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After growing concerns in February gave way

STAND

to domestic hotspots in March, the full gravity
of the COVID-19 pandemic hit a crescendo in
April. Americans emptied restaurants, shopping
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malls, and Main Streets, retreating to the socially
distanced safety of their living room bunkers.
Measures of economic activity followed suit—
the second quarter’s contraction is on record as
the worst in history. While the shutdown’s initial
economic pain was fairly uniform, the recovery has
proven to be anything but, differing across lines
of jurisdiction and geography. Here, the research
teams at SVN International and Chandan Economics
explore the relationship between population
levels, population density, and the impact they
have on the reignition of economic activity.
Preliminary evidence suggests that both a local
labor market’s size and density have a material
effect on the pace of its post-shutdown recovery,
with comparatively smaller and less dense areas
enjoying a more rapid return to normality.
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I. METHODOLOGY

All data are county-level, with those having resident populations
above 100,000 people selected for this analysis. This study
measures county-level labor market success in two ways:
The first leverages Google Mobility Trends Data, which reports
the level of trips taken to work today compared to a February
pre-pandemic baseline.
Secondly, we analyze changes in local area unemployment rates
from April, when the national unemployment rate hit a high of
14.7%, through July.1
Using these two measures of performance, we test whether
population and population density offer a partial explanation of
why some areas of the country are recovering more quickly than
others.

1. Bureau of Labor Statistics
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II. ON THE MOVE

A recent study by the Dallas Federal Reserve Bank details the
close link between personal mobility and economic activity.
According to their results, in April, when lockdowns were at their
most draconian, areas with restrictions 10% more strict than
the national average would expect an additional 0.6% of its
population file for unemployment, an additional 2.8% reduction
in small business employment, and an additional 2.6% of small
business closures.2 These results match intuition. In short, with
limited access to the physical economy comes a steep drop-off in
economic activity.
Building on the Dallas Fed’s work, we test the relationship
between county-level population and population density and
their effects on workers physically returning to the office. Taking
these two population factors together explains roughly 24% of
the variations in office trips observed across different counties.3
Independently, both population and population density create
an observable negative effect on the rate at which counties are
getting their labor markets back pre-covid levels.
In other words, the more populous or dense an area is, the less
likely it is that people are returning to the office.

2. https://www.dallasfed.org/research/economics/2020/0521, Dallas Fed Mobility and Engagement Index Gives Insight
into COVID-19’s Economic Impact, Tyler Atkinson, Jim Dolmas, Christoffer Koch, Evan Koenig, Karel Mertens, Anthony
Murphy and Kei-Mu Y
3. Based on Chandan Economics multiple regression modelling.
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Narrowing in on population density, we break out our sample of
counties into three groups:
1) More than 2,000 residents per square mile
2) 1,000-2,000 residents per square mile
3) Less than 1,000 residents per square mile (CHART 2)
Compared to the February pre-pandemic baseline, counties in
the densest group are averaging -41.2% fewer trips to the office,
measured through September 11th.
Trips to work improve to -38.7% for counties with population
densities between 1,000 and 2,000 people per square mile and
rise further for counties in the lowest population density group,
settling at -30.1% compared to the February baseline.
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III. REVERSING THE DAMAGES

Next, we test to see whether population and population density
can help explain changes in county-level unemployment rates
from the labor market hit its nadir in April through July.
Again, utilizing a two-factor regression, the explanatory power of
our two population variables falls, though the relationship holds.
Together, population and population density explain only 5.7% of
the variation in how quickly unemployment rates have recovered
across different counties (CHART 2).
According to Chandan’s model estimates, the baseline level of
improvement for counties in the sample is a 4.8% reduction
in the unemployment rate between April and July. For every
additional 1M county-level residents, the unemployment rate
is predicted to be 0.5% higher. For every additional 1,000
Residents/mi², the predicted unemployment rate rises by 0.2%.
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Across the 39 US counties with more than 2,000 people per
square mile, the unemployment rate between April and July
has only fallen by an average of 2.7% (CHART 3). Counties
with less than 2,000 residents per mile but more than 1,000
saw a slightly better 3.1% improvement. Leading the way are
counties with less than 1,000 per square mile, which have
averaged a 4.8% improvement over those three months.
There are several possible explanations as to why relatively
smaller urbanized centers are recovering more quickly.
The simplest is, of course, that as long as there is a clear
and present danger of COVID-19 infection, employees and
employers are unwilling to travel back into a physical office
space. In places like New York and other large cities where
the labor force is heavily dependent on a crowded mass
transit system, the back to work calculus is even more
tenuous.
Another likely cause is that larger, dense areas are more
likely to have a higher percentage of their workforce
employed in service and hospitality occupations, both of
which depend on physical co-location.
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IV. ANALYSIS

Altogether, these results suggest that a local labor market’s size
and density have material adverse impacts on its recovery pace.
Naturally, these findings offer direct implications for commercial
real estate.
Labor markets are upstream drivers of both employer space
needs and consumer spending power. Before COVID, the
overarching story of domestic migration was that households
in large, expensive metros were leaving in favor of smaller
urban centers that match affordability with high-quality living
standards, especially in the sunbelt.
While tales of a mass urban exodus are likely overblown, the prepandemic value proposition of smaller metro areas has catalyzed
in 2020. Labor market stability is now reinforcing migration
momentum in smaller markets, making them more attractive on
a risk-adjusted basis.
With an eye on the rest of 2020 and into 2021, smaller metro
areas that can most easily maintain social distancing measures
are well-positioned to see a more substantial return to normalcy
and an outsized share of opportunistic real estate investment
capital.
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ABOUT SVN®
SVN International Corp. (SVNIC), a full-service commercial real estate franchisor of the SVN® brand, is one of the industry’s most
recognized names based on the annual Lipsey Top Brand Survey. With nearly 200 locations serving 500 markets, SVN provides
sales, leasing, corporate services and property management services to clients across the globe. SVN Advisors also represent
clients in auction services, corporate real estate, distressed properties, golf & resort, hospitality, industrial, investment services,
land, medical, multifamily, office, retail, self-storage and single tenant investments. All SVN offices are independently owned
and operated. For more information, visit www.svn.com/.
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