Seven Recession-proof Businesses You Can Start Now
By John T. Hiatt

Most Americans think that if the economy isn’t already tanking, it will be soon. A recent Fortune magazine survey of 1,000 consumers found that two out of three believe the U.S. economy is getting worse, and 57 percent think we’re heading into a recession in the next 12 months.
That makes layoffs, unemployment and financial hardship “top of mind” issues, especially given the sub-prime mortgage debacle and its ripple effect through the rest of the economy. Of those individuals surveyed, 18 percent are worried about losing their jobs, and 8 percent are “very worried.”

All that gloom and doom sounds like the worst time to launch a business or invest in one – especially those that depend on cash-strapped consumers for revenue. And yet, seemingly against the odds, certain businesses and industries do so well that they’re considered recession-proof. And others seize the day, leapfrogging ahead of the competition with savvy business moves you should know about.
Recession: Are we there yet, daddy?

Economists can’t agree on the overall length, depth and breadth of the looming economic downturn – or even if we are “officially” in a recession. That’s not a big surprise. As Nobel-laureate Paul Samuelson once said, “Economists have correctly predicted nine of the last five recessions.”
Some industries (like housing and construction) are probably already in a recession. Others are in a downward spiral, like the automotive industry. (During downturns, consumers generally delay big-ticket purchases as long as they can.) 

Similarly, certain regions of the country are likely to face economic hard times more than others. During the last “official” recession, for example, in 2000-2001, The Southwest felt nary a ripple, compared to the Rust Belt. This time around, the Midwest will probably take another hit.

Against this backdrop, one way to think about which businesses offer the greatest potential for gain is to ask yourself: What products and services are people going to continue to buy even if there’s a recession? What do people need most during both good times and bad?  Here is a list of seven top candidates:

1. Health care businesses

Health care companies generally do well because people get sick just as much in a recession (sometimes more). Health care is more expensive than ever, and the health care community provides more services than ever. As the baby boomers age, the market promises to grow ever larger for products and service that help people live longer and more comfortably. 

You can expect the number of DIY health monitoring services and first aid devices to skyrocket, as boomers and their families will do everything to prevent deteriorating health from messing up their 'third' life.

You may not be able to come up with your very own medical breakthrough or designer drug –- chances are the pharmaceutical companies are ahead of you on that –- but there’s a good chance that a business offering delivery services, home health care, or health care products can do quite well. 

More evidence: Health services occupations including medical assistants, home health aides, physical therapists and medical records technicians account for close to half of the 30 fastest growing occupations according to the trend watchers at Challenger, Gray & Christmas.
Key point: Service businesses do better in recessions or downturns because the gross profit margins are higher, relative to companies that make things or carry inventory. There’s an old saying among financial professionals: “A lot of things can happen when you carry inventory, and all of them are bad.”

2. Love, dating and marriage
People seem to want to hook up right and left, and a lot of them are using low-cost Internet dating sites to do it. TIME magazine estimates that there are 1,000 marriage and dating sites in the U.S., and reports that the industry snagged sales of $649 million in 2006. 

Growth of general-interest dating sites in the U.S. is slowing, but not so for carefully targeted new ventures aimed at key market segments, such as Christian or 50+ singles or lovelorn Asians. Significantly, after going global in 2002, Dallas-based Match.com derived 30 percent of its 2007 revenues and membership from outside the US. American matchmaking sites are setting their sights on China and India. 

Online speed dating is a fresh idea worth pursuing. Several new sites have launched recently. WooMe, for example, which launched in November, is an online platform that lets users meet, see and hear people live in one-minute conversations. Using a webcam and WooMe's optimized in-browser video and voice capability, users congregate online for five-minute "speed sessions" in which everyone gets to meet five new people.
3. Rent-a-lifestyle

People will always want to have a good time, kick back, or hang out with friends. They may not spend as much money, of course. That’s one reason why you’re likely to see an uptick in low-cost leisure pursuits. Sports that don’t require a heavy front-end investment in gear should do well.  

An important lifestyle trend to watch is the desire to save money by renting things, rather than buying them outright.  

You can see this all around us, and there is a lot of opportunity to turn a profit from the rental or fractional ownership model. The concept has been around for years, of course, ever since the first time-share condos opened up along the Eastern seaboard. The concept has taken off, as more and more people want their piece of the luxury pie – without having to shell out a fortune to do it. 

Nowadays you can buy fractional ownership in luxury cars. powerboats, yachts, Lear jets –- and even toys for your kids.

Savvy parents know that today’s prized playthings become tomorrow’s garage-sale giveaways. Texas start-up Babyplays, offers a creative alternative: Four to six toys by mail each month. Parents keep the toys as long as they like, and send them back to receive a fresh batch. Monthly subscription rates range from $35 to $65. Sounds a lot like the Netflix model, that’s turned the video rental market upside down and put Blockbuster on the defensive. 
4. Food and drink
People don't cut back on their intake of food just because a recession is underway. And in fact, alcoholic beverage consumption tends to increase. And although high-end restaurants are a high-risk venture in the best of times (with about an 80% failure rate), the profit margins are quite nice –- especially if you can couple food with beer, wine or alcohol, where the real money is made in most eateries. 
Foodies are making healthier choices these days. That’s reflected in carb-conscious menu choices available at McDonalds, Wendy’s, KFC and other fast food emporiums. The real buzz in the business though, surrounds specialty and ethnic foods – the more adventuresome the better. 
Launching a restaurant with a 1930’s “soup kitchen” theme ought to do well. So would nearly any kind of ethnic foods -- ranging from authentic Indian to Thai to Spanish foods. (Tapas are particularly popular.)  A major advantage to these specialized eateries is that the menus tend to be moderate in price, offering diners the chance to “put on the dog” without breaking the bank.  

An interesting twist is an upscale smoothie bar called Desserts, where you can slurp smoothies served in stemmed martini and wine glasses. The menu is an homage to fruit, including items smoothies, sorbets and fruit salads, along with pancakes and crepes heaped with strawberries, melon balls and berries. Yum. 

Similarly, Zen Burger offers wholesome vegetarian foods with the look and feel of meat, sans negative side-effects on health and the environment. Serving breakfast, lunch and dinner, the midtown Manhattan restaurant specializes in meatless comfort foods that mimic those sold in traditional fast-food environments, such as the ZenSausage breakfast sandwich, ZenBeef burgers, crispy ZenChicken sandwich, ZenTuna sandwich, ZenHotDog, ZenChicken tenders, ZenShrimp and French fries. The eatery captures the ambience of a 1970s fast-food joint, with a color scheme heavy on orange and green. 
How to spot the next big food trend: Pay attention to what caterers serve at the next corporate soiree, wedding or bar mitzvah you attend. Current crowd pleasers include exotic soups and salads with crunch, sushi and hot finger foods.  Dessert bars (especially involving chocolate) are always popular. You can count on seeing specialty restaurants springing up around themes that get their start among caterers.
5. Personal and repair services
Cars still break down, drains get clogged, and the lawn still needs to be mowed. Busy people have less time than ever to take care of things themselves. So plumbing, electrical, roof repair, lawn care, termite proofing and other vital home repair functions continue to thrive in periods of recession. If homeowners put off maintenance and repairs, it only means that ultimately they will pay a higher price for a greater amount of work. 

Most service businesses are high margin, low overhead operations with a low break-even point. That means the financial risk is less than in other industries. Furthermore, the market for certain kinds of services stays strong through hard times because the consumers are affluent. It takes longer for the effects of a downturn or recession to hit them. 
6. Beauty and cosmetics 
Most women will want to look good when they go out or head off to work. And there’s nothing like a half-day at the local spa to make you feel ready to face the world again. Pamper-me services, cosmetic lines and especially anti-aging lotions or potions have a solid track record when it comes to surviving business downturns. This time around these products will attract keep-me-young Boomers as well.
Working professionals are a market worth exploiting. Catering to office workers is a hot trend that’s not likely to let up anytime soon. Onsite HairCuts is a great example. Their slogan: “Need a quality haircut but don't have time to waste? We bring the salon to you!”
The California company owns three converted vans that show up in corporate parking lots all across Silicon Valley, welcoming employees from companies like Cisco, eBay, and Yahoo! who have booked their appointment online. At some stops, the mobile salon is open to the general public, too.
HairPODs are a British innovation: Transportable, free-standing styling booths that look like futuristic space capsules. They can be strategically placed in locations such as airports or shopping malls — and relocated, if necessary — without the high rent salons must pay. HairPODs take 3 to 4 hours to put together, and require just an electricity supply -- no shop fitting or site alteration is necessary.  

Similarly, 10-Minute Manicure sets up shop in areas where consumers are likely to be, such as airports and busy malls. It opened its first salon in January 2006 in the Cincinnati airport, which quickly became one of the airport’s highest-grossing concessions, averaging $1,800 per square foot in its first year. The company has since opened 10 more salons in airports and commercial locations. Services range from 10-minute manicures to waxing, massage and reflexology.

7. Death: Stiff competition
What better way to end this list of recession-proof business opportunities that to zero in on the one thing that’s inescapable: death. Some find the subject uncomfortable; others seem fascinated by it. Witness the popularity of TV shows like “Six Feet Under,” and – you might have guessed it – tailor made ways to send yourself or a loved one into the hereafter.  
Eternal Image, founded in 2002, is headquartered in Farmington Hills, MI. The company is the first and only manufacturer and marketer of licensed brand image funerary products. Currently, the company offers urns and caskets that feature licensed images from Major League Baseball™, STAR TREK™, Precious Moments™ and the Vatican Library Collection™, as well as pet urns featuring the American Kennel Club™ and Cat Fanciers’ Association™.

Similarly, Art Honors Life is a California art gallery that features the work of artists who create funeral urns and other vessels. More than 50 works of art by North American and European artists include everything from ceramic stoneware pillow boxes to a glistening aluminum rocket ship. Also included: Small wooden boxes made from cedar and maple salvaged from the Pacific Northwest's old growth rainforests. “For every nature-loving individualist, there's a perfectly beautiful former tree just waiting to carry them home,” says the ad copy.
As cremation rates are rising (from 21 percent a decade ago to 32 percent in 2005 - source: New York Times) and are predicted to increase even more, this is definitely a growth market for artists and entrepreneurs who can offer alternatives to somber and impersonal urns.

John T. Hiatt is and experienced financial and business writer and editor, best known as founding editor of Entrepreneur Magazine and managing editor of Financial News Network. He writes for a variety of print and online publications and consults with start-up businesses. 
(Note to Editor: This currently runs just under 2100 words)

#               #              #
Sidebar (this is about 500 words)
What if you don’t have a recession-proof business?

To protect against a recession, a business needs an innovative, flexible team that learns together, practices competitive intelligence and collaborates together. That may be a tall order, but in the last recession companies that stayed fast on their feet came out on top in their industry categories, says recent research by McKinsey & Co., the big management consulting firm. 

A study released early in 2008 showed that 40 percent of market-leading companies, who weren’t prepared for the 2000-01 recession, fell out of the top quartile in their respective industries. But guess what? Fifteen percent of companies that weren’t industry leaders before that recession leapfrogged into leading positions during it.

What was the “special sauce” that made leaders out of laggards? What made companies in the McKinsey study outperform their peers? There are three common threads.
Financial flexibility. Companies that came out on top anticipated the downturn and made sure that they had less debt and more cash on hand. Experts at McKinsey say that gave top-performing companies the ability to leverage the benefits of balance sheet flexibility. For example, post-recession industry leaders typically had debt-to-equity ratios about half that of companies that faltered. In addition, most had more cash on their balance sheets.  Lesson learned: If you’re in business now or looking to start one, make sure that you keep debt levels low and look for ways to finance growth internally.
Operating flexibility. Companies that emerged as market leaders after the last recession focused on reducing costs without damaging the long-term health of the business. Although costs are difficult to cut, the winners managed to do so, often by making their overhead and operating costs more flexible in advance of — or at the first sign of – the recession. Winning firms shared these specific traits:

· A flexible workforce dominated by part-time or contract workers rather than full-time, salaried employees. That strategy also cut benefit costs, which continue to increase year after year, especially for smaller companies.
· Advertising far above their industry sector overall, with marketing and advertising targeted toward customer groups with the highest sales potential. In sharp contrast, less successful companies cut R&D and advertising more deeply.

Diverse product offerings. Winning companies shared the ability to expand in terms of diverse product offerings and greater geographic presence. For example, McKinsey’s research shows that the market leaders’ sales were roughly twice as diversified by segment as those companies that fell out of leadership spots. Action steps: Look for ways to expand geographically, and target market segments with money to spend.
Winning firms managed their customer and product portfolios more effectively and proactively. A key ingredient (useful for any company, even in the best of times) is to add value and build customer loyalty. At Starbucks, for example, value-added services made a major difference. Rather than cut prices when the recession hit in 2000-2001, Starbucks added Wi-Fi Internet access in its stored, launched a prepaid Starbucks card and improved customer service. 
