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Small and Medium-Sized 
Businesses and the Recession

Organizations are facing the recession with their own unique challenges depending ■■

on their industry, workforce, customer base, competitors and organization size. 
While smaller businesses are experiencing an exceptionally tough environment for ■■

maintaining strong benefits programs, they offer other advantages that may be 
making them more attractive to job seekers.
While overall employees from businesses of all sizes agree on the most important ■■

determinants of job satisfaction, there are some important differences.

A tough year  �������������������������������������������������������������������������������������������������������

There is no doubt about it; this has been 
a difficult year for businesses of all sizes. 
Employment was already down and anxiety 
about market volatility was running high 
when the credit markets collapsed in 
October 2008. Consequently, businesses 
were unprepared and rushed to free up cash 
quickly. For many, the first move was to cut 
labor costs by reducing headcount. Thus 
began several excruciating months of mass 
layoffs and job losses. 

For the many HR professionals who 
have had to deliver the bad news to their 
employees, the most important goal has 
been to carry out the process in a way that 
treats employees with dignity and respect. 
Many organizations are also looking for as 
many alternatives as possible before even 
considering layoffs. Smaller organizations 
in particular are finding that aside from the 

devastating impact layoffs have on employee 
morale, reducing head count makes it next 
to impossible to maintain their ability to 
produce their products and services. So 
even though payroll is likely their biggest 
expense, smaller organizations appear to 
be avoiding layoffs more than medium and 
larger companies.

This is evidenced in the most recent 
Society for Human Resource Management 
(SHRM) Labor Market Outlook (LMO) 
report. SHRM began fielding this quarterly 
survey at the end of 2008 and has now 
produced three survey reports, one for each 
of the three quarters so far in 2009. The 
findings reveal that in each quarter of 2009, 
small and medium-sized businesses were 
less likely to reduce headcount and were 
more likely than large employers to actually 
add staff (see Figures 1, 2 and 3).1 
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figure 1: Changes in Total Staff level by organization Staff Size 
in Q1 2009 (January–march 2009)

Note: Excludes responses of “not sure.”
Source: SHRM Labor Market Outlook (January–March, 2009)

figure 2: Changes in Total Staff level by organization Staff Size 
in Q2 2009 (April–June 2009)

Note: Excludes responses of “not sure.”
Source: SHRM Labor Market Outlook (April–June, 2009)

figure 3: Planned Changes in Total Staff level by organization 
Staff Size for the Third Quarter (July–September 2009)

Note: Excludes responses of “not sure.”
Source: SHRM Labor Market Outlook (July–September, 2009)

Job security: Today’s most important 
job satisfaction factor  ������������������������������������
If small and medium-sized businesses are less likely to 
conduct layoffs, it could make them more attractive places to 
work in the current climate. The downturn in the economy, 
weak labor market and rise in long-term unemployment have 
pushed the issue of job security to the forefront as employees 
at all levels and in all industries grow increasingly fearful of 
losing their jobs and being unable to quickly find new work 
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if they do become unemployed. But employees have always 
valued job security. Since 2002, SHRM has been surveying 
both HR professionals and employees annually on the factors 
they consider to be the most important in determining 
employee job satisfaction. When the survey report was first 
published in 2002, 65% of employees identified job security as 
“very important” to their job satisfaction, making it the top 
job satisfaction factor that year. In 2009, job security is once 
again the factor most likely to be considered by employees 
to be “very important” in determining their job satisfaction, 
and the percentage (63%) is around the same as in 2002 (see 
Figure 4).2

figure 4: very important Aspects of employee Job Satisfaction 
(employees)

Source: 2009 Employee Job Satisfaction: A Survey Report by SHRM
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A higher percentage of employees report being “somewhat 
satisfied” or “very satisfied” with their jobs than at any other 
time since the survey began in 2002. This may be because 
many employees are simply grateful to have a job, given the 
considerable difficulties unemployed job seekers are having 
finding work in a weak labor market. Fewer layoffs may 
be one reason why employees at small and medium-sized 
organizations are slightly more likely than those at large 
organizations to say that they are “very satisfied” with their 
current jobs (see Table 1).

Employees at different-sized organizations appear to share 
many of the same priorities when it comes to determining 
job satisfaction, especially job security, compensation/pay, 
benefits, the opportunity to use their skills and abilities and 
feeling safe in the work environment (see Table 2).

However, two differences do stand out. The first is that a 
lower percentage of employees at small organizations say that 
various factors are “very important” to their job satisfaction. 
For example, the number one factor for employees at small 
businesses was compensation/pay, but only 53% identified 
this factor as “very important.” Compare this to job security, 

the number one employee job satisfaction factor at medium 
(74%) and large (67%) employers. The other important 
difference is that employees at smaller organizations did not 
list benefits as one of their top five job satisfaction factors. 
Given the rising costs of employer-provided health insurance 
and the difficulties in obtaining individual coverage, this is 
somewhat surprising.

The findings suggest that, overall, employees in smaller 
companies may have somewhat reduced expectations when 
it comes to job satisfaction and perhaps specifically when it 
comes to benefits. It is unclear why this might be. Employees 
at smaller organizations may have different personal or 
situational characteristics that influence the value they 
place on different job satisfaction factors, compared with 
their counterparts at medium and large organizations. For 
example, a characteristic that might make an employee less 
concerned about benefits could be age: younger people are 
less likely to have health insurance or may still be eligible to 
be covered by a parent, whereas workers past a certain age 
threshold may qualify for Medicare. Demographic analysis of 
employee age ranges in each type of organization in the study 
does indicate that smaller employers may be more attractive 
to older workers, as the highest concentration of workers over 
the age of 56 is in the small employer segment. Yet a larger 
proportion of older workers in this segment would seem to 
emphasize rather than diminish the importance of benefits, 
something larger employers are better positioned to offer. 
This suggests that more research is needed into the potential 
differences among employees at organizations of different 
sizes and how these differences might influence demand for 
different types of job satisfaction factors. 

One possibility is that many households and couples look 
for key benefits, especially health care coverage, as a team 
rather than as individuals. For example, some employees 

Table 1: overall, How Satisfied Are You With Your Current Job?

 

SmAll 
orgAnizATionS

(1–99  
EMPLOyEES)

medium 
orgAnizATionS

(100–499 
EMPLOyEES)

lArge
 orgAnizATionS

(500 OR MORE 
EMPLOyEES)

Very 
satisfied

44% 44% 37%

Somewhat 
satisfied

42% 43% 47%

Somewhat 
dissatisfied

10% 11% 11%

Very 
dissatisfied

5% 1% 5%

Source: SHRM 2009 Job Satisfaction Survey [unpublished data]

Table 2: Top five very important Aspects of Job Satisfaction by organization Staff Size 

STAff Size of 
orgAnizATion firST SeCond THird fourTH fifTH

SmAll  
(1–99 EMPLOyEES)

Compensation/
pay 

53%

Job 
security 

52%

Management 
recognition of 
employee job 
performance 

49%

Opportunities to use skills/
abilities, the work itself 

48%

Feeling safe in the 
work environment 

47%

medium  
(100–499 

EMPLOyEES)

Job security 
74%

Benefits 
72%

Opportunities to use 
skills/abilities 

61%

Feeling safe in the 
work environment, 
compensation/pay 

60%

Communication between 
employees and senior 

management, relationship 
with immediate supervisor 

57%

lArge  
(500 AND MORE 

EMPLOyEES)

Job security 
67%

Benefits 
65%

Compensation/pay 
60%

Feeling safe in the work 
environment 

58%

Opportunities to use 
skills/abilities 

57%

Source: 2009 Employee Job Satisfaction: A Survey Report by SHRM
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Table 3: Comparison of Selected Benefits by organization Staff Size

overAll SmAll
(1–99 EMPLOyEES)

medium  
(100–499 EMPLOyEES)

lArge
(500 OR MORE 
EMPLOyEES)

HeAlTH CAre BenefiTS

Prescription drug program 96% 94% 97% 97%

Dental insurance 96% 91% 98% 98%

Preferred provider organization (PPO) 81% 77% 80% 88%

Mental health coverage 80% 72% 83% 84%

Accidental death and dismemberment insurance (AD&D) 78% 76% 77% 80%

Long-term disability insurance 77% 77% 72% 82%

Vision insurance 76% 63% 74% 91%

may be satisfied with fewer benefits from their own employer 
because they can access them via their spouse’s organization 
instead. This team or mosaic approach to managing benefits 
for a household (including dependents) could influence job 
satisfaction. Ironically, the member of the family whose job 
offers the most comprehensive and valued benefits could, in 
some cases, be the least satisfied with the job because he or 
she has less freedom to move around in search of a better job 
fit without risking the loss of these highly valued benefits, 
particularly health care, for both the individual and his or her 
dependents.

maintaining strong benefits in the 
downturn: A major challenge  �����������������������
A June 2009 SHRM survey brief showed that HR 
professionals consider rising health care costs the third most 
important factor negatively affecting the financial stability of 
their organization. The only greater risks are the decreased 
demand for products and services and volatility in the world 
markets.3 The downturn has made it even harder for small 
businesses to manage the cost of benefits. A recent survey by 
insurance provider Aflac found that 62% of small businesses 
are finding it more difficult now to offer a strong benefits 
plan than last year. In fact, 65% say they are looking more 
aggressively for ways to reduce the cost of benefits, and almost 
half say they will most likely cut back on employee benefits in 
the future.4 

Rising benefits costs mean that, in general, larger 
employers are able to provide more types of benefits than 
small and medium-sized employers, and this is not limited 
to health care coverage. Large employers are more likely 
to provide dental insurance, mental health coverage, vision 
insurance and medical flexible spending accounts. They 
are also more likely to offer flexible working benefits such 
as telecommuting, job sharing, flextime and compressed 
workweeks (see Table 3 for selected benefits by organization 
staff size).5

There are no easy answers to the challenge of maintaining 
a good benefits program in this environment, and 
organizations of all sizes are finding it increasingly difficult 
to keep benefits costs in line. But successful companies of all 
sizes continue to make a strong benefits program their top 
priority. As employees face other financial stressors, they will 
rely even more on the benefits their organizations offer. 

According to a June 2009 report by Sun Life Financial, the 
cost of benefits is the most significant factor in determining 
whether employees elect specific benefits—even more 
important than perceived need for the benefit. While health 
care coverage remains the most valued benefit, employees 
also said that they highly valued dental insurance, 401(k)/
retirement plans, vision insurance and group life insurance.6

When survey participants were asked what they would 
do if their out-of-pocket costs for their employer-sponsored 
health insurance were to increase, the majority of participants 
said that they would likely reduce spending in other areas to 
address an increase of up to 35% in health insurance costs. 
However, when faced with a 50% increase in health insurance 
costs, many participants said they would actually cancel their 
medical insurance. In fact, nearly 45% of single heads of 
household would resort to canceling their health insurance.

HR professionals, especially those at smaller organizations 
that are weighed down by rising health care costs, will need 
to continue to look for ways to keep costs down for both 
their organizations and employees. Certainly, as long as the 
recession continues—and most likely, even when the economy 
improves—this will remain one of HR’s greatest challenges. 
The differences among employees at small, medium and 
large companies in the importance they place on different job 
satisfaction factors show that not all organizations are alike. 
Learning more about what makes their employees happy in 
their jobs is a strategy that HR professionals at companies 
of all sizes will need to use in order to build the most cost-
effective benefits strategies for their business in the years 
ahead. 

continued on page 5
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About the Sponsor
Colonial Life is a market leader in 

providing employee benefits solutions  

in one neat package: excellence  

in communication, enrollment, service  

and personal insurance products that 

make benefits count for employers and 

their employees. 

For employees whose insurance plans 

may not meet all their individual needs, 

Colonial Life can help restore peace  

of mind through personal insurance 

products that complete their coverage. 

Founded in 1939 and headquartered 

in Columbia, S.C., Colonial Life offers a 

broad line of benefits including disability, 

accident, life, cancer, critical illness, 

hospital confinement and limited benefit 

medical coverage. 

Colonial Life. Making benefits count. 
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Employee assistance program (EAP) 75% 66% 75% 88%

Medical flexible spending account 71% 64% 69% 81%

Dependent care flexible spending account 70% 60% 69% 80%

Short-term disability insurance 70% 67% 70% 72%

Domestic partner health care coverage (opposite sex) 37% 34% 38% 36%

Domestic partner health care coverage (same sex) 36% 29% 34% 42%

HMO (health maintenance organization) 35% 32% 33% 40%

Critical illness insurance 34% 40% 33% 29%

Health savings account (HSA) 32% 27% 30% 39%

Retiree health care coverage 26% 15% 25% 39%

Consumer-directed health care (CDHP) 12% 8% 10% 18%

WellneSS/PrevenTive HeAlTH CAre BenefiTS

On-site vaccinations 64% 39% 68% 84%

Wellness programs 59% 46% 58% 73%

CPR/first aid training 53% 31% 64% 55%

24-hour nurse line 50% 44% 51% 53%

Preventive programs specifically targeting employees with chronic health 
conditions

30% 20% 31% 38%

finAnCiAl And ComPenSATion BenefiTS

Payroll deductions 93% 90% 94% 95%

Life insurance 91% 83% 93% 95%

Defined contribution retirement savings plan 90% 87% 92% 90%

Employer match for defined contribution retirement savings plan 72% 66% 75% 74%

Defined contribution plan loans 69% 60% 71% 75%

Undergraduate educational assistance 63% 45% 66% 78%

Graduate educational assistance 59% 40% 62% 75%

FSC 
logo

continued on page 6

continued from page 4



6

Employee referral bonus 52% 42% 57% 55%

Incentive bonus plan (executive) 50% 40% 51% 59%

Incentive bonus plan (nonexecutive) 45% 40% 44% 53%

Target-date retirement funds 39% 36% 42% 41%

Spot bonus 38% 39% 33% 45%

Automatic enrollment into defined contribution retirement plan 35% 30% 34% 41%

Retirement planning services 35% 35% 35% 37%

Donations for participation in charitable events 32% 30% 35% 30%

Defined benefit pension plan 29% 23% 26% 40%

Roth 401(k) savings plan 24% 22% 25% 26%

Cash balance pension plan 6% 3% 6% 9%

Formal phased retirement program 6% 5% 4% 10%

PAid leAve BenefiTS

Paid holidays 97% 98% 99% 95%

Paid bereavement leave 90% 87% 91% 93%

Paid jury duty 62% 66% 62% 61%

Paid vacation plan 47% 47% 50% 46%

Floating holidays 45% 42% 44% 49%

Paid time off plan 42% 40% 41% 46%

Paid sick leave plan 39% 39% 38% 41%

Paid personal day(s) 31% 38% 28% 32%

Paid family leave 25% 26% 22% 29%

flexiBle Working BenefiTS

Flextime 54% 58% 46% 66%

Telecommuting on an ad-hoc basis 45% 43% 39% 54%

Compressed workweek 37% 38% 31% 45%

Casual dress (every day) 36% 43% 34% 32%

Telecommuting on a part-time basis 34% 29% 26% 47%

Shift flexibility 21% 13% 25% 24%

Telecommuting on a full-time basis 19% 17% 13% 31%

Job sharing 16% 8% 13% 29%

Seasonal scheduling 16% 8% 14% 22%

Alternating location arrangements 4% 3% 5% 5%

Results-only work environment (ROWE) 3% 5% 3% 1%

Source: Adapted from 2009 Employee Benefits: A Survey Report by SHRM
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