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	The economy has an effect on all businesses. However, if you have a small business, a slow economy can really hurt your bottom line. As such, here are a few tips to help you stay in business when the economy is hurting.

	The economy is cyclical. Unfortunately, we are currently facing a heavy downturn as a result of the subprime mortgage crisis and the tightening of credit granting standards. You may believe that businesses only in the housing, mortgage, lending, or banking market are negatively affected by this current economy. However, if you believe this to be true, you are sadly mistaken.

Small businesses, for the most part, are on a strict budget and do not have a lot of expendable capital. In other words, unlike big corporations that can write off billions of dollars per financial quarter and remain in business, small businesses have no such luxury. This is what makes them “small” businesses. As such, should small businesses discover a change in customer spending habits, such small businesses may be faced with the unpalatable conclusion of having to “close shop.” Therefore, the question becomes, how does a small business survive during such an economy?

The primary reason that most small businesses are negatively affected by this slow economy is that people have less disposable income. Even though the primary factors that led to the current economic slump are the fallouts in the housing and lending markets, because the economy as a whole is negatively affected, all people and all businesses are negatively affected. Businesses are less profitable and are cutting jobs. This means that former employees are pulling their money out of their savings in order to survive between jobs. Additionally, because of this strain on their finances, people are less likely to spend money on nonessential merchandise.

The respective economies of many of the Southwest states have been exceedingly strained due to the massive fallout in the housing market. As such, small businesses in these states are finding it harder to survive. Should you be one of these businesses, there are some things you can do to stay afloat during this tumultuous time.

Because people have less disposable income, people are less likely to buy nonessential items. As such, should your small business operate in a “luxury” or “entertainment” market, your business will suffer more. Therefore, should you want your small business to survive during this time, you may have to cut your prices. As stated above, because a small business does not have a lot of expendable capital, lowering prices may be difficult. However, if cutting prices will cause customers to maintain their shopping habits with your business, cutting prices is a good idea as long as you still maintain a profit.

Another great way to financially survive during this economic depression is to cut your costs wherever possible. Cutting costs is a good business practice regardless of economic condition, but during times such as these you will have to go the extra mile and cut all non necessities out of your business budget.

During an economic downturn, consumers look for deals. They want to save money and find a bargain whenever they can. Because many consumers think like this during this time, you should give them what they want. Granted, you do not want to advertise a deal that will create a loss, but you should be able to provide some kind of special promotion that brings customers in the door.

The point is, during this negative economic time, you have to take action and change your business practices should you want to survive. The most important thing to remember is that the economy is cyclical. Therefore, even though your business may be slow currently, your business will return to profitability in the future if you do what is necessary to survive today.


