Through implementing appropriate cash management strategies,
companies can not only maintain their liquidity but can also adapt to rapidly
changing and dynamic market conditions.

RESEARCH METHOD

The study in this research is qualitative with literature. The literature
study research method is a research approach that involves the analysis and
synthesis of information from various literature sources that are relevant to a
particular research topic. Documents taken from literature research are
journals, books and references related to the discussion you want to research
(Earley, M.A. 2014; Snyder, H. 2019).

RESULT AND DISCUSSION
Analysis of Effective Cash Management Strategies

Effective cash management strategies during times of economic crisis
are very important for companies to ensure operational continuity and
maintain liquidity. One of the main strategies is careful cash planning.
Companies need to prepare realistic and reliable cash flow projections to
precisely monitor short-term and long-term cash needs (Sharma, 2022). With
careful planning, companies can prioritize the most important expenses and
postpone non-urgent expenses, thereby avoiding cash shortages that can
disrupt operational continuity.

Apart from that, strict receivables management is an effective strategy
in increasing liquidity during times of crisis. Companies must ensure that
existing receivables can be collected immediately by speeding up the
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collection process and establishing stricter payment policies (Chernykh et al.,
2022). In crisis conditions, accelerating the collection of receivables will
provide much-needed additional cash to meet short-term obligations and
support company operations. Efficient billing, including more intensive
communication with customers, can significantly improve a company's cash
flow.

The next strategy is to postpone debt payments wisely. Although it is
not recommended to delay debt payments carelessly, in conditions of
economic crisis, companies can negotiate with creditors to extend payment
terms or restructure debts (Alrashedi, 2024). This way, companies can keep
cash available for longer, which will help increase liquidity in the short term.
This must be done carefully to avoid contract violations that could damage the
company's reputation in the eyes of creditors.

Inventory management is also an important part of an effective cash
management strategy in times of crisis. Companies need to review inventory
levels and ensure that they are not holding too much unsold inventory. More
efficient inventory management can reduce storage costs and allow
companies to utilize existing cash for more urgent needs (Triyatno, 2022).
Therefore, companies should consider just-in-time systems or other
approaches to minimize waste in inventory management.

Cutting operational costs is also a crucial step in increasing company
liquidity. In times of crisis, companies must prioritize expenses that are truly
important and reduce costs that are not urgent. Cost cutting can be done
through reducing fixed costs, renegotiating contracts with suppliers, or
reducing spending on marketing and activities that do not directly contribute
to short-term revenue. By reducing operational costs, companies can improve
profit margins and increase available cash (Karas, 2022).

Diversifying financing sources is a strategy that can help companies
maintain their liquidity during a crisis. In the midst of economic uncertainty,
companies must not rely on just one source of financing (Mackenzie &
Njunwamukama, 2024). For example, companies can consider looking for
funding alternatives such as short-term loans, bank credit, or even
crowdfunding, if possible. This diversification provides greater financial
flexibility for companies in dealing with cash flow fluctuations that occur
during the economic crisis.

Overall, implementing these strategies simultaneously can help
companies survive and maintain liquidity in the midst of an economic crisis. A
combination of good cash planning, effective management of receivables and
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payables, and cost reduction can ensure that a company has sufficient
resources to get through difficult times and continue operating stably.

Successful cash management during an economic crisis depends on a
number of key factors that can influence the effectiveness of the strategies
implemented. One of the most important factors is proper and proactive cash
planning. Companies must prepare realistic cash projections and cover the
worst scenarios that may occur during a crisis (Rahmania & Maulana, 2023).
These projections should be updated periodically to reflect changing
economic conditions. With careful planning, companies can anticipate
potential cash shortages and respond quickly if profound changes in cash flow
occur.

The next factor is the ability to manage cash flow with flexibility. In
times of crisis, rapid changes in market demand and operational costs can
affect a company's cash flow. Therefore, companies need to have flexibility in
managing cash to adapt to changing conditions (Yusri et al., 2024). This
includes the ability to accelerate or delay payments, review receivables and
payables policies, and renegotiate contracts to obtain more favorable terms.
Flexibility in cash management allows companies to continue to meet financial
obligations without losing control of cash flow.

Efficient management of receivables and payables is also an important
factor in successful cash management during a crisis. Speeding up the
receivables collection process and reducing the level of bad debts is very
important to ensure cash continues to flow. On the other hand, companies
must also be able to negotiate with creditors to extend the debt repayment
period if necessary (Pinto, 2024). This will give the company more room to use
existing cash for more urgent operations, while maintaining good relations
with creditors. Efficient management of receivables and payables also
prevents companies from getting caught in liquidity difficulties which can be
detrimental.

Efficient inventory management is another factor that determines
success in maintaining liquidity in times of crisis. During an economic crisis,
many companies experience a decrease in product demand, which can lead to
inventory buildup (Calhoun, 2024). Therefore, companies must be able to
adjust inventory levels to more realistic demand projections, so that no funds
are tied up in unsold inventory. Optimizing inventory management not only
reduces carrying costs, but also allows companies to shift funds to areas that
are more critical to business continuity, such as operational costs or urgent
investments.
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In addition, the ability to effectively reduce operational costs plays an
important role in maintaining a company's liquidity during a crisis. Cutting non-
essential costs, such as reducing labor or saving energy, can increase profit
margins and make room for better cash management. However, cost cuts
must be done wisely so as not to disrupt the company's core operations
(Bakhsh, 2024). Therefore, companies that are successful in managing cash
during a crisis are those that can achieve cost efficiency without sacrificing the
quality of the products or services they offer.

The ability to access alternative sources of financing is key to
overcoming the economic crisis. Reliance on a single source of financing, such
as bank loans, can greatly limit a company's flexibility, especially when
financial market conditions worsen (Wang, 2023). Therefore, companies that
have access to multiple financing channels, such as short-term loans, venture
capital financing, or crowdfunding, are better able to overcome cash
shortages that occur during crises. Diversification of financing sources
provides companies with greater cash reserves and ensures operational
continuity amidst economic uncertainty.

Overall, these key factors play an important role in ensuring companies
can survive and maintain liquidity amidst the economic crisis. With good
planning, flexible cash management, and efficient management of
receivables, payables, and inventory, companies can better weather economic
uncertainty and maintain their financial stability.

Evaluation of the Impact of the Economic Crisis on Cash Strategy

Economic crises often have a significant impact on a company's cash
management strategy. One of the biggest impacts is a decrease in market
demand, which directly affects the company's revenue stream. When a crisis
occurs, consumers tend to reduce their spending, which results in a decrease
in sales. This causes a decrease in cash inflow which can disrupt the company's
ability to meet short-term obligations (Hassaan & Mohamed, 2024). Therefore,
previously effective cash management strategies, such as cash planning based
on optimistic sales projections, can be hampered by market uncertainty and
decreased demand.

Apart from that, fluctuations in operational costs are also a big
challenge during the economic crisis. For example, a crisis may lead to
increases in raw material prices, labor costs, or even higher interest rates on
short-term loans. This increases operational costs which in turn worsens the
company's cash management (Pinto, 2024). In these conditions, cash
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management strategies that focus on cost savings and debt management
become increasingly important. However, if costs increase faster than the
company's ability to control expenses, then existing cash management
strategies may not be sufficient to maintain liquidity.

Access to external financing has also become increasingly difficult
amidst the economic crisis. Banks and other financial institutions tend to be
more cautious about lending during times of economic uncertainty, which
limits companies' access to external financial resources. In this situation,
companies that depend on external financing to maintain their liquidity will
face great difficulties (Diene, 2023). Therefore, cash management strategies
that rely on short-term loans or external financing should be re-evaluated, and
companies need to look for ways to increase liquidity through internal
resources, such as cutting costs or more efficient management of receivables.

Additionally, an economic crisis can lead to increased credit risk. During
the crisis, many of the company's customers or business partners also faced
financial difficulties, potentially causing them to fail to meet their payment
obligations. This risks exacerbating liquidity problems for companies that
depend on receivables to maintain their cash flow (Wahab, 2023). Therefore,
an effective cash management strategy should include stricter policies on
receivables, as well as efforts to diversify the customer base or business
partners to become less dependent on high-risk parties.

Debt renegotiation is an important factor in managing cash during a
crisis. When revenues decrease and costs increase, a company may not be
able to meet its debt obligations on schedule. In conditions like this,
renegotiation with creditors to extend payment terms or restructure debt is
very important to ensure the continuity of company operations. If the
company is unable to conduct effective negotiations, the existing cash
management strategy will fail to maintain the company's liquidity and can
trigger solvency problems (Aguilar et al., 2023).

Market uncertainty during a crisis makes long-term strategies difficult
to implement with certainty. Many companies rely on financial projections and
market analysis to plan future expenses and revenues. However, in the midst
of a crisis, these projections become less accurate, and companies may have
to make financial decisions that are more reactive than proactive (Sharma,
2022). Therefore, a flexible and adaptive cash management strategy is needed
to enable companies to respond to rapid market changes and maintain
liquidity even in very dynamic and uncertain conditions.
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Overall, an economic crisis can drastically change the dynamics and
effectiveness of cash management strategies implemented by companies. The
impact of decreasing market demand, cost fluctuations, difficulties in
accessing external financing, and increasing credit risk require companies to
adapt their cash management strategies to more challenging conditions.
Therefore, companies that can adapt quickly to these changes and modify
their cash strategies according to the new circumstances will have a better
chance of surviving and thriving even in times of crisis.

One of the main weaknesses companies face in managing cash during
an economic crisis is a significant decline in revenue. In times of crisis, many
companies face a drastic decline in demand, both from domestic and
international consumers (Jadhav, 2022). This leads to a reduction in revenue
which directly affects the company's cash inflow. When revenues decline,
companies often struggle to maintain sufficient cash to cover operating costs
and short-term liabilities. Without stable earnings, previously effective cash
management strategies become less relevant, and companies must look for
alternative ways to maintain liquidity.

Difficulty in predicting cash flows is also a big challenge. Economic
crises bring high levels of uncertainty, making cash projections much more
difficult to do accurately. Companies that previously could rely on seasonal
trends or stable projections to plan their cash needs now have to deal with
highly volatile conditions. This uncertainty causes difficulties in cash
management because companies may not be able to prepare sufficient funds
to cover urgent expenses, even if they have carried out careful planning.
Companies that cannot adjust cash projections to changing market conditions
risk experiencing severe cash shortages (Hassan, 2023).

The next challenge is the difficulty in managing receivables and
payables. When the financial condition of customers or business partners is
also disrupted due to a crisis, the level of bad debts will increase. Companies
that depend on receivables to fund their operations will face great difficulty in
ensuring a stable cash inflow (Asante, 2024). Additionally, companies that
have short-term debt may also have difficulty meeting their obligations due to
declining revenues and limited access to external financing. Debt
renegotiation or liability restructuring may be a solution, but this also involves
reputational risks and losses in relationships with creditors.

Limited access to external financing is another major challenge faced
by companies during the economic crisis. Many companies, especially small
and medium ones, depend on external financing to meet short-term cash
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needs (Atakul, 2022)k. However, during a crisis, banks and financial institutions
tend to tighten their credit policies, increase interest rates, and limit the
amount of loans provided. This makes companies that need fresh funds to
overcome cash shortages face major obstacles in obtaining loans. Reliance on
limited external financing can exacerbate liquidity problems and make it
difficult for companies to survive.

Challenges in inventory management are also a weakness that
companies often face during economic crises. When market demand declines,
many companies find it difficult to adjust their inventory levels to actual
needs. Too much unsold inventory can tie up a company's cash, while a lack of
inventory can disrupt a company's ability to meet existing customer demand.
Managing inventory efficiently becomes very difficult in crisis conditions,
where commonly used demand projections become less accurate and risk
increasing carrying costs or losses from obsolete inventory (Koilakonda,
2024).

The inability to adapt quickly to changing market conditions is a major
challenge for many companies. Economic crises often change market
conditions drastically in a short period of time, and companies that cannot
adapt quickly will have difficulty managing their cash. The inability to respond
to market changes, such as decreased demand or increased costs, can lead to
poor decisions in cash management, such as delaying debt payments or failing
to meet operational obligations (Alsaadouni, 2024). In an economic crisis,
companies need a more flexible and responsive cash management strategy to
maintain liquidity and survive.

Overall, the challenges and weaknesses faced by companies in
managing cash during the economic crisis are very diverse, ranging from
reduced income, difficulties in predicting cash flows, to limited access to
external financing. All of these challenges require companies to have a more
adaptive, flexible and proactive strategy in responding to changing market
dynamics in order to maintain liquidity and survive in a situation full of
uncertainty.

CONCLUSION

This research shows that effective cash management is very crucial in
increasing company liquidity, especially during times of economic crisis.
Strategies that have proven effective include careful cash planning, tight
management of receivables and payables, and prudent cuts in operational
costs. In addition, flexibility in cash management and the ability to adapt to
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changing market conditions are key factors in maintaining company liquidity
during the crisis. Efficient inventory management and access to alternative
sources of financing are also critical to ensuring operational continuity.

Overall, companies that can identify and implement appropriate cash
management strategies, while considering economic uncertainty, have a
greater chance of maintaining liquidity and surviving an economic crisis.
However, challenges such as decreasing income, difficulties in managing
receivables and payables, and limited access to external financing must be
faced with a more adaptive and responsive approach. With efficient cash
management, companies can increase their financial resilience in facing
difficult times.
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