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(Continued on page 2)

Manufacturers and distributors were among the first sectors to feel the impact of the 
COVID-19 pandemic. Supply chains took an immediate hit as travel restrictions and 
distancing guidelines went into place across the globe. Organizations may continue 

to feel the effects during the recovery phase as social distancing guidelines augment 
typical production environments and suppliers respond to the financial repercussions of the 
pandemic’s disruption. 

A number of strategies may be available, however, to help manufacturers and distributors 
expedite their financial recovery as they adjust to the new normal. Tax relief provisions, 
insurance process updates, and monitoring of key performance indicators can provide liquidity 
relief together with insight into the manufacturing and distribution recovery process. The 
following provides a closer look at these objectives.
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Tax Relief

Recent COVID-19 legislation, including the Families 
First Coronavirus Response Act (FFCRA) and the 
Coronavirus Aid, Relief, and Economic Security (CARES) 
Act enhanced tax planning opportunities. Among other 
measures, the legislation created an employer Payroll 
Tax Holiday and an Employee Retention Credit. The 
Payroll Tax Holiday applies to the employer portion of 
Social Security taxes on wages that span March 27 
through Dec. 31, 2020, so long as the employer did not 
obtain forgiveness on any Paycheck Protection Program 
(PPP) loans. The Employee Retention Credit covers up to 
50% of qualified wages between March 13, 2020, and 
Jan. 1, 2021, regardless of whether an entity receives 
forgiveness for a PPP loan. 

The CARES Act also opened up the ability to carry back 
net operating losses (NOLs) to the previous five tax years, 
applicable to losses that arise during 2018 to 2020. For 
organizations with fewer than 500 employees, utilizing the 
FFCRA’s Paid Sick and Paid Family Leave Credits provides 
payroll tax benefits to employers that compensate 
employees for this needed additional time off related to 
the COVID-19 pandemic. The limitation on deductions 
for business interest was also increased from 30 to 50% 
for many businesses during 2019, and all businesses 
during 2020. Additionally, there are new procedures to 
implement the fix to the retail glitch, a drafting error that 
limited an organization’s ability to deduct improvements 
to qualifying property. 

Combined, these tax relief measures can significantly 
decrease 2019 tax liabilities due in 2020, and potentially 
create opportunities for tax refunds from 2018. 

New Tax Opportunities

Your organization may find that it qualifies as a small 
taxpayer for the 2020 or 2021 tax year if your operations 
were severely impacted by the pandemic. The Internal 
Revenue Code classifies a small taxpayer as one that 
is not a tax shelter (35% or more of losses allocated to 
limited partners or limited entrepreneurs) and that has a 
three-year average of gross receipts that does not exceed 
$26 million (indexed of inflation). 

Designated small taxpayers are not subject to business 
interest limitations, and they are also eligible to use the 
cash method of accounting. Additionally, if you qualify 
as a small taxpayer, you may also be able to opt out of 
previous provisions for accounting for inventory as well 
as being able to dismiss uniform capitalization rules. 
Long-term contracts may now be classified under an 
exempt-contract method (such as completed contract 
method). Additionally, higher revenues from a specified 
service trade or business (SSTB) can qualify for the 

(Continued on page 3)

Additional Industry Insights

COVID-19 Resource Center
This extensive source of articles and webinars 
covering tax, legislative, employee & HR, financial 
management, risk and operations issues is updated 
daily so check back often – access it here.

Featured Guides & Webinars
2020 Employee Benefits 
Benchmark Report

Newly revised! Read about 
key trends, challenges for 
employers and strategies 
to overcome them. The 
report covers how to control 
skyrocketing benefits costs, 
what you competitors are 
doing and what your employees  
want most. Get your copy here.  

BIZGrowth Strategies:  
COVID-19 Special Edition

Hot off the presses! Offers 
valuable information on 
various business and 
personal topics to help 
you through COVID-19 and 
beyond. Get your copy here.

Tax Planning in Recessionary Times – 
June 22, 2020 from 1:00 - 2:00 P.M. CDT 

This presentation will explore consequences of 
debt modifications and workouts, the timing of tax 
deductions associated with losses that result from 
federally-declared disasters, the impact of business 
valuations on loss carryforwards for corporations 
experiencing ownership changes, and the impact of 
valuations on estate planning and wealth transfer 
strategies. Access the recording here.

PPP Loan Forgiveness: Time to Update  
Your Planning – June 24, 2020 from  
1:00 - 2:30 P.M. CDT 
Changing eligibility requirements have made it 
difficult for loan recipients to understand how much 
of their PPP loan they may have to pay back. Learn 
about fine tuning your data elements and combining 
PPP loan forgiveness with other tax benefits of the 
CARES Act. Access the recording here.

2020 Employee Benefits  Benchmark Report
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Your Team.

5 Business Continuity Lessons Learned
from COVID-19

Cost-Savings Strategies Beyond COVID-19: Keep Benefit Plans  
Top of Mind

— Special  COVID-19 Edition —

Creating Personal 
Financial Opportunity 

During a Downturn

Engaging 
Remote Employees

During COVID-19 & Beyond

Creating Personal 
Financial Opportunity 

During a Downturn

Engaging 
Remote Employees

During COVID-19 & Beyond

How to Monetize the Tax Changesin the CARES Act
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the COVID-19 pandemic created a dynamic operating 
environment. You may find that you need to move away 
from an infrequent and lagging profit and loss (P&L) 
focused review to a more frequent and timely review of 
KPIs to identify new developments and opportunities. 

Now is the time to implement dashboards and 
performance reporting processes that highlight key 
drivers of financial performance, including revenue, cost, 
and working capital so that management teams focus on 
what can be influenced in the short term. 

You may also find value in creating ongoing cash 
flow forecasting processes that reflect supply chain 
considerations for your materials and inventory. For 
example, if you expect to experience a disrupted supply 
chain over the next several weeks, your organization 
may want to account for accelerated disbursements 
associated with ramping up safety stock and average 
inventory on-hand. 

Lastly, manufacturers and distributors should move to 
the regular (e.g. monthly at a minimum) use of a flexible 
three-statement forecasting model that includes at least 
three scenarios— Best, Most Likely, Worst — for how 
management expects the organization to perform. Using 
a comprehensive, assumption-based model to forecast 
the P&L and balance sheet (B/S) will help identify more 
nuanced dependencies in the financial position of the 
business. For example, you might find that you do not 
expect to have the cash required to increase inventory 
balances to the desired coverage level given the next 
three months of anticipated sales with a growing 
customer days sales outstanding (DSO). 

See also: The 13-Week Cash-Flow: An Important 
COVID-19 Survival Tool for Your Business

Final Thoughts

Efforts made now to optimize tax liabilities, insurance 
coverage, and financial performance management may 
help your organization come through the recovery phase 
poised for its new normal. Potential tax savings and 
policy premium savings from reduced exposure from 
downtime may provide some breathing room to cash 
flow to make adjustments to operating strategies, such 
as production environment and inventory changes. Up-
to-date dashboards can provide the insight to see how 
those pivots are affecting your organization’s financials, 
and early indicators about what the new normal may 
look like for revenues. 

Your Team

Feel free to contact us for additional information about 
the recovery process. You may also visit our Resource 
Center to learn more regarding business impacts and 
strategies to navigate uncertainty. 
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QBI deduction not traditionally available for companies 
treated as a SSTB.

Another tax opportunity that may be available falls 
under Section 165(i). This code provision permits you 
to take a loss otherwise deductible under Section 
165(a) in a prior tax year, if the loss is attributable to a 
federally declared disaster. The COVID-19 pandemic is 
considered to be a federal disaster because President 
Trump invoked the Stafford Act on March 13. This could 
dramatically affect any tax obligations that would be due 
on July 15, 2020 (the extended 2019 federal income tax 
filing deadline).

See also: Turn Disaster to Cash - Claim 2020 Losses on 
2019 Returns

Manage Insurance Expectations

Although the COVID-19 pandemic disrupted operations, 
you will not be able to utilize business interruption claims 
because these property coverage policies require a 
covered property loss to have occurred. A COVID-19 virus 
outbreak at your facility might also make you eligible to 
take a liability claim. 

Additional industry-wide insurance changes may be 
coming due to the unprecedented scale of disruption. 
Some federal and state legislation is now being discussed 
that may force insurers to cover certain claims, but 
this will most certainly be met with a multitude of legal 
challenges, and possibly be left to the states’ supreme 
court for a final determination.  The more likely response 
will be the enactment of a federal backstop to protect 
businesses in the event of a future pandemic, much like 
the Terrorism Risk Insurance Act of 2002, which was 
enacted after the events of 9/11. You should prepare for 
potential liabilities associated with reopening by putting 
the safety of employees and clients first, as well as 
keeping accurate records of related expenses. 

Be mindful when making any decisions about your 
insurance coverage that anticipate the business 
landscape because if the pandemic has demonstrated 
anything, it’s unpredictability. Just because operations 
appear to be stabilizing, your new exposure may be quite 
different depending on the maneuvers you have made to 
adjust to this period of uncertainly.

See also: See also “P&C Market Outlook: 2020 Insurance 
Planning Insights” in this issue and online here.

Monitoring Recovery Progress

One of the most crucial elements manufacturers and 
distributors will need to prepare for their COVID-19 
recovery involves a clear understanding of their current 
and expected financial performance. The situation around 

(Continued from page 2)
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develop the most favorable underwriting profile, as well 
as the most favorable terms, conditions and pricing.

The experience and expertise of your insurance broker is 
your most valuable resource to help you prepare for all 
aspects of the underwriting process.

Type of coverage – The forms of insurance you are 
seeking, as well as the details of the coverage (e.g., limits 
of liability and value of insured property), will affect your 
insurance pricing.

Size of your business – As a general rule, the more 
employees your business has and the larger your revenue 
is, the more you will typically pay for your insurance.  

Industry – Some industries carry more risk than others, 
and often additional factors come into play to determine 
the risk rating. For example, construction is considered 
a higher risk in New York City, in part because the 
Scaffold laws permit injured workers to sue for Workers 
Compensation benefits and make a General Liability 
claim (where the norm elsewhere is to collect Workers 
Compensation only). For truckers, payload may determine 
risk - hauling fuel is a much higher risk than hauling other 
benign or inert cargo. A fireworks manufacturer is going 
to be higher risk rated than a manufacturer of widgets. 
As you would expect, the higher the risk the more likely 
an insurance claim could be filed and thus, insurance 
premiums are higher.

Location of your business – If your business is located in 
an area prone to certain natural disasters, insurers may 
determine that your facility is more at risk for property 
damage, which translates to higher insurance premiums.

By CBIZ INSURANCE SERVICES, INC.

For 2020, the insurance market has reached a 
crossroads. After approximately 20 years of a soft, 
buyer-friendly insurance market, we are facing a 

firming or hardening market – one that is less friendly to 
insurance buyers. 

While the effects of this hardening insurance market 
on your business will depend on a variety of factors, 
many businesses will see premium increases for their 
insurance coverage overall. In fact, for some types 
of coverage, businesses may see double-digit rate 
increases at their next renewal. The timing of these 
market changes is further compounding this difficult 
situation as these market movements are unfolding as 
COVID-19 continues to upend life and business as  
we know it.

While the full human and economic cost of COVID-19 
has yet to be seen, it’s clear that it has had a profound 
influence on businesses across the country. In many 
cases, businesses are facing challenges related to 
operational changes, the health and safety of their 
workforce, new compliance requirements and revenue 
forecasts. COVID-19 is sure to influence the Property & 
Casualty insurance industry, likely from both an operating 
model and pricing perspective. 

Now more than ever, it’s essential for businesses 
to take a proactive approach when it comes to risk 
management and insurance policies. Put another 
way, in an insurance and risk environment with many 
unknowns, businesses should focus on addressing the 
factors they can influence. Below we highlight several 
key factors for your consideration. 

Factors that Influence Your Rates

There are many contributing factors to a hardening 
market – notably catastrophic (CAT) losses from 
disasters, inconsistent underwriting profits (the difference 
between the premiums an insurer collects and the money 
it pays out in claims and expenses), eroding investment 
returns that otherwise provide positive stability even 
when the insurance company experiences negative 
underwriting results, the overall economy as a whole, and 
the cost of reinsurance (basically, the cost of coverage 
for insurance companies). These are all dynamic market 
forces which insured’s have little or no control.

In a hardening market, business owners who proactively 
address factors that are specific to their business will 

P&C MARKET OUTLOOK: 

2020 Insurance Planning Insights
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Claims history – Your business’ claims history, often 
referred to as your loss history, will have a significant 
impact on insurance rates. If your business has an 
extensive claims history, insurance carriers will tend to 
consider your company more likely to file future claims. 
This, in turn, means that your business will be viewed 
as risky to insure, subjecting you to higher commercial 
insurance premiums.

Hard markets make underwriters more critical, so it’s 
prudent to come prepared for any concerns the underwriter 
may address. You will want to audit your information for 
accuracy (e.g., list of assets or employees) and know your 
loss history. Underwriters will take into consideration 
factors contributing to a specific loss and the steps you 
have taken to mitigate the risk of a future loss. 

Risks and Trends to Watch in 2020

Social Inflation – This is a term used to describe a group 
of societal trends that are influencing the ever-rising costs 
of insurance claims and lawsuits. Increased litigation 
is at the root of this trend. Insurance covered litigation 
funding allows most or all of the costs associated with 
litigation to be covered by a third party, which has 
increased the volume of cases and increased the cost of 
litigation since plaintiffs are able to take cases further 
and seek larger settlements. This situation is made 
more challenging by an increasing public perception that 
businesses – particularly large ones – can afford the 
cost of any damages. In the current environment, nuclear 
verdicts (awards of $10 million or more) have become 
more common. Ultimately, these factors transfer to policy 
holders paying higher cost for coverage.

Extreme Weather Events – In 2019, wildfires plagued 
the West Coast; California alone recorded more than 
47,000 wildfires. In the Midwest, flooding along the 
Mississippi River and its tributaries caused an estimated 
$6.2 billion in damage across 13 states. On the East 
Coast, the hurricane season caused billions of dollars in 
damage and affected multiple states along the Atlantic 
Ocean. As disasters such as severe storms, extreme 
temperatures, wildfires and flooding become more 
frequent, expect to see more emphasis around weather 
readiness, especially from an insurer’s perspective. 
Policyholders who take steps to fortify their property (e.g., 
using fire-resistive materials, reinforcing roofs) could 
enjoy premium discounts.

COVID-19 – The COVID-19 pandemic continues to be a top- 
of-mind concern for organizations and individuals across 
the globe. While many essential businesses (e.g., hospi-
tals, pharmacies, grocery stores, gas stations) remained 
open, other operations deemed nonessential have shut 
down temporarily, changed the nature of their operations 
or may be considering closing their doors for good. 

Business interruption started to receive national (and 
international) attention towards the latter half of March, 
as disputes between restaurants and carriers reached 
the mainstream media. Arguing that COVID-19 constitutes 
physical damage and triggers coverage under the civil 
authority clause in their policies, many businesses 
submitted business interruption claims for losses incurred 
by forced closure under government orders. However, 
insurers have aggressively denied claims for COVID-19-
related losses under a variety of theories.  

Federal Responses to Business Interruption (BI) Loss

Two approaches are under consideration to manage  
future business interruption losses – one a public/private 
partnership, the other a federally funded program. These  
proposals reflect different approaches to federal involve-
ment in responding to BI losses from pandemic events. 

The Pandemic Risk Insurance Act (PRIA) of 2020 
(H.R. 7011) is intended to create a new market for 
private commercial insurance coverage for pandemic-
driven business interruptions and event cancellations. 
Insurer participation in this approach is voluntary, but 
participating insurers would be required to provide 
coverage for pandemics in all of their business 
interruption insurance policies. This would provide 
insurers that choose to offer BI coverage for pandemic 
events a federally funded backstop to reimburse them for 
a portion of their loss payments. 

The Business Continuity Protection Program (BCPP) 
is built on the premise that pandemics are simply not 
insurable risks; they are too widespread, too severe 
and too unpredictable for the insurance industry to 
underwrite. Under the BCPP program businesses would 
purchase the federal revenue replacement assistance 
through state-regulated insurance entities that participate 
with BCPP on a voluntary basis, but the aid would come 
from FEMA. The program would be automatically triggered 
upon declaration of a federal public health emergency. 
Relief payments would be paid immediately once there is 
a presidential viral emergency declaration. No advance 
documentation or claims adjustment is needed, the trade 
groups reported. 

Both PRIA and BCPP are forward-looking programs. 
In an effort to secure reimbursement for current 
pandemic losses yet keep the issue out of expensive, 
multi-year court fights that would not benefit those 
needing help right now, the Business Interruption 
Group has offered a middle-ground proposal. Basically, 
if a policy clearly excludes pandemics, then the 
issue is over as no reimbursement is due. If there is 
no exclusion for pandemic or virus, then there is no 
case because reimbursement should be made by the 
insurer. However, for those less clear-cut cases where 
insureds and insurers have realistic arguments for 

(Continued on page 6)
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and against coverage, the group proposes a federal 
subsidy program, which would reimburse insurers that 
voluntarily pay pandemic-related business interruption 
claims. This proposal was described to the U.S. House of 
Representatives Committee on Small Business during a 
May 21 Congressional Forum. Introduction of a bill based 
on this idea is expected in the near future.

Lines of Coverage Price Forecast

As we have discussed, insurance premiums are 
determined by a multitude of factors and differ per 
organization. Price forecasts are based on industry 
reports for individual lines of insurance. Forecasts are 
subject to change and are not a guarantee of premium 
rates but can be useful in the planning stage and in 
discussion with your insurance advisor or broker. These 
forecasts should be viewed as general information and 
not insurance or legal advice.  

■  Address any open 
insurance carrier 
recommendations 
prior to renewals. 
Insurers will be 
looking at your loss-
control initiatives 
closely. Taking the 
appropriate steps 
to reduce your risks 
whenever possible can 
make you more attractive 
to underwriters.

■  Pinpoint your exposure and cost 
drivers; identify the best loss -control solutions to 
address your unique risks.

■  Create a solid business continuity plan to account 
for disasters and other unpredictable risks.

■  Build a company culture focused on safety.
■  Manage claims efficiently to keep costs down.

LINE OF COVERAGE PRICE FORECAST 

Commercial property ■  Non-CAT exposed: +10% to +20%
■  CAT exposed: +10% to +30%
■  CAT exposed with poor loss history: +25% to 50%

General liability ■  Overall: +2.5% to +10%

Excess and umbrella liability ■  High risk: +25% or more
■  Low to moderate risk: +15% or more

Commercial auto ■  Overall: +6% to +12% or more

Workers’ compensation ■  Overall: -2% to +2%

Cyber liability ■  Overall: Flat to +10%

Directors and officers liability ■  Public companies: +17% to +50% or more
■  Private/nonprofit companies: +5% to +35%

Employment practices liability ■  Certain states and industries: +5% to +25%
■  Overall: +5% to +15%

Tips for Insurance Buyers

Preparing for market changes takes an integrated 
insurance purchasing and risk management approach, 
where buyers are prepared for possible coming changes. 
We recommend that you work with your insurance broker 
to begin the renewal process early in order to put your 
best foot forward. These specific suggestions should help 
you in that process:

■  Examine the design of your property insurance with 
your insurance broker. 

■  Gather as much data as possible regarding 
your exposures and existing risk management 
techniques. Be sure to work with your insurance 
broker to highlight any business continuity plans 
and loss control measures you have in place.

Additional Resources

■  Is your broker part of your risk management team? 
■  The ILO six-step COVID-19 business continuity plan 
■  5 Business Continuity Lessons Learned from 

COVID-19 
■  Improving Cyber Safety in Remote Work Scenarios 
■  Safety Toolkit to Mitigate Your Risk (free download) 

Your Team

For more information regarding the issues discussed in 
this article, don’t hesitate to contact your CBIZ advisor 
or the CBIZ Insurance professionals. The CBIZ COVID-19 
resources center provides up-to-date COVID-19 content 
and webinars (live and recorded) touching on tax & 
legislative, employees & HR, financial management, and 
risk & operations topics. 
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By COREY PAYNE and TIMOTHY GLENN

Business as usual has changed as a result of the 
current pandemic and subsequent stay-at-home 
orders. As companies forge a path ahead, they must 

have the right tools in place to ease the transition to our 
new normal. Contact tracing and absence management 
have become critical transition tools. Perhaps even more 
importantly, employers will need to recruit and retain 
employees to successfully emerge from what has been, in 
some cases, a devastating blow to the workforce.

Contact Tracing

The World Health Organization (WHO) and other 
professionals in the field infectious diseases stress 
that when someone has an infectious disease, such as 
COVID-19, managing their potential for transmitting the 
illness to others is a challenge to public health. To reduce 
the spread of the disease, those who have had contact 
with an infected person should be notified as quickly as 
possible so they can receive appropriate care and self-
isolate. Contact tracing is the process for monitoring 
people in close contact with someone infected. According 
to WHO this process is comprised of three steps:

1. Contact Identification
2. Contact Listing
3. Contact Follow-up

According to the Centers for Disease Control (CDC), 
contact tracing is essential to halting the chain of 
COVID-19 transmission. In the context of the workplace, 
without visibility into who was working when and with 
whom, this process can be cumbersome. Yet, access 
to information that can quickly identify employees who 
may have come into contact with an infected individual is 
business-critical. 

The question then becomes, how can a business 
effectively contact trace at a manufacturing facility with a 
thousand employees? There certainly is no one-size-fits-all 
solution. In one instance, a company in Holland, Michigan 
developed contact tracing badges as a prevention tool. 
These badges are programmed to vibrate when social 
distancing protocols have been breached. The process also 
allows for the storage of contact tracing information for 90 
days. Employees simply wear the badge and, at the end of 
their shift, scan a QR code at a kiosk that stores the data. 
Although this may be a viable solution, it is still reliant on 
employees to be proactive in the process and, therefore, 
subject to employee cooperation and participation. An 
alternative solution involves creating reports in existing 

software (time and attendance, ERP). By identifying 
common cost centers at specific dates and times, 
employers can track potential worker exposures by utilizing 
reports they already have available.

Absence & Schedule Management

As states begin to relax restrictions and employers begin 
to rehire or resume staffing levels near normal, managing 
schedules and unexpected absences is more vital than 
ever. A recent survey conducted by the Workforce Institute 
at Kronos, Inc. showed 7% of labor hours are scheduled 
but not worked, resulting in a 7% direct impact on an 
organization’s labor budget. Alternatively, as a measure 
of reaction, the survey showed an average of 6% of labor 
hours worked but not scheduled (also known as worked 
but not needed).

The wider business impact of absenteeism is often 
hidden by the pure financial cost of labor. Financially, 
assuming employee contract terms dictate that 
employers pay only for hours worked, the cost of labor 
deployed is -1% of the planned labor budget (6% worked 
minus the 7% budgeted). On paper, this appears to be 
a financially positive labor cost savings; in reality, this 
means 13% of labor hours were not deployed as planned, 
indicating that alignment with customer demand has 
been compromised. Consequently, the 1% reduction in 
labor hours could easily translate into the 2% impact on 
bottom-line performance.

Building work schedules that accurately align with the 
demands of customers, businesses and employees is 

(Continued on page 8)

HCM Summer 2020: 3 Keys for a  
Smooth Transition to the New Normal 
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(Continued from page 7)

one of the most complex and time-consuming issues 
affecting managers. Modern workforce management 
solutions can simplify the forecasting and labor 
scheduling process by determining accurate demand 
forecasts built upon historical data, known events and 
algorithms. These tools, now aided by new machine 
learning and artificial intelligence techniques, can 
enhance accuracy and provide direction in optimizing 
the deployment of workers. 

Accurate labor planning begins with an accurate 
demand forecast, using budgeting functionality in 
workforce management solutions. When creating a 
subsequent staffing plan, employers must take the time 
to understand regional factors affecting recruitment, 
deployment and retention. Labor analytics can provide 
insight into the causes and correlations of absences 
while enabling managers to be proactive in mitigating and 
reducing their impact. 

Gone are the days of schedules written on a bulletin 
board; instead there are real-time alerts delivered directly 
to an employee’s mobile device. Employers are putting 
the power in the palm of the employee’s hand, and it’s 
resulting in increased productivity and a more engaged 
workforce. Employers who directly and efficiently deliver 
solutions and schedule reminders to their employees are 
reaping the rewards.

Knowing the data and identifying trends and anomalies 
is vital to strategic decision making. Likewise, in 
today’s manufacturing environment, it is critical to 
have a workforce management software (aka Time and 
Attendance) to alleviate the manual steps associated 
with scheduling and analytics. Current technology should 
address some of these key components of schedule and 
absence management: 

■  Approvals and communication between employee 
and manager

■  Shift swapping with or without manager 
involvement

■  Transparency to employees on schedule 
performance

■  Across-year and pay-period reporting
■  Mobile or other smart device functionality

Recruiting & Retaining 

Turnover can be extremely expensive when lost 
productivity and replacement costs are considered. 

With the most recent changes in the labor market, many 
companies are struggling to recruit and retain employees. 
Today’s employees are less committed to companies than 
they were 20 years ago, and millennials, for example, will 
stay at a job for fewer than three years. The question then 
becomes, how do employers combat the statistics? They 
do this by using creativity when it comes to recruitment 
and retention.

Job seekers desire a streamlined, user-friendly 
recruitment process. Employers can easily offer this by 
taking advantage of internet-based recruiting and job-
posting apps that make it easier for applicants to apply 
on their mobile devices. Employers can increase retention 
and enrich the employee experience by offering referral 
incentives or on-the-job perks, such as team lunches for 
achieving desired operational metrics. 

Above all, communication is a key component of 
employee satisfaction and retention, whether it involves 
discussions regarding performance and quality of work or 
looking forward to a career path within the organization. 
Employees are more likely to stick around if they are 
aware of the opportunities for advancement and know 
what actions they should take to reach their career 
goals. Simple questions can help in understanding 
what is important to employees. Is it work-life balance? 
Community involvement by the company? Great benefits? 

Finally, it is essential to hold managers accountable for 
retaining workers. Positive working relationships between 
managers and direct reports are critical not only to the 
success of the business but also to achieve a content, 
cohesive and productive workforce.  

Related Resources

■  Going Digital: How to Communicate Benefits to a 
Remote Workforce

■  2020 Employee Benefits Benchmark Report 

Your Team

For more information regarding the topics outlined above, 
don’t hesitate to contact the authors directly – Corey 
Payne 540.853.8081 or cpayne@cbiz.com and Tim Glenn 
540.345.6600 or timothy.glenn@cbiz.com. The CBIZ 
COVID-19 resources center provides up-to-date COVID-19 

content and webinars (live 
and recorded) touching 
on tax & legislative, 
employees & HR, financial 
management, and risk & 
operations topics.  

DISCLAIMER: This publication is distributed with the understanding that CBIZ is not rendering legal, accounting or other professional 
advice. This information is general in nature and may be affected by changes in law or in the interpretation of such laws. The reader 
is advised to contact a professional prior to taking any action based upon this information. CBIZ assumes no liability whatsoever in 
connection with the use of this information and assumes no obligation to inform the reader of any changes in laws or other factors that 
could affect the information contained herein. 
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By CBIZ VALUATION GROUP

Plans for 2020 changed abruptly with the outbreak 
of the COVID-19 virus. Operations may be starting 
to return to normal, but questions around the 

lasting repercussions of the pandemic remain. This is 
particularly true if your plan had been to grow through 
strategic acquisitions or to sell your company. While the 
dust from the COVID-19 pandemic settles, the following 
considerations may help guide your company in its 
evaluation of future complex transactions.

Understand How Business Valuations May Be Affected

Financial market disruption following the COVID-19 
pandemic creates a lot of grief with business valuation, 
because the traditional approach to business valuation 
involves market inputs. Past M&A deal making information 
will not be as useful, either, because of the unprecedented 
disruption brought on by the COVID-19 virus.

There are different valuation approaches to take that can 
paint a more representative picture of what a business 
may be worth during times of market disruption. Before 
you commit to a transaction, you may consider undergoing 
another valuation or reassessing past data to determine 
if additional valuation work may be useful. (For a more in-
depth look at the valuation issue, see our report here).

Recognize That Deal Timelines May Be Different

Buyers and sellers that had started serious deal-making 
conversations can expect longer turn times for the 
transaction, at least in the near-term. Additional due 
diligence may be needed to understand how a target’s 
operations were impacted by the pandemic or if pandemic-
related disruption may affect the buyer’s ability to finance 
the purchase. Management teams, boards, and other 
key stakeholders in the transaction may be generally 
more reticent to pull the trigger on deal terms given the 
uncertainty that still lies ahead. Federal stimulus measures 
continue to be discussed, and to the extent buyers or 
sellers have available liquidity, they may be more protective 
of those reserves while waiting to see how quickly the 
economy can get back to business as normal.

Anticipate How Disruption Could Affect Deal Structuring

Interest rates have been dropped to near record lows, and 
there are opportunities to restructure debt arrangements. 
At the same time, with so many companies forced to 
suspend parts of their operations, the ability to service 
existing arrangements also becomes a concern. The 

resulting disrupted debt market adds 
a wrinkle to deal structuring that 
both buyers and sellers should be 
mindful of when they re-evaluate 
their M&A plans. Lenders 
may be more particular 
before establishing new 
arrangements, and there may 
be additional risks involved.

Put Plans in Place to 
Maximize Future Value

Prior to the pandemic, we had 
record-breaking levels of dry powder 
in the private markets. Private equity 
and venture capitalists may still be looking to make 
strategic investments post-COVID, particularly if business 
values and interest rates have been slightly deflated by 
the COVID-19 repercussions. Businesses positioning 
themselves for sale can help make their organization 
more of an attractive target by retooling their approach to 
financial and key performance indicator (KPI) reporting. 
Be sure that your KPI and financial reporting provide real-
time updates throughout your road to recovery so that 
management teams get the timely insights they need to 
know if their strategies are effective. If your organization 
is seeing significant changes to its cash flows, it may also 
want to move to a 13-week cash flow forecasting model.

Stay Patient

Depending on the extent your organization’s cash flows 
were impacted by the pandemic and the success of 
federal stimulus efforts, recovery may be just around the 
corner. Organizations with M&A aspirations should be 
patient with the process and in the near-term, and focus 
efforts on what can be done to drive value internally, 
including implementing cost recovery strategies and 
taking advantage of favorable tax provisions that came 
from recent coronavirus relief legislation. 

M&A After COVID: What Companies
Looking at Buying or Selling Can Do Now

For More Information

For more information about how the 
COVID-19 pandemic affects your M&A 
strategy, reach out to Greg Watts, 
Managing Director, CBIZ Valuation Group. 
You can reach Greg at gwatts@cbiz.com 
(609.895.5315). Visit our COVID-19 

Resource Center for more insights into the coronavirus’ 
impact on business operations.
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And the survey says . . . the vast majority of 
manufacturers have kept their doors open, 
according to the Manufacturers’ Outlook Q2 Survey.

The bottom line: Despite a historic drop in 
optimism—to 33.9% from last quarter’s 
75.6%—and challenging business 
conditions, the vast majority (98.7%) 
of manufacturers have continued 
or only temporarily halted 
operations.

Combating the virus: The survey 
also shows that manufacturers 
are finding innovative solutions to 
keep businesses running and to 
protect workers and communities:

■  Almost 22% are retooling to 
produce personal protective 
equipment

■  67% are reengineering processes to 
reflect COVID-19 safety protocols

■  12% are completely reevaluating the mission of  
the firm

See full survey results and summary here.

Global Economic Trends – Major Markets

China was the only one of the top 10 markets for 
U.S.-manufactured goods to expand in May, returning 
to positive territory after pulling lower in April. In the 
previous month, most of the top 10 markets had 
contracted at paces that were either the worst since the 
Great Recession or at record lows. In May, seven of these 
economies saw improvements, albeit at rates of decline 
that remained quite severe. Here are more details on 
each of these major markets (in order of their ranking for 
U.S.-manufactured goods exports in 2019):

■  Canada: up from 33.0 in April, the worst reading 
since the survey began in October 2010, to 40.6 
in May. Data improved across the board, but 
with overall activity still the second-lowest ever. 
Respondents were optimistic in their outlook for 
future output.

■  Mexico: up from 35.0, a record low for a survey 
that began in April 2011, to 38.3. Demand and 
output improved from historic lows but continued 
to deteriorate sharply.

■  China: up from 49.4 to 50.7, the best reading since 

January, with the strongest monthly gain in output 
(up from 51.1 to 54.0) since January 2011. New 
manufacturing orders and employment stabilized 
somewhat but remained negative. Exports (up from 
33.7 to 41.7) improved in May after plunging at the 
fastest rate since December 2008 in April.

■  Japan: down from 41.9 to 38.4, its worst reading 
since March 2009. New orders, output and hiring 
fell at the fastest paces since the Great Recession.

■  United Kingdom: up from 32.6, the lowest reading 
in the survey’s 28-year history, to 40.7. New orders, 

output and exports recovered somewhat 
in May from jaw-dropping declines in 

April but still contracted severely. U.K. 
manufacturers are cautiously upbeat 

about future output, however, with 
that measure at a 3-month high.

■ Germany: up from 34.5, 
the lowest point since March 
2009, to 36.6. Demand, 
production and exports 
continued to deteriorate at 

sharp (but slower) rates. Hiring 
(down from 37.2 to 36.5) fell 

further, declining at its fastest 
pace since May 2009.

■ Netherlands: down from 41.3 to 
40.5, the largest deterioration in activity 

since April 2009. Very severe contractions 
occurred in demand, production and hiring in May, 
albeit with marginally slower rates of decline.
■  South Korea: down from 41.6 to 41.3, its lowest 

level since January 2009. Employment fell at the 
fastest pace in the survey’s history, which dates 
to April 2004. New orders, output and exports 
improved slightly but continued to decline very 
sharply.

■  Brazil: up from 36.0, a record low for a survey that 
began in February 2006, to 38.3, with progress 
across the board, even as activity remained the 
third-lowest ever. (The second-lowest reading was 
38.1 in January 2009.)

■  France: up from 31.5, an all-time low in the 
survey’s 22-year history, to 40.6. Demand, 
production and employment improved somewhat 
from record low rates but continued to deteriorate. 
Future output remained negative, albeit with 
expectations of declines that were better than the 
record low rate anticipated in April.

More from the NAM – including COVID-19 resources

Visit https://www.nam.org/ for other NAM news 
and insights and the NAM’s Coronovirus Resources, 
including extensive up-to-date information on state and 
local declarations and their impact on manufacturing 
operations and facilities.

News from the NAM
Selected Information from the National  
Association of Manufacturers newsbriefs
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