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As Americans increasingly wonder whether the nation will fall into a full-blown recession, many of us are considering

the deleterious effect such a development would have on Jewish organizational life. While the complex and caring

American Jewish community has survived numerous economic cycles, this time around there are some significant

differences.

First, non-profit organizations — which had traditionally been most conservative in their investment strategies — have

increasingly in recent years looked toward alternative investments, believing that these can hedge against the volatility

of the markets. This occurs as service pressures mount and fixed instruments are viewed as providing lower long-term

return than do equities.

Second, as has been reported in these pages, the nature of philanthropy is rapidly changing. Unrestricted umbrella

annual giving does not keep pace with inflation, while philanthropic “parking,” with the creation of donor advised funds

and other vehicles for continued donor involvement, grow at unprecedented rates.

Leaving it for others to predict the impact on investments in the coming period, there are certain realities that must be

faced — and, as with most key moments, those that face these realities early emerge stronger from the experience.

I suspect that there are many foundation officers who are checking on the redemption rules of their investments

because, despite the alternative strategy that looked good in a growing market, they want to be at the tiller during a

shrinking market. It is my hope that they are avoiding the knee-jerk reaction of running to cash and to cash

equivalents.

Many foundations and endowments are designed into perpetuity, and there are opportunities in the long term when

one thinks about philanthropic investments for the long term. The volatility today is very different than when their

investment committees would count on the fixed, albeit lower, return of Treasuries and Triple A Bonds. Certainly, as in

past downturns, the psychology of the marketplace suggests that we will experience retrenchment in grantmaking.

More significant and opportunistic is the potential reaction of the leadership of Jewish organizations. The key element

to cutback management is to be ahead of the curve. Often, boards and professional managers live in denial for as

long as possible. The consequence of delay is deeper cuts in service and trauma to organizations.

These are the moments when boards of directors and CEOs have the unique responsibility of stewardship and the

preservation of community assets through perilous times. There are some specific steps that all organizational boards

should consider.

First, monitor budgets more closely. Create a financial dashboard. Compare accounts payable, both the amount and

its aging, on a historical basis. Understand the revenue sources and filter projections against changed realities.

Second, use the organization’s mission as a measure against which to look at all programs. If necessary, shrink

programs on the margin; strengthen programs in the center.

Third, use the economy as an educational opportunity for the board to better understand its responsibility to assure a

balanced budget and operating results. The board needs to “give or get” the funds necessary to keep that budget in

balance. Too many boards tend to forget this aspect of the sacred responsibility of organizational leadership.



Fourth, have in place the means to evaluate the organization’s programs so that if cuts are necessary they take place

in those programs with less effectiveness. These are the times to eschew sacred cows and to try to make the least-

worst decisions, while focusing carefully on the organizational strategy.

Fifth, if necessary go with the counter-intuitive cuts. Organizations often cut back on administration, development and

maintenance rather than direct service. I remember a Jewish community center that, in response to the recession in

the late 1980s, deferred repairing its pool ventilation system at a cost of $125,000. Several years later it had to do

structural steel work because of the damage done by the humidity. This million-dollar repair had a far graver impact to

the programs of the JCC than doing the original maintenance.

Sixth, ask questions. Too often agency directors believe that the officers and managers have it all under control in the

culture of “going along to get along.” Intelligent dissent is a cherished gift at moments like these.

Seventh, there are opportunities as well for funders. They can clarify the mutual expectations between themselves and

beneficiary organizations. For example, even in unrestricted grant making, are there deliverables that are expected?

Thousands of non-profit organizations make up the mosaic we call the American Jewish community, and each relies

on some mix of revenue sources to fulfill  its mission and mandate. These recessionary pressures also offer a moment

for self-reflection on mission, programs, strategies, effectiveness and efficiency.

And lastly, long-term financial planning can mitigate against these inevitable fluctuations. For those operating in more

than one currency, there are tried and true ways to manage the currency risks. Attempting to spread costs more

evenly over time reduces the negative impact of having to liquidate investments at moments like this.

Economic cycles have enormous impact on organizational health and, therefore, on the health of the overall

community. We all bear the responsibility to accept the mantle of leadership so that our communal organizations can

continue to deliver their services regardless of the economic and environmental stresses — and so that our community

can maintain its tradition of incomparable compassion and caring.
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