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I  It’s a hackneyed cliché but 
one that rings true; life 
isn’t about waiting for the 

storm to pass, it’s about learning how 
to dance in the rain. 

For businesses, the storm has never 
been worse than it has in these last 
few months.

 In the UK, GDP fell by a record 20.4 
per cent in April, ushering in fears that 
it - and the world - would be plunged 
into a depression to rival that of the 
1930s and all that entailed. 

Figures from the UK’s Office for 
National Statistics (ONS) suggest that 
almost half of all businesses do not 
have enough cash reserves to last 
more than six months. Operations 
have been mothballed, staff  
furloughed, and payment holidays 
have been requested in a bid to reduce 
monthly costs.

The Enterprise Research Centre 
(ERC) found that 21,000 more UK  
businesses collapsed in March 2020 
than in March 2019. 

The retail, hospitality, and travel 
industries, in particular, have been 
badly hit, with Virgin Atlantic seeking 
an urgent rescue package worth up 
to £900 million and retailers such as 
Accessorize and Monsoon – among 
others - entering administration.

Nearly one third of businesses have 
implemented cost cutting measures 
due to the pressures of COVID-19, 
according to Chris Locke, CEO UK and 
Europe of innovation for Rainmaking, 
citing his company’s research with 
business leaders. 

This has, perhaps understandably, 
resulted in many innovation projects  
being shuttered or cut, along with a 
host of other things businesses are 

doing to protect themselves. 
“It may feel easy to become para-

lysed by the scale of change and the 
breadth of risk, but for the complacent 
companies, this poses a threat to their 
long-term survival,” Locke says. 

“Every CEO must now make a  
choice to get ahead of the game  
and take some risks to thrive post the 
crisis - particularly as the lockdown 
loosens and businesses re-open, now 
is the time to identify and respond to 
new opportunities that didn’t exist 
before.”

According to figures released by the 
OECD, the fall in the UK’s GDP is likely 
to surpass those of France, Germany, 
Italy, Spain, and even the US this year. 
On top of COVID-19, businesses also 
have Brexit to contend with, after 
all.

The OECD has warned that the  
“failure to conclude a trade deal 
with the European Union by the end 
of 2020 or put in place alternative 
arrangements would have a strongly 
negative effect on trade and jobs.”

Rene Millman

How to weather any 
recessionary storm
Businesses can get through an economic 
downturn and out the other side...
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History lessons
The last recession, back in 2008, 

was caused by excess debt and bad 
loans. 

While the present crisis is not 
caused by debt, the side effects of 
lockdown are worsened thanks to 
businesses with stretched balance 
sheets, according to Kevin Kimber, 
CEO of London-based fintech firm 
Rimilia. 

“No one recession is the same as 
the previous, and patterns are not 
easy to predict. Each recession and 
crisis bring a unique set of challenges 
– some which provide opportunity, yet 
for others spell disaster,” he says.

It’s important to remember that, 
when an organisation emerges  
from one crisis, it’s easy to fixate 
on what has just happened and put 
measures in place to ensure that it is 
well prepared next time, according to 
Kimber, but he urges caution with this 
approach. 

“The reality is that the next crisis 
is going to be different from the last, 
so building a resilient business model 
capable of weathering storms is more 
valuable than trying to predict the 
future,” he says.

Keeping perspective
Right now, businesses are looking at 

a gloomy picture of the future. Things 
look pretty bleak. 

As such, it is vital that companies 
have plans in place to protect reve-
nues going forward. It is also essential 
to ensure that as many employees 
keep jobs as – let’s face it - they are, 
ultimately, the people that generate 
revenue and value for the organisa-
tions they work for.

Revenue streams should be diverse. 
So much so that, if one thing is tailing 
off, something else can pick up  
the slack, according to Dan Morgan, 
managing partner at accountants 
Haines Watts. 

“Businesses need to be nimble 
and innovative to survive, perhaps 
diversify their offering to pick up new 
revenue streams that are in demand,” 
he says.

Maintaining morale
When it comes to safeguarding 

employees and jobs, Morgan says that 
communication remains key. “Gener-

ally, it’s said that you can’t ever over 
communicate,” he adds. “This includes 
what’s being done within the business 
and how the outlook is”.

Business owners need to review 
their cost base and predicted  
demand, to perhaps restructure if 
needs be, Morgan advises. 

He adds: “This may lead to redun-
dancies, but often this is needed to 
protect the long-term prospects of 
the business to ensure it can come 
through this period and hopefully 
keep the majority of its workforce in 
employment.”

Wolters Kluwer Tax & Accounting is 
conducting twice weekly coffee chat 
sessions for people to check-in with 
them before the work day begins,  
as well as introducing an ‘Up Close 
and Personal’ series to introduce 
colleagues to others around the 
business. 

These are just two examples of 
additional measures implemented in 
a bid to boost morale of employees, 
according to Matt Crook, the firm’s 
managing director. 

“We’re also running weekly quizzes 
and bingo to get people together in 
their downtime, and we’re sharing 
ongoing thought leadership from our 
culture ambassadors,” he says. 

The reality is, though, that it is 
inevitable that difficult conversations 
will need to happen during this period, 
according to Gavin Howarth, manag-
ing director at HR and employment 
law consultancy Howarths. 

“In order to keep jobs, leaders may 
have to continue to use a range of 
HR and employment law measures to 

keep their overall staff base intact, 
including furlough through the Job 
Retention Scheme, changing working 
terms and conditions, ‘traditional’ 
lay off, short time working and even 
redundancies,” Howarth says. 

“All of these can be hard, but if 
leaders are honest, take the time 
to explain properly, and be kind in 
approach, often employees will be 
understanding.”

Troubled waters
It may seem that the best way of 

surviving a recession is to cut costs, 
but that is not always the case.

Indeed, Locke says that during the 
2008 recession, Motorola and Nokia 
decided to aggressively cut costs 
whilst Samsung chose to spend 
heavily on marketing campaigns and 
employ specialists from well-known 
global brands.

“As a result, they launched the first 
Samsung Galaxy smartphone in 2008 
and subsequently saw sales increase 
by 28% in the last quarter,” he says. 

“Nokia and Motorola, on the  
other hand, saw phone sales plummet 
during that same period - 11% and 45% 
respectively. 

"Samsung’s offensive strategy 
helped it to emerge from the reces-
sion as a global leader in the mobile 
phone space, with a 30% share of the 
market today.”

Research by McKinsey shows that 
the winners from the last recession 
were those companies who stepped 
up their investment in innovation early 
during the crisis, even if that seemed 
like a really risky move at the time. 
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“Sony pulled the shutters down to 
combat the 2008 crash, closing sev-
eral factories, cutting 16,000 jobs and 
reducing investment in new assets,” 
Locke adds. 

 “As a result, sales declined and 
margins shrank, with profits falling by 
60% from the year prior. It has since 
lagged behind its competitors such 
as Amazon, Nintendo, Microsoft and 
Samsung, all of whom decided to in-
vest in innovation projects in 2008.”

Recessionary launch?
It may not seem the ideal time to 

start a business when the economy is 
retracting, but plenty of companies 
have done just this – successfully 
so – to serve as a lesson as to how 
to focus on resilience and deal with 
adversity.

Airbnb was started during the last 
recession as there was a need for low-
er-cost accommodation and a means 
of making money for homeowners. 
It has since become a huge business 
worth £31 billion.

“With the many redundancies 
happening, there is a huge amount 
of talent entering the marketplace,” 
Locke adds. 

“We believe that there is a fan-
tastic opportunity for corporates to 
provide an alternative path to these 
former employees - and offer them 
the chance to build their own start-up 
- something Nokia did after the last 
recession.”

Indeed, some of the world’s most 

notable names were created during-
difficult financial times, according to 
Rob Chapman, co-founder of Fire-
brand Training. This includes software 
giant Microsoft, which was launched 
right after an oil crisis and stock mar-
ket crash, and Disney, which came to 
be during the Great Depression.

“Some of the most useful inventions 
we use daily were born out of global 
disasters in an effort to improve so-
ciety – from drones to the microwave 
oven,” Chapman says. 

“As a result of hard times, techno-
logical development accelerated to 
modify tools to meet needs. 

Oddly enough, it’s when problems 
occur that solutions emerge, forcing 
us to keep pushing and inventing.

“Breakthroughs in industries such 
as retail, travel, and supply chain have 
been born as a result of the pandem-
ic. Uncertain times underscore the 
importance of investing in digital busi-
ness and long-term resilience.”

Making the best of it
Recessions are terrible things. 

There is no hiding that fact. However, 
they don’t affect everyone equally. 

In some cases, they can actually 
spur on new ways of thinking, creative 
ideas and a bigger appetite for trying 
something different than existed 
previously.

Rachel Houghton was promoted 
to managing director at BMG back in 
2008. That promotion occurred just 
two weeks before Lehman Brothers 

collapsed and the subsequent finan-
cial crash. As such, it was, according 
to Houghton, a very strange time. 

“Initially we saw a real surge in work, 
albeit a different kind of work. Rather 
than expanding their property portfoli-
os or moving into larger premises, 
businesses were consolidating and 
downsizing. This kept us reasonably 
busy to begin with, although not as 
busy as we’d been used to,” Houghton 
says.

“Back in 2008, we curbed the costs 
we could, those that wouldn’t be too 
detrimental to the business. Yet, we 
weren’t going to start cutting our 
prices in the hope of receiving more 
work. 

"No. For us, it was about believing 
in the value we bring customers, and 
that was our catalyst for thinking 
harder about all the ways we could 
continue to provide the best service, 
maintain our relationships and retain 
our best talent.”

Perhaps the key message that busi-
nesses and business leaders should 
take from the last recession - in terms 
of helping them deal with future chal-
lenges -  is the importance of adapting 
to the new reality – whatever that may 
be.  

“As a business operating in a time 
of crisis, you adapt or die," Houghton 
says. 

"You have to communicate better 
than you’ve ever communicated be-
fore. And you have to stay true to who 
you are.”
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