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…by any commonsense definition, we are in a recession.

Warren Buffett March 2008

This is the financial equivalent of hurricane Katrina.
Lawrence Summers, former Secretary of the US Treasury, about the significance of what was happening on Wall Street, in an interview on CNN 3/31/08

We face a combination of economic factors which have consumer confidence at an all time low:  mortgage foreclosures, skyrocketing gas prices, failing corn and milk futures, food riots in other countries, consumer crunch here, stagnant wages, a shrinking middle class, large-scale weather-related natural disasters, an unpopular war seen by our citizens as spending our inheritance for generations to come and, oddly, not the buoy wartime spending usually contributes.  
Economic fear mongering spews from mainstream press. Many of us don’t know much  beyond the headlines which scream about the difficulties we face and, frankly, as Ol’ Winston said, fear itself makes everything worse. 
We wrote and spoke about how a nonprofit can best prepare for an economic downturn in the early 1990s and again at the turn of the century – everything old is new again.  The fundamentals don’t change, but a timely review and recommitment to your mission and values is certainly in order.  You can be heartened in the fact that your organization is very likely to survive the downturn and, with careful husbandry and good leadership, even thrive.  Below are the primary things to keep in mind during an economic downturn.
1. Keep investing.  Continue to explore and invest in new products and service development. Look for innovation.  Build your brand. When the weather changes continued strength in these areas will allow you to reemerge with strength. This paradoxical choice is frequently sacrificed by nonprofits to their long-term detriment.  Disciplined leadership is key to continued investment in the future during a downturn. You must maintain and even gain in new product and service development – and in quality -- in order to retain your best staff, your member commitment, your board support, and your financial base. 
2. Invest in your people. Now is the time to continue to support your A team, even if margins are thin. You want to reward loyalty, creativity, and excellent performance where ever you find it and in every way you can – with time, challenge, opportunity, public recognition, and money.  You might even hire new great people from organizations that are downsizing.  Can you imagine what it would take to become the employer of choice in your community?  Do that.
A useful benefit during a crunch is to provide financial planning to help staff, particularly to inform them of economic cycles.  Knowledge will keep staff fear at a lower level and you need their continued positive response to visitors and audience.  Invite the board to these sessions.  Board appearance will telegraph the idea that you are all in the same boat, rowing together.  

How to save money at work and at home should become a regular part of your staff meetings. Many people buy unnecessary insurance.  For example – there isn’t any need to buy life insurance for your children and most extended warranties aren’t helpful either. 
  Launch a team that will explore ways to save.  Celebrate their successes.

Of course, in the worst recession, you will face a lay off.  Preferably, “C” and “B” players will go first.  We recommend that you cut once, rather a bit at a time and than leaving people with a feeling that things are going to get worse.  Cut deep enough so you’ll have funds to redeploy, perhaps to better care for those people you keep, perhaps for a new project that with buoy everyone.

If salary cuts are required, everyone will know that senior managers are taking cuts along with everyone else. 
If you want to maintain loyalty, and if you get to a point where you are laying off “A” players, you could hand people a personal letter of recommendation, as you lay them off. 
3. Communicate frequently, intensively, and honestly.  Employees in particular appreciate candor in difficult times.  Seek their input on how to address the issues the institution faces. Take their suggestions seriously.  Make sure they know you are listening, what has been done with their ideas, what decisions have been made, what will be done.

4. Bring together your key thinkers – two or twenty-two, what ever it takes. Start making plans on how to react over the next 24 months if revenue drops, if new business declines, if current members drop at alarming rates, if grants evaporate, if the annual fund tanks, if pledges can’t be collected, if your big donor calls and says she can’t give at the expected levels.  Research shows that when a group considers its options and reactions to high-stress situations, they are much more likely to survive it successfully.
5. Manage your cash and receivables.  In good times we typically look to our P&L statements; in bad, cash and receivables become the more important key indicators. Cast your gaze to the cash and receivables.

6. In the worst of times, some of us have a tendency to deny reality.  We know things are not right.  We know things are not going the way we want them to, but we just can’t bring ourselves to look carefully.  We avoid the situation. We fear the dark corners, even though we’ve been around long enough to understand that shining a light in those corners inevitably, eventually, makes things better. Get a big flashlight.  
7. Seriously consider how to accept the customer’s pain. If your visitors are experiencing financial distress, is there a way you can accommodate them at a reduced fee?  Is there a recession program you can offer?  Even if the reduction is small, the intention could have a large beneficial impact.  Could a free day or free event be built in?  Could you maintain membership without raising fees? If you do that, publicize it.  
8. Make a big deal, publicly, about every success.  A few years ago, a gift of $100,000 or $50,000 might warrant press attention.  Today, $5,000 or $10,000 might get the same celebration.  Making your numbers was perhaps once routine.  In a downturn, it is a victory that deserves a celebration. Celebrate the small victories because they mean more now.
9. Prune selectively.  Do not use across the board budget cuts to balance your budget. What do you do that is of low benefit and high cost?  Which programs are low mission, low margin?  Cut them and redeploy the money saved elsewhere.

10. Do not expect the board to bail out the institution.  It’s nice if you have a board with deep pockets, but the economy is bad for them, too. Even if you think they are well off, they experience the same fear that everyone else does and giving more to your nonprofit may not be in their giving capacity.  Their circle of peers often feel the same pinch.  The professional leadership must take responsibility for the financial recovery of the institution and work jointly with the board to resolution.
11. Work from your right brain as well as your left.  Remember that your mission is  right and important, and of enormous value to your community, in an economic downturn more than ever.  Don’t ever give any other message to anyone.  The leader cannot be seen to waiver.  
12. The final step in this particular twelve step program is to produce, produce, produce.  Does it need to be said?  Keep working. Don’t let up.  Do your job.
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