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ECONOMY

With 2020 now moving further away in the rearview
mirror, we can begin looking ‘beneath the hood’ and

REBUILDING THE U.S.

assess both the damage and resiliency of the US
economy during a generationally challenging year.
Within a few short weeks in the early-Spring, the
country went from life as usual to toilet paper
shortages and negative oil prices. The US economy
and its interconnected labor market were both wholly
unprepared for the shock and devastation that COVID
would bring. It took just nine weeks for the number
of initial claims jobless claims during the pandemic
to exceed the tally set in the 2007-09 recession.
However, once the dust started to settle and Americans
peeked their heads out of their Charmin Ultra castles,
the race was on to re-engineer local economies amid
the ongoing public-health threat. The success of
which varied significantly along the lines of sector,
geography, and, as this report explores, company size.
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I. A STEP AHEAD

During the last recession, small- and mid-sized
businesses (SMB), defined simply as all companies
with at least one but less than 500 employees,
outperformed large-sized companies.
SMBs enjoyed both a less dramatic downturn and a
quicker return to pre-recession conditions. Compared
to a January 2008 benchmark, SMB payrolls decreased
by a total of 6.2%, bottoming-out in March 2010.
It took more than three years, but by August 2013, total
payrolls at SMB business eclipsed their 2008 levels.
Large-sized businesses, meanwhile, saw employment
drop by as much as 8.1%. Moreover, it took large-sized
companies almost a full additional year to reach precrisis levels, surpassing 2008 totals in February 2014.
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Turning to the labor market carnage that was 2020, SMBs saw the worst of
the shutdown’s pain.
Payroll employment figures at small- and mid-size businesses sat 16.2%
lower in April than they had to begin the year.
For large-sized business, the April shutdown brought down payroll
employment by a slightly less severe 14.1%. While the difference may sound
trivial, the two percent outperformance of large businesses during the
lockdown saved 1.3 million jobs.
Higher cash reserves and greater access to emergency credit are likely
explanations of why larger businesses were better equipped to absorb
COVID’s initial shock.

Payroll Employment:
Small- & Mid-Sized vs. Large Companies

110

However, once lockdown orders were
lifted, SMBs have outpaced large-sized
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companies in the recovery thus far.

Source: ADP, Chandan Economics; 2008-2016
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Through December 2020, SMBs have
added back 9.7 million jobs and total
employments sits down by just 6.2%
from January 2020 levels — while still
a long way to go, SMBs have erased
nearly two-thirds of the damage.

Payroll Employment:
Small- & Mid-Sized vs. Large Companies

Meanwhile, large-sized businesses
have recovered back 3.8 million jobs,
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only accounting for roughly forty
percent of their early-Spring losses,

105

Source: ADP, Chandan Economics; Through December 2020

and payrolls remain down in total by
8.3%.
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II. THE WALKING WOUNDED

Noting the modest outperformance of small and mid-sized businesses through
the recovery so far should not be interpreted as minimizing the challenges these
companies continue to face.
Self-reported data tracked by the National Federation of Independent Business
(NFIB) offer valuable context to the pressures and outlook of relatively smaller
firms across the country.
In short, smaller firms are just trying to hang on. Their outlook for the path
ahead is, understandably, less optimistic now than it was one year ago, and
fewer owners are reporting investing in their businesses.

Share of Small Business Owners Who Think
Now is a "Good Time To Expand"
Source: National Federation of Independent Business, Chandan Economics; Through December 2020
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As of the NFIB’s December 2020 report, the share of small business owners that think that now is a
good time to expand stands at a dismal 8%.
In the 12-months preceding March 2020, the average share of small businesses with an expansionary
outlook stood more than three times higher at 25.6%. The current reading is an improvement from April
2020 lows, where just 3% foresaw a near-term expansion.
Still, after improving slightly through the Summer and Fall months, the share dropped by 4% between
November and December, likely reflecting the most recent surge in COVID infections and the perceived
likelihood of increased taxes and an amended regulatory framework in the year ahead.
The less-than-optimistic outlook of small business owners has the potential to depress commercial space
demand over the short-term. According to Opportunity Insights, the number of small businesses open
through December 2020 sat 29.7% lower than the
number in January 2020, translating to a glut of
commercial space sitting idle without use.
Moreover, small businesses that have managed
to keep on the lights had a smaller appetite for
expanding their physical footprint in 2020 than in
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stood at 6.25% and 6.17%, respectively. In 2020, this
share fell to 5.42%, representing a relative drop-off
of 12.2%.
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Source: National Federation of Independent Business, Chandan Economics; Through December 2020
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years past. In 2018 and 2019, the average annual
purchase of additional land or physical real estate

Share of Small Business Owners
Reporting a Purchase of Additional
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III. OPTIMISM FOR MORE
THAN THE SAKE OF IT

It is always darkest before the dawn may be
the most overused phrase of the past year, but
hey, if the shoe fits?
A plurality of economists surveyed by the
Wall Street Journal believe that the vaccine
rollout will provide the labor market with a
“substantial” boost and more than a ninety
percent consensus think that it will at least
have a modest positive impact.
However, as of January 26th, 2021, only 1% of
Americans have received a vaccine dose, and
most herd immunity forecasts do not have
the US meeting the critical threshold until at
least the Summer, if not later. In the meantime,
local labor markets that do not rely on
public transit usage and other congestion
causing features should have a competitive
advantage. Translation:

SMBs, WHICH TEND TO MAKE UP A
LARGER SHARE OF EMPLOYERS IN
LESS-DENSE METROS OR EXURBAN
AREAS, MAY BE PRIMED FOR A
RECOVERY HEAD START.
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Further, policy priorities of the new Administration appear well-aligned with the immediate needs of small- and midsized businesses. According to a report by the US Chamber of Commerce, 56% of owners believe that the totality of
the federal government’s support for small businesses has been insufficient. Included as part of the $1.9T spending
proposal released by the new Administration is a whopping $440B earmarked for communities and small businesses.
Moreover, aspects of Biden’s to-do list that are less embraced by SMB owners, namely a mandated $15 minimum wage,
are unlikely to garner enough support from Senate Republicans to secure a filibuster-proof majority.
Through this point in the pandemic, the tone and tenor of SMB owners is one of exhaustion and desperation.
Nevertheless, both the track record from the Great Recession and the unique contours of the COVID recession
seems to once again favor SMBs returning to pre-crisis conditions more quickly than large businesses.
The above trends likely point to a year of
gradual recovery for commercial real estate,
though improvement may prove modest.
Pent-up demand for human engagement
will be a rebounding tailwind for the office,
retail, event, and hospitality sectors. Still,
the rate of new business formation on the
upswing will not match the pace of business
destruction observed during the downswing.
As a result, it will take time to re-absorb the
existing stock of commercial space. For both
SMBs and commercial real estate operators
who cater to these types of companies,
brighter days lie ahead, though the forecast
calls for clouds at dawn.
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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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