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WHEN ECONOMISTS AND HISTORIANS look 
back on the Great Recession, they will de-
bate its causes and whether more stimulus 
should have been applied by the govern-
ment to kick-start the recovery But there 
should be no debate about what business 
learned—or should have learned—as a re-
sult of going through what for some was a 
near-death experience. 

Each time I meet CEOs, I ask them how 
their companies survived and, in some cas-
es, thrived during the past four years. Here 
are some lessons learned: 

HAVE A STRONG BALANCE SHEET. 

The best businesses (and those that 
thrived during the recession) have strong 

balance sheets. A strong balance sheet has 
liquidity, financial flexibility (the ability to 
borrow when necessary) and a low debt-to-
equity ratio. A strong balance sheet is built 
over time through careful planning and use 
of resources. After all, there are only two 
sources of capital: investment by owners 
(risk takers who eventually want a return) 
and profits. Obtaining the proper balance 
of investment and profits takes time, and 
choices must be made about capital and 
how to use it. 

During the recession, successful busi- 

nesses took a hard look at their investments 
and, in some cases, sold unproductive as-
sets, thereby freeing capital to increase li-
quidity or increase financial flexibility. Oth-
er businesses had to "rebalance" the balance 
sheet. They had invested in long-term assets 
using short-term liabilities and refinanced 
debt to restore liquidity. 

Not all assets and liabilities are measured 
on the balance sheet. The best businesses 
take a holistic view of their balance sheets 
by including all contingencies in the plan-
ning horizon. They work to acknowledge 
and to reduce the contingent liabilities that 
could become real liabilities, such as those 
related to uncertain tax matters, possible 
unfair employment practices or intellectual 

property infringements. Unchecked, these 
problems could leave a company's manage-
ment vulnerable to distraction or costly 
litigation. 

CREATE DEEP BACKUP PLANS. 
As dire economic predictions began 

to appear in 2007 and 2008, many busi-
nesses began to notice and make adjust-
ments to their plans. The best business-
es—those with a close ear and hand on 
their customers and vendors—could sense 
trouble coming and could assess its impact  
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with greater clarity. Those businesses knew 
exactly what they would do if sales dropped. 
They knew where and how deep to cut costs. 
They also knew when to act. 

CONTINUE TO INVEST CAREFULLY 
AND INNOVATIVELY. 

Businesses that successfully weathered the 
recession didn't shrink from making invest-
ments in their future, but they didn't go 
wild, either. At Clark Nuber, for example, 
we continued to invest in training and hir-
ing, but cut discretionary costs. One of the 
benefits of a strong balance sheet is having 
the resources to take advantage of real invest-
ment opportunities. In times of economic 
turmoil, opportunities that otherwise would 
not be present can emerge. Weaker competi-
tors may signal an interest to merge, which 
could open new possibilities. 

MANAGE TO THE BOTTOM LINE. 
No matter what happens, manage the busi-

ness to produce the budgeted bottom line. 
Watch for progress and danger signs early. 
Business leaders must plan for and define the 
criteria that would cause plans to change to 
protect the bottom line. 

Businesses with high levels of fixed costs 
have the most trouble with this form of man-
agement. However, even businesses whose 
fixed costs are composed of investment in 
plant and machinery can manage through 
downturns with some planning. For exam-
ple, a business with declining demand for 
its proprietary products may be able to use 
its machinery and equipment to do contract 
work for alternative customers. 

It has been said that there are only four 
ways to grow a business: get more customers 
(of the type you want), increase the amount 
of business from each customer, increase the 
price for goods/services, and become more 
efficient and reduce costs. 

This is true whether the business is facing 
good or bad times. If the goal is growth—
or just to survive the tough times—business 
leaders can use these levers to accomplish 
those objectives. Stay focused on these prin-
ciples and your business can also weather 
the next economic storm.  ED 

RONALD G. RAUCH is a shareholder with Clark 
Nuber in Bellevue. Reach him at 425.635.4537 
or rrauch@clarknuber.com. 

Lessons from the 
Great Recession 
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Not all assets and liabilities are measured on the  
balance sheet. The best businesses take a holistic view 
of their balance sheets by including all contingencies  
in the planning horizon.  
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