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T = 27 This means that Main Street SMBs have had to make radical changes to
their operations just to stay afloat. The stay-at-home and shelter-in-place

Methodology 28 orders imposed on them at the beginning of the pandemic dealt a harsh

blow to their revenue streams, and the precipitous drop in consumer
demand for in-store shopping experiences weakened their financial stabil-
ity even further. This left many business owners eagerly awaiting the time
when their local economies would reopen and hoping that lifting restric-

tions might bring their customers back and save them from financial ruin.

It is now September. Each and every American state has begun reopening

to some degree, and we are able to assess just how much of an impact the

V/’ reopening of local economies has had on these businesses’ balance sheets.

\/ Has reopening helped Main Street SMBs regain their financial footing, or

were business owners’ hopes of economic recovery merely wishful think-
ing?
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MAIN STREET SMBs FEEL
MORE FINANCIALLY CONFDENT
THAN THEY HAVE IN MONTHS,
BUT LOW FUNDS AND
OVERCONFIDENCE COULD ALSO
POTENTIALLY DERAIL

PYMNTS issued the first of our Main Street SMB surveys from across the United
States on March 24 to learn how the economic fallout from the COVID-19 pan-
demic was impacting their businesses. We have released similar surveys on a
regular basis ever since, surveying more than 3,500 Main Street SMB owners to
date and publishing the results of our detailed findings in our Main Street On
Lockdown brief series.

Our latest study draws from data collected on 456 Main Street SMB respondents
from across the U.S. on Aug. 6 through Aug. 10, analyzing just how much their fi-
nances have changed since March, the extent to which crisis mitigation legislation
such as the Paycheck Protection Program (PPP) has or has not helped them regain
their financial standing and how they are planning to prepare their businesses for
the likely possibility that they will be forced to endure another lockdown and pro-
longed disruption to their revenue streams.

This is what we learned.

THEIR CHANCES OF SURVIVAL.



PART I: MAIN STREET SMBs’ SELF-ASSESSMENT

More than half of all Main Street businesses
now say they will survive the pandemic,
a rise from the 42 percent that said so in March.

Main Street SMBs are generally more confident now than they were in March.
Fifty-four percent of all SMBs now say they feel confident that they will be able
to stay open through the end of the pandemic, yet just 42 percent felt the same
in March.

Many SMBs are more confident now because they feel their financial stability has
improved during the past few months: 24 percent of all SMBs say their financial
situation has improved since two weeks into the pandemic when it was declared
in March. We found that 65 percent of SMBs say their finances have gone largely
unchanged and 12 percent say their financial situations have deteriorated since
then.

It is crucial to note that many of the Main Street SMBs reporting improved financ-
es since March were already financially stable to begin with, however. Our survey
shows that 69 percent of the SMBs saying they are not at risk now were already
sure they would be able to stay open when the pandemic began. Only 29 percent
of SMBs that reported being sure back in March that they would not be able to
stay open through the end of the pandemic now feel they are not at risk of closing.

Main Street SMBs that were unstable in March are more likely to say that their
financial situation has remained largely unchanged since then. We found that 58
percent of Main Street SMBs that were sure they would not survive the pandemic
in March now say their finances have not changed and their businesses are still

at risk of closing. Another 12 percent say their financial situation has improved,
but they remain at risk of closing. This suggests that although the overall outlook
of many Main Street SMBs appears to be improving, many that were struggling to
stay afloat before are still struggling.
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FIGURE 1:

HOW MAIN STREET SMBs’ FINANCIAL STABILITY
HAS CHANGED SINCE MARCH
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PART I: MAIN STREET SMBs’ SELF-ASSESSMENT

The Main Street businesses most bullish about

their long-term recovery are those with pent-up

demand and no satisfactory digital alternative:
restaurants and construction.

Not all industries are recovering quickly. Restaurants and construction firms are
the most confident that they will be able to stay open, while professional service
and retail trade firms are the least confident about staying in business. Sixty-one
percent of all restaurants and 61 percent of all construction firms are confident
they are not at risk of closing before the pandemic ends. Just 44 percent of all
professional service firms say the same. Retail trade firms and manufacturing
are also on less steady ground than restaurants and construction firms, with 53
percent saying they are sure they will be able to remain open through the end of
the pandemic.
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TABLE 1:

HOW MAIN STREET SMBs’ FINANCIAL STABILITY HAS CHANGED SINCE MARCH
Share that say they are either stable or unstable and whether their finances have changed in select ways, by industry

Professional

Cocr:)s:z:x::i?nngor Technology Retail trade Manufacturing services Restaurant

NOT AT RISK

* Unchange 471% 40.0% 32.3% 38.3% 27.8% 33.3%

* Improved 141% 15.0% 21.0% 14.9% 16.7% 27.8%
AT RISK

* Unchange 23.5% 21,3% 24.2% 25.5% 36.1% 33.3%

* Improved 3.5% 12.5% 8.1% 10.6% 1.1% 5.6%

* Worsened 11.8% 11.3% 14.5% 10.6% 8.3% 0.0%

Source: PYMNTS.com

RESTAURANTS AND
CONSTRUCTION FIRMS
ARE THE MOST CONFIDENT
THAT THEY WILL BE ABLE
10 SURVIVE THE PANDEMIC.,
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PART I: MAIN STREET SMBs’ SELF-ASSESSMENT

Main Street business optimism is up because consumer
demand is starting to return. Daily sales give Main Street

businesses more confidence in their overall financial stability
— even though many are still operating at reduced capacity.

The pandemic dealt a harsh blow to the businesses on Main Street USA when
it was first declared, but that impact is beginning to wane. Only 9.9 percent
of SMBs now say they are closed because of the pandemic, compared to 33.9
percent that had to close solely as a result of the pandemic in March. Far fewer
SMBs now report being limited by capacity restrictions than just a few weeks ago.
Twenty-five percent of Main Street SMBs now say they are operating with capacity
restrictions, whereas 38.6 percent reported the same in March.

This experience contrasts sharply with those of SMBs that are still dealing with
reduced consumer demand and operating with capacity restrictions, however.
Main Street SMBs that are at risk of closing before the pandemic ends are the
most likely to say their firms have been impacted by an increase in consumer
demand and by capacity restrictions. They are also more likely to have already
closed at some point. Thirty-eight percent of Main Street SMBs that are at risk
of closing say they have been impacted by a significant decrease in consumer
demand, and 29 percent say they have been impacted by capacity restrictions
at some point since the pandemic began. Thirteen percent say they have had to
close at some point since the pandemic was first declared. Among Main Street
SMBs that are not at risk of closing, 25 percent say they have been impacted by
significant decreases in consumer demand, 22 percent have been impacted by

capacity restrictions and 8 percent have had to close their businesses.
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FIGURE 3:

HOW THE COVID-19 PANDEMIC’S IMPACT ON SMBs HAS CHANGED OVER TIME
Share of SMBs that say they have experienced significant decreases in consumer demand since the pandemic
began, by date
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FIGURE 4:

HOW THE COVID-19 PANDEMIC’S IMPACT ON
SMBs HAS CHANGED OVER TIME

Share of SMBs that say they have experienced
significant decreases in consumer demand since
the pandemic began, by risk of closure
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PART II: A CAUSE FOR OPTIMISM?

Main Street businesses still face a cash flow crunch.
Seventy-two percent do not have more than
30 days’ worth of cash on hand and need daily sales
to keep their cash flow engine running.

Many Main Street SMBs appear more confident in their financial stability now
than they were before, but this confidence may not reflect their financial reality.
Seventy-two percent of all firms still do not have enough funding to stay open for
a month if their cash flow is interrupted, for example, and 39.3 percent of firms
have only enough funding to stay open for one week or less if their cash flow is
interrupted.

This cash flow shortage is widespread, even among firms that do not feel as
though they are at risk of closing before the pandemic is over. We discovered
that 67.5 percent of these firms said they do not have enough funds to stay open
for longer than a month if their cash flow is interrupted, and 79.1 percent of Main
Street SMBs that feel as though they are at risk of closure believe they would not
be able to stay open for a month if their revenue streams are interrupted.

The fact that so many firms have so little in emergency funds means that many
would likely be unable to survive if they had to shut down again, yet shutdowns
might be required if COVID-19 infection rates rise enough. This scenario is be-
coming more likely as the U.S. case count continues to climb, increasing from 4.4
million confirmed cases in July to 6 million confirmed cases in August!

" Coronavirus (COVID-19) Cases. Our World In Data. 2020. https://ourworldindata.org/covid-cases. Accessed September 2020.

Share of Main Street SMBs Share of Main Street SMBs

that do not have enough funds to that do not have enough funds to
stay open for even a week in the stay open for more than a month in
event of a revenue disruption the event of a revenue disruption

Firms in different industries tend to have different amounts of funds available in
case of emergency. Restaurants tend to have the most in emergency funds, for
example: 14 percent say they have enough stored away to stay open for more than
three months. Not a single professional service or manufacturing firm in our study
reported having access to so much in emergency funds.

On the other end of the spectrum are technology firms and retail trade firms,
which are the two least likely groups to have access to enough funding to stay
open for even a week. Our research shows that 46 percent of technology firms
and 42 percent of retail trade firms would not be able to keep their doors open

for a week if they experienced a disruption in their revenue streams.
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FIGURE 5:

HOW LONG FIRMS CAN REMAIN OPEN WITH THE
FUNDS THEY HAVE

Share of firms that have enough funds available to
remain open for select amounts of time
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FIGURE 6:

HOW LONG FIRMS CAN REMAIN OPEN WITH THE
FUNDS THEY HAVE

Share of firms that have enough funds to stay open
only for another month or less, by risk of closure
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RETAIL TRADE FIRMS

ARE AMONG THE MOST
VULNERABLE TO A CASH
FLOW DISRUPTION, BEING
THE SECOND-MOST LIKELY TO
HAVE ONLY ENOUGH FUNDS
10 STAY OPEN FOR A WEEK OR
[ ESS IN CASE OF EMERGENCY.

HOW LONG FIRMS CAN REMAIN OPEN WITH THE FUNDS THEY HAVE
Share of firms that have enough funds available to remain open for select amounts of time, by industry
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PART II: A CAUSE FOR OPTIMISM?

Most Main Street businesses think recovery
will happen faster than most consumers do.
That perception could potentially derail those businesses
if they do not have access to capital and daily sales.

Main Street SMBs tend to be optimistic about how long they expect the pan-
demic to last, but both Main Street SMBs and consumers tend to believe that
the pandemic will last longer than they previously thought it would. The average

Main Street SMB owner now believes that the pandemic will last 248 more days,
months longer than the 177 days they expected it to last in March. The average
consumer, on the other hand, expects the pandemic to last 371 more days, more
than twice the 145 additional days they expected it to last in March. The pan-
demic has already lasted far longer than consumers initially expected, and their
expectations for how long it will last are continually changing. The longer it lasts,
the longer both SMBs and consumers believe it will take before the pandemic’s

impact on their businesses and lives will subside.

Main Street SMBs that feel they are at risk of closing before the pandemic ends
are the most pessimistic of all. At-risk Main Street SMBs believe it will take an
average of 276 days before they recover from the pandemic’s impact. SMBs that
are not at risk believe it will take an average of 204 days. This means that at-risk
SMBs expect the pandemic to last more than two months longer than SMBs that
are not at risk, on average.
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FIGURE 8:

HOW LONG FIRMS EXPECT IT TO TAKE TO RECOVER FROM THE PANDEMIC SLOWDOWN
Number of days firms expect to elapse before their local economies recover, by date
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FIGURE 9:

HOW LONG FIRMS EXPECT IT TO TAKE TO RECOVER FROM THE PANDEMIC SLOWDOWN
Number of days firms expect to elapse before their local economies recover, by risk of closure

204 | 276
DAYS | DAYS

NOT AT RISK AT RISK

© 2020 PYMNTS.com All Rights Reserved



PART IlI: MAKING ENDS MEET

The pandemic’s impact on consumer demand
is Main Street SMBs’ biggest risk.

Many Main Street businesses operating with sparse emergency funding are also
having revenues decrease directly as a result of the pandemic. Eighty-eight percent
of all Main Street SMBs said back in March that the pandemic had a significant
impact on their revenues. The share of Main Street SMBs saying the pandemic has
significantly impacted their revenues has been going down over time but is still
at 75 percent. This underscores just how deep-rooted the Main Street SMB cash
flow crisis truly is.

The pandemic’s impact on firms’ bottom lines depends considerably on their
industries, however. Restaurants are the most likely to say the pandemic has sig-
nificantly decreased their revenues, with 94 percent saying so. Technology firms
are the least likely to say their revenues have been significantly impacted by the
virus, in contrast, with 69 percent of all Main Street technology businesses claim-
ing their firms are suffering reduced revenues as a result of the pandemic. This
does not bode well for Main Street at large. The fact that so many businesses are
still suffering from reduced consumer demand despite many local economies
having reopened to varying degrees strongly suggests that their financial troubles
are likely to continue until the pandemic itself has subsided.

This finding is also supported by the fact that Main Street SMBs that have been hit
hardest by the pandemic are the most likely to say that their financial stability has
worsened since March. Our research found that 86 percent of Main Street SMBs
whose financial situation has worsened since the first two weeks of the pandem-
ic say that the health crisis has significantly decreased their revenues. Sixty-two
percent of Main Street SMBs that are not at risk and whose financial situations
have not changed since the pandemic began say that the pandemic has signifi-
cantly decreased their revenues.

FIGURE 10:

HOW MANY FIRMS’ REVENUES HAVE BEEN
IMPACTED BY THE PANDEMIC

Share of firms reporting significant decreases in
revenue due to the pandemic, by date
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FIGURE 11:

HOW MANY FIRMS’ REVENUES HAVE BEEN
IMPACTED BY THE PANDEMIC

Share of firms reporting significant decreases in
revenue due to the pandemic, by industry
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FIGURE 12:

HOW MANY FIRMS’ REVENUES HAVE BEEN
IMPACTED BY THE PANDEMIC

Share of firms reporting significant decreases in
revenue due to the pandemic, by risk of closure
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PART Ill: MAKING ENDS MEET

Main Street businesses are actively managing expenses
to improve their cash flow, which includes aligning
their workforce with reduced capacity requirements.

Main Street businesses facing cash flow shortages and decreased revenues have
few available options for mitigating the pandemic’s impact on their finances. Many
Main Street SMBs are curbing their costs using other means, particularly by re-
ducing their payroll — whether that means reducing the size of their staff or
paying their employees less for the same amount of work. The share of Main
Street SMBs that have reduced their payroll has increased since May, in fact, with
42 percent now saying they have taken that action. Thirty-two percent reported
doing so in May. It therefore appears that Main Street SMBs are passing on their
financial hardships to their employees in many instances.

One aspect of Main Street SMBs’ finances appears to have improved since March:
their ability to pay their bills. The share of Main Street SMBs that have not paid
their suppliers, rent or other monthly bills has decreased since May. Eight percent
of Main Street SMBs say they were not able to pay their suppliers in August, for
example, compared to 10 percent that did not pay their suppliers in May.

Main Street SMBs have also gotten better about paying their rent and other monthly
bills. Only 8 percent of Main Street SMBs did not pay rent in August, whereas 13
percent did not pay rent in May. Only 6 percent of Main Street SMBs report not
paying their other monthly bills now, yet 12 percent of Main Street SMBs did not

pay their monthly bills back in May.
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FIGURE 13:

HOW FIRMS HAVE ATTEMPTED TO MITIGATE
THE PANDEMIC’S FINANCIAL IMPACT

How firms have attempted to mitigate the
pandemic’s financial impact, by date
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PART Ill: MAKING ENDS MEET

PPP loans have done little to stabilize

the Main Street businesses that were most at risk in March.

PPP loans were originally intended to assist businesses that were at risk of closing
as a result of the pandemic, but even those businesses appear to have reaped
little benefit from the program. Our research shows that 51 percent of all Main
Street SMBs that are at risk of closing have had to reduce payroll to mitigate the
pandemic’s impact on their finances, even though 44 percent have applied for
PPP loans. Main Street SMBs that are financially stable enough to feel they are
not at risk of closing before the pandemic ends are less likely to have applied
for PPP loans and also to have had to reduce payroll. Thirty-five percent of these
Main Street SMBs that are not at risk of closing have applied for PPP loans, and 34
percent have had to reduce payroll to stay afloat.

At-risk Main Street SMBs are also more likely to have stopped paying their sup-
pliers, their rent or their monthly bills in an effort to stay afloat. Twelve percent of
them are not paying their suppliers, 13 percent are not paying rent and 10 percent
are not paying their monthly bills. We found that 5 percent of Main Street SMBs
that are not at risk of closure are not paying their suppliers, 3 percent are not

paying rent and 2 percent have stopped paying other monthly bills. This not only
underscores the dire financial situation many Main Street SMBs are facing in the
midst of the pandemic but also suggests that their cash flow troubles are being
passed on to their suppliers, their landlords and their other business partners.
This serves as a sobering reminder that even Main Street SMBs that are not cur-
rently at risk of closure are still vulnerable to sudden changes in their cash flow
in this highly uncertain economic environment.

FIGURE 14:

HOW AT-RISK AND NOT-AT-RISK FIRMS HAVE
ATTEMPTED TO MITIGATE THE PANDEMIC’S
FINANCIAL IMPACT

Share that have taken select measures to help
alleviate the pandemic’s financial impact, by risk of
closure
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PART Ill: MAKING ENDS MEET

Restaurants have generally taken more palliative TABLE 2:
agm =y = HOW FIRMS IN DIFFERENT INDUSTRIES HAVE ATTEMPTED TO MITIGATE THE PANDEMIC’S
measures to mitigate the pandemic’s impact FINANCIAL IMPACT

Share that have taken select measures to help alleviate the pandemic’s financial impact, by industry

on their finances than firms in other industries.

Professional

Cocr:)s::gac :i?nngor Technology Retail trade Manufacturing services Restaurant
- Reduced payroll 35.3% 43.8% 54.8% 44.7% 38.9% 66.7%
There are certain industries in which these cash flow shortages are particularly
. _ _ - Applied for PPP 31.8% 48.8% 30.6% 46.8% 30.6% 55.6%
pervasive, foremost the restaurant industry. Restaurants are the most likely of all
. .  Applied for SMB loan 20.0% 38.8% 19.4% 25.5% 5.6% 38.9%
Main Street SMBs to have reduced their payrolls to stay afloat, as 67 percent of all
. . « Did not pay supplier 5.9% 10.0% 1.6% 8.5% 8.3% 16.7%
restaurants have reduced their payrolls to help save cash. Construction and con-
. . . « Did not pay rent 5.9% 10.0% 3.2% 10.6% 8.3% 16.7%
tracting firms are the least likely to have done so, by contrast. Just 35 percent of ’ ’ ’ ’ ’ ’
. e . - Did not thly bill 71% 5.0% 1.6% 6.4% 5.6% 5.6%
construction and contracting firms have had to reduce their payrolls to cut costs 16 noT pay monthy BT ’ ° ’ ° ° °
oy . . . 1 (o) 0, 0, 0, (o) 0,
and mitigate their cash flow shortages. No action 38.8% 15.0% 24.2% 17.0% 36.1% 16.7%
- Other 47% 0.0% 4.8% 6.4% 0.0% 5.6%

It follows that restaurants would also be the most likely to have applied for PPP
loans and other SBA loans, and that professional service firms would be among
the least likely to have done so. Our survey reveals that 56 percent of all restau-
rants have applied for PPP loans and 39 percent have applied for standard SBA
loans. This compares to the 31 percent of professional service firms that have
applied for PPP loans and the 6 percent that have applied for standard SBA loans.

That t t Main Street USA h lied for PPP [ d
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their financial stability.

ARE THE MOST LIKELY TO
HAVE TAKEN NO PALLIATIVE
MEASURES TO DEFEND
AGAINST THE PANDEMIC'S
FINANCIAL IMPACT AT ALL.
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ain Street SMB owners are enjoying an emotional high

thanks to the recent reopening of their local economies

and modest increases in consumer demand for their

products. Increased sales have offered them a temporary

reprieve from what had been a grim economic outlook,
and there are genuine signs that some businesses are beginning to recover
from the pandemic’s financial impact, such as in their increased ability to
pay their suppliers, their rent and other monthly bills.

The trouble is that there are also many signs of an impending financial crisis
looming just below the surface. Many Main Street SMBs are still taking pal-
liative measures to reduce their costs in the face of widespread cash flow
crunches, and the majority of Main Street SMBs do not have the funds they
would need to survive another disruption in their revenue streams, placing
them in a highly unstable position. Another shutdown could bring them
to the brink of closure. This scenario is looking increasingly likely as the
number of COVID-19 infection rates continue to increase and some local
economies are forced to revert or slow their reopening plans. It is therefore
clear that the question of whether these Main Street SMBs will be able to

survive the pandemic hinges on how long it will take for the pandemic to

subside.

METHODOLOGY

PYMNTS issued a survey to 465 SMBs with brick-and-
mortar presences in commercial areas (Main Street)
on August 6 as a follow-up to its March 24, April 6,
April 20 and May 8 surveys, which examined how small
U.S. firms were coping with the financial impact of
the COVID-19 pandemic. SMBs in our sample hailed
from 21 industries, with our analysis focusing on their
implementation of new digital commerce capabili-
ties and their likelihood of maintaining and expanding
them after local economies reopen.
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The Pandenomics series may be updated periodically. While reasonable efforts are made to
keep the content accurate and up to date, PYMNTS.COM: MAKES NO REPRESENTATIONS OR
WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS, ACCURACY,
COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR RESULTS THAT MAY BE
GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT WILL SATISFY YOUR
REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAIL-
ABLE” BASIS. YOU EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK.
PYMNTS.COM SHALL HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS
PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD TO THE CONTENT, INCLUDING THE
IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE, AND
NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION OF
CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO NOT APPLY. PYMNTS.
COM RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO
MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE CONTENT OR ANY COMPO-
NENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS.COM SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR,
SHALL NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES,
OR DAMAGES FOR LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR
RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE,
TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS.COM HAS BEEN
ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY FOR
INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE LIMITA-
TIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY PYMNTS.
COM AND ITS PARENTS, AFFILIATED AND RELATED COMPANIES, CONTRACTORS, AND SPON-
SORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES, AGENTS,
CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS.COM is the
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