The Psychological  FD
We have all seen the usual recession strategies, managing cash, , working capital controls, strict adherence to rules and rigid authority limits, in short a battening down of hatches.

In these sort of times , Accountants  hold the balance of power and  decision making in the business, long gone are the over optimistic sales forecasts and the luxury of spending the Bonus, now is an age of Austerity, and economic reality as the effects of the recession are felt at every level of the Economy.

The longer such recessions last, the more stress Accountants will find themselves in and although they might relish the conservative, prudent approach, quite often deep down in their psychological make up, a different being may lurk which , if not managed properly can seriously lead to sub optimal decision making.

Knowing the default personality of the Accountant or FD is crucial to getting the best out of that resource, indeed if we take a Myers Briggs analysis if the situation many accountants find themselves in then the ‘Inferior  Function may well manifest itself and the once cool calm and collected Bean Counter may well turn into a hyperactive rambling wreck, or indeed a wrecker who irrationally cuts all costs across the board and may well neglect putting key resources into areas which require them more than ever such as Marketing.

In times of plenty, rising Sales may not be difficult to achieve, the rational Accountant may well see the benefits of cost control and a variable-isation of his costs with the outcome of predictable margins, in Recessionary times the opposite may be true, .Costs need to be thrown at marketing in order to stand still/survive. Convincing consumers to part with their personal cash and put it your way rather than pay down personal debt takes real imagination and resource, this does not come cheaply.
Companies and FD’s must understand Customers changing needs and reactions to the economic environments, what is required ,as in all crises is a cool head and an FD who has a weather eye on Demand generally and a handle on the numbers.
 There are certain behaviours that FDs may revert to and some work, some don’t they are all situational dependant but the reader may recognize certain personality types and once recognized, know that there are other types of behaviour that may be more appropriate to the situation at hand

The Slasher

This is the FD who insists that every department cuts every cost imaginable, without discrimination, a 10% or greater cut across all departments may well be the order of the day. This FD eliminates all type of spending  and expects Department heads to , rigorously check all invoices and expense accounts and generally takes an Undertakers view on life that such action is inevitable if departments want to remain autonomous.

A lack of Sales means that all departments must suffer, with scant regard to whether cost savings in one department can be diverted to actually increasing spend in another. 

The Basher

An overly focused approach to cash management and an incessant pre occupation with remaining in credit, even though there is an overdraft facility to be utilized is part of the mindset here.

Most Cashers disregard the longer term profit motive, perhaps sacrificing longer term profitability to convert all non cash items quickly into cash so not taking advantage of market conditions and waiting until more favourable times when assets can be disposed of in an orderly fashion without taking fire sale values into account.

He will typically say, Cash is King and there is a lot of sympathy for this approach at present, however the extreme end of this behaviour leads to an oversimplification of business models, all of a sudden sales are not done on credit and 30 days means 30 days, margins are robustly defended and there is no scope for investment pricing or indeed any expenditure that may have greater long term pay offs.Debtors are bashed over the head if they even mention time to pay and creditors are equally treated with disdain and payments delayed as long as possible, in short the Basher hits the cash to cash cycle so hard it is like tenderizing a piece of teak and making it go further, however, at some stage this approach will lead to wafer thin margins and lack of profit. It is a downward spiral at the expense of it’s stakeholder relations.
The Flasher

These are FDs who think the firm is immune to a downturn and is comfortably well off , like Slashers they economise where they can, but are probably the darling of the Sales department by Flashing the cash at Sales, i.e recognizing that Sales/Marketing and Advertising needs more resource not less. So Flashing the cash at a Key driver of the business is the Key.

However, Flashers may do this to the detriment of other operational and support structures, so convincing customers to buy through Flashy advertising is all well and good, but if economies have been made in production and transport capabilities, such Flashing is ill foundered.

The Lasher

This is the superhero model of the FD, he literally lashes himself to the wheel of the business and insusist all expenditure is personally approved by him, and only he can steer the ship, so you can forget Sales, all of a sudden he is the CEO incarnate, and even the existing ( or exiting) CEOP is in awe of this person. This is by far the most macho stance and is recognizably short term in it’s outlook.

It is also a disaster waiting to happen, FDs may not be best placed to change their stance when inevitably the upturn comes and may well have made all the  organization depressed as a result of changing the culture, norms, values and command structures under the guise of ‘ crisis management’

If anyone does not agree with this approach they are immediately disciplined/got rid off ( to expand the Sailing analogy they could well receive the equivalent of 50 lashes)

The Dasher.

This is the dashing hero model, then one where the hero gets the prize, or in business speak takes a long hard look at the resources, invests where necessary and manages cash wisely. The Dasher is able to differentiate what is essential and what is not essential for survival.

In a recession this FD understands the moveable target of customer preferences and is quick ( dashing)  in his thought processes to spot where resources are required. This lean and agile thinking leads to improvisation and resource allocation thought through and acted quickly upon.
The Dasher FD takes crises and turns them into opportunities through quick and decisive action 

Now , I had a lot of fun with these metaphors and there are other types o0f FD that could be classified as Mashers/ Hashers/ Crashers, you can use your own imagination to give these categories some character traits, the important point here is that FDs will revert to type and knowing what your FD will do and making sure he  or she acts sensibly and not display the types of extreme behaviour outlined above will eman sustainable success.

FDs that harness energies into the business should bne able to

Maintain ongoing cost discipline

Rationalise the difficult choices
Seize opportunities
During a crisis it is easy to lose sight of some basic rules because of forced outside of your control. The CEO should work closely with the FD ( as always) but realize that both parties may react differently under pressure and may be a toxic mix when it comes to decision making in recessionary times.

Knowing each others faults and moderating the worst excesses of each others personality is the key to weathering the current storm and seizing the opportunities that arise.

