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A Summary of 2018 Growth and 2019 Predictions for
Chicago’s Middle Market Businesses

EXECUTIVE SUMMARY

Chicago-area middle market businesses reported solid
performance in 2018, maintaining the rate of revenue growth
from the prior year. A majority say that 2018 performance was
stronger than the year before, 68% experienced an increase

in revenues, and 44% increased the size of their workforce.
While the rate of employment growth among middle market
companies slowed some from the previous year, at 4.5%, it was
well above the growth rate of total nonfarm employment for
all Chicago-area businesses, which was just 1% as of November
2018, according to the U.S. Bureau of Labor Statistics.! Like

the middle market in most cities, Chicagoland’s mid-sized
companies continue to add the vast majority of new jobs

and drive the local economy.

While healthy overall, performance lagged behind that of
other Midwest regions and the nation, Chicagoland’s middle
market is clearly holding its ground, but it is not experiencing
the same momentum seen in other areas of the country.
Looking forward, however, Chicago-area mid-market leaders
are just as positive as their neighbors when anticipating future
revenue growth. Compared to last year, a larger percentage of
Chicago-area mid-sized businesses plan to add jobs, and their
predictions for the rate of employment growth are up, though
not as much as in other regions of the nation.

Other indicators point to a more cautious mindset among
Chicagoland’s middle market executives. We see a shift in the
ratio of leaders willing to invest extra capital and those who
prefer to hold cash, with more executives falling into the later
camp. Confidence in the national and global economies dipped
too. Unlike most cities where local confidence is typically very
high, in Chicagoland, it remains below national confidence,
despite rising by six percentage points from a year ago.

As Chicago-area middle market businesses work to achieve
their growth expectations, finding the right people will

be a pressing challenge. The talent issue is not unique to
Chicagoland. But with the overall population decline in the
Chicago area, the city’s middle market companies may be
harder hit by talent woes and may need to invest additional
effort to enhance their recruiting and retention efforts.

T https://www.bls.gov/regions/midwest/news-release/areaemployment_
chicago.htm

ABOUT THIS REPORT

The Middle Market Indicator (MMI) from the National Center for
the Middle Market is a quarterly business performance update
and economic outlook survey conducted among 1,000 C-suite
executives of companies with annual revenues between $10
million and $1 billion. The health of these businesses and their
respective outlook serve as a solid indicator for the greater
U.S. economy as a whole. (See www. middlemarketcenter.org:
“The Market that Moves America,” seminal research on the
definition, significance, and role of the middle market, Oct.
2011.) This report is derived from the MMI, and is an analysis
of data from 222 middle market companies operating in the
Chicago metropolitan area.

THE CHICAGOLAND MIDDLE MARKET

The Chicago-area middle market is composed of 6,400
companies that employ 1.9 million people and generate

$373 billion in annual revenues. These Chicagoland middle
market companies are more likely than companies in other
states to be family owned. Firms are most concentrated in
the manufacturing and wholesale trade industries. However,
professional services, manufacturing, and healthcare
companies provide the most jobs. Overall, the Chicago-area
middle market employs 25.3% of all private-sector employees
in the area.

HOW IS THE RESEARCH CONDUCTED?

The MMI surveys 1,000 CEOs, CFOs, and other C-suite
executives of America’s middle market companies on key
indicators of past and future performance in revenues,
employment, and allocation of cash. The survey also reports
on middle market company confidence in the global, U.S., and
local economies and identifies key business challenge areas.
The survey was designed to accurately reflect the nearly
200,000 U.S. businesses with revenues between $10MM and
$1B, the lower and upper limits on middle market annual
revenue. The quarterly survey is designed and managed by
the National Center for the Middle Market.

In 2018, respondents included 829 executives from the Midwest
and 222 executives from the Chicago metropolitan area. We
combined the quarterly data from the Chicago-area companies
to provide an overview of Chicagoland’s middle market
performance in 2018 and a summary of the outlook for 2019.
This report compares those numbers to Chicago-area numbers
for 2017 as well as combined 2017 and 2018 data for the entire
Midwest region and the nation.


https://www.bls.gov/regions/midwest/news-release/areaemployment_chicago.htm
https://www.bls.gov/regions/midwest/news-release/areaemployment_chicago.htm

KEY FINDINGS

2018 Growth

/\/' REVENUE GROWTH
M| Revenue Growth Holds Steady

In 2018, average revenue for Chicago-area middle market
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percentage of companies reporting positive year-over-year

revenue growth (68%) is also similar to one year ago. While PAST 12 MO. PAST 12 MO.

this is a healthy and stable rate of growth, companies in the

Midwest as a whole and across the nation reported significant O/ O/
increases in growth rates for 2018. 0 O
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of Chicago middle market companies
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68 /° reported positive revenue growth.
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EMPLOYMENT GROWTH
Employment Grew, but at a Slower Rate

As with revenue, employment growth was notably slower
CHICAGO MIDWEST
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for companies in other parts of the country. Nearly half of

businesses (44%) did add people. However, Chicago-area PAST 12 MO. PAST 12 MO.

middle market leaders saw almost a full point decline in

the rate of employment growth in 2018 compared to 2017 O/ O/
while their neighbors in the Midwest experienced a half O O
point gain. Through November 2018, the nonfarm job growth
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rate for businesses of all sizes in the Chicago-Naperville-Elgin,

IL-IN-WI Metropolitan Statistical Area was 1.0% over the year,

according to the U.S. Bureau of Labor Statistics. The national cHicaco 17 5.4% MiowesT 17 5.0%
job count increased by 1.6% during the same period.?

for mid-sized businesses in the Chicago area than it was
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KEY FINDINGS

ECONOMIC CONFIDENCE
[ID Local Confidence Increases While Global Confidence Declines

Chicagoland middle market executives have a more confident Interestingly, while local confidence grew in the Chicago area,
view of the local economy than they did last year—up six confidence in the national and global economies subsided
points from 76% in 2017 to 82% in 2018. That said, executives from past year, even as it went up across other areas of the
elsewhere in the Midwest and the nation continue to think nation. Chicagoans have a notably less rosy view of the global
better of their local conditions than Chicagoans do. economy than others do, including their closest neighbors,

and the perception gap between Chicago and the rest of the
country has widened to 10 percentage points.

CHICAGO MIDWEST NATIONAL
MIDDLE MARKET MIDDLE MARKET MIDDLE MARKET

LOCAL ECONOMIC CONFIDENCE

g 827 90* 92~
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2019 Outlook

/\/' REVENUE GROWTH
M Executives Lower Their Expectations

Throughout the country, middle market leaders have less

CHICAGO MIDWEST
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year ago, and Chicago-area leaders are no exception. Still,

a healthy majority of the city’s executives (63%—up 3% from NEXT 12 MO. NEXT 12 MO.

one year ago) expect revenues to continue their upward

trajectory throughout 2019, albeit at a more moderate pace. O/ O/
The projections coming out of Chicagoland area are in line O O
with the 12-month growth expectations of middle market

o o

leaders from all regions of the country.

exuberant prospects for future growth than they did one

CHIcAGO 18 8.2% MIDWEST 18 6.7%
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cHIcAGO 18 60% ™MiDwesT 18 61% NATIONAL 18 59%

of Chicago middle market companies
expect positive revenue growth.

NATIONAL 18 6.4%

EMPLOYMENT GROWTH
Companies Look to Continue Building the Workforce

While expectations for the rate of revenue growth over the

next 12 months are muted, Chicago-area middle market CHICAGO MIDWEST
) ) N ) MIDDLE MARKET MIDDLE MARKET
executives have higher projections for employment in 2019

compared to one year ago. A larger percentage (nearly two NEXT 12 MO. NEXT 12 MO.

out of five) of Chicagoland companies expect to add more

jobs this year, and they plan to do so at a slightly faster clip O O
than they projected last year. However, the anticipated 2019 o O
employment growth rate is lower in the Chicago area than

[ ) [ )

it is in other areas of the Midwest and across the country.

CcHIcAGO 18 3.0% MIDWEST 18 3.9%

NATIONAL
MIDDLE MARKET

A 5%
: @

o of Chicago middle market companies
38 /0 expect to add more jobs.
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KEY FINDINGS

CAPITAL INVESTMENT
More Companies Will Save

®

Investment appetites have tapered off slightly among
Chicagoland middle market leaders. Compared to last year,
a smaller percentage of the city’s executives indicate a
willingness to put extra dollars to work in the form of
investments, and more companies say they will hold cash
long-term or save it up for investments down the road.

The 62% of leaders that say they would put extra money to
work immediately are primarily interested in IT. In fact, IT has
edged out capital expenditures as the number one investment
priority of Chicagoland mid-market leaders. The percentage of
companies indicating interest in acquisitions fell notably from
15% at the end of 2017 to just 6% in 2018.

ADDITIONAL INVESTMENT ALLOCATION

CHICAGO
MIDDLE MARKET

62%
WILL
INVEST

B Hold Cash
[l Hold It For Investing
] capital Expenditures (Plant or Equipment)
B Acaquisitions
moT
HR (More Personnel)
B HR (Training & Development)
[ Capital Expenditures (Facilities)

Other

KEY CHALLENGES
Talent Issues Escalate

Compared to 2017, the percentage of Chicago-area businesses
citing talent management as both an internal and external
challenge has jumped. More than half (52%) of leaders now say
they struggle with talent issues including how to find, keep,
and develop the best people, and talent management comes in
just one percentage point below the top internal challenge of
maintaining growth and competitiveness.

From an external perspective, talent issues are lower on the
list of key concerns, but the percentage of companies citing
talent as an external problem rose to 17% from 10% last year.
Cost is also becoming an increasingly challenging issue for
Chicagoland middle market leaders, perhaps in part due to
the expense of financing a top-tier team.

LONG TERM CHALLENGES (Next 12 Months)

INTERNAL CHALLENGES:

1. CORE BUSINESS ISSUES 53%
2. TALENT MANAGEMENT 52%
3. COSTS 24%

EXTERNAL CHALLENGES:

1. CORE BUSINESS ISSUES 38%
2. COSTS 22%
3. GOVERNMENT 21%
4. COMPETITION 21%
5. TALENT MANAGEMENT 17%
6. ECONOMY 15%



ti%r SPOTLIGHT ON TALENT

How Chicagoland Companies View and Manage Talent Issues

Within the realm of talent management, finding the right
people to fill jobs appears to be the most challenging issue

for Chicago-area middle market leaders. Indeed, only about

a third of businesses rate themselves as very good or excellent
when it comes to having the recruiting power to attract
employees with the right set of skills, including top managerial
talent. Only two out of five companies believe they are very
good at accessing a workforce that is affordable.

The picture is more positive for retention: half of businesses
believe they do well at keeping talented employees on board
and almost as many (47%) believe they have a high-performing
management team. But with 38% of organizations expecting
to add more jobs in 2019—primarily in operations and
marketing/sales roles—Chicagoland businesses need ways to
bolster their recruiting power.

These executives believe company reputation is the number
one reason people come to work for their businesses, followed
by benefits (healthcare, vacation time, and maternity policy,
for example). Salary is third. Yet, leaders put salary first among
the areas they are considering improving in order to keep
people on board. Flexible work arrangements and training/
education are the next most cited areas for improvement.

Just 29% of businesses are reevaluating health insurance and
22% are considering changes to vacation policies.

As middle market leaders in the Chicago area continue to
compete with both their larger and smaller peers for good
people, they may want to consider upping their recruiting
efforts and focusing on building and promoting their unique
employee value propositions and corporate culture. Tapping
into existing employees as a source of referrals and developing
stronger partnerships with local universities, technical schools,
and workforce development boards may be cost-effective
ways companies can increase awareness of their organizations
and establish the reputation they need to succeed in their
talent quests.

CHICAGO MIDDLE MARKET

COMPANY PERFORMANCE IN KEY TALENT—

MANAGEMENT AREAS
(PERCENT SAYING “EXCELLENT/VERY GOOD")

Workforce issues/motivating employees 74%
Keeping talented employees 50%
Having a high performing management team 47%
Ability to access a workforce that is affordable 39%
to our company

Attracting top managerial talent 36%
Providing career pathing for employees 35%
Having recruiting power to attract employees 33%

with the right set of skills

REASONS PEOPLE COME TO WORK
FOR THE COMPANY (CITED FIRST OR SECOND)

Company reputation 49%
Benefits/perks 41%
Salary 39%
Industry reputation 27%
Flexible working arrangements 27%
Limited employment options in this region 7%
Training/education 7%
Some other reason 3%
TO INCREASE TALENT RETENTION

Salaries 49%
Flexible work arrangements 45%
Training/education 42%
Additional incentive compensation 32%
Health insurance 29%
Vacation time 22%
Employee financial wellness 22%
None of these 9%
Maternity and/or paternity policies 7%

Some other area 1%



()4

NATIONAL CENTER FOR
THE MIDDLE MARKET

THE OHIO STATE UNIVERSITY
FISHER COLLEGE OF BUSINESS

° GrantThornton

I
CISCO.

CcCHUBB

\

4

»
CHICAGOLAND

CHAMBER OF COMMERCE

MIDDLEMARKETCENTER.ORG

The National Center for the Middle Market is the leading source of knowledge, leadership, and
innovative research focused on the U.S. Middle Market economy. The Center provides critical
data, analysis, insights, and perspectives to help accelerate growth, increase competitiveness,
and create jobs for companies, policymakers, and other key stakeholders in this sector. Stay
connected to the Center by contacting middlemarketcenter@fisher.osu.edu.

From business as usual to business unusual, Fisher College of Business prepares students

to go beyond and make an immediate impact in their careers through top-ranked programs,
distinguished faculty and a vast network of partnerships that reaches from the surrounding
business community to multinationals, nonprofits and startups across the globe. Our students
are uniquely prepared and highly sought, leveraging Fisher’s rigorous, experiential learning
environment with the resources of Ohio State, a premiere research university with 500,000
proud Buckeye alumni.

Founded in Chicago in 1924, Grant Thornton LLP (Grant Thornton) is the U.S. member firm
of Grant Thornton International Ltd, one of the world’s leading organizations of independent
audit, tax and advisory firms. Grant Thornton, which has revenues in excess of $1.7 billion
and operates 59 offices, works with a broad range of dynamic publicly and privately held
companies, government agencies, financial institutions, and civic and religious organizations.

“Grant Thornton” refers to Grant Thornton LLP, the U.S. member firm of Grant Thornton
International Ltd (GTIL). GTIL and the member firms are not a worldwide partnership.
Services are delivered by the member firms. GTIL and its member firms are not agents
of, and do not obligate, one another and are not liable for one another’s acts or omissions.
Please see grantthornton.com for further details.

Cisco is the worldwide leader in IT that helps companies seize the opportunities of tomorrow
by proving that amazing things can happen when you connect the previously unconnected.
At Cisco customers come first and an integral part of our DNA is creating long-lasting
customer partnerships and working with them to identify their needs and provide

solutions that support their success. Learn more at cisco.com.

Chubb is the world’s largest publicly traded P&C insurance company and the largest
commercial insurer in the U.S. With operations in 54 countries and territories, Chubb
provides commercial and personal property and casualty insurance, personal accident
and supplemental health insurance, reinsurance and life insurance to a diverse group
of clients. As an underwriting company, Chubb assesses, assumes, and manages risk
with insight and discipline. Learn more at chubb.com.

The Chicagoland Chamber of Commerce represents more than 1,100 member organizations
that employ 400,000 people and create more than $24 billion in annual revenue that

is cycled through the local economy. We combine the power of our membership with a
legacy of leadership and business advocacy to drive a dynamic economy. The Chicagoland
Chamber focuses on delivering value for its members, making Chicagoland a world-class
place to live and work.

Copyright © 2019 The Ohio State University. All rights reserved. This publication provides general information and should not be used or taken as
business, financial, tax, accounting, legal, or other advice, or relied upon in substitution for the exercise of your independent judgment. For your
specific situation or where otherwise required, expert advice should be sought. The views expressed in this publication reflect those of the authors
and contributors, and not necessarily the views of The Ohio State University or any of their affiliates. Although The Ohio State University believes
that the information contained in this publication has been obtained from, and is based upon, sources The Ohio State University believes to be
reliable, The Ohio State University does not guarantee its accuracy, and it may be incomplete or condensed. The Ohio State University makes no
representation or warranties of any kind whatsoever in respect of such information. The Ohio State University accepts no liability of any kind for
loss arising from the use of the material presented in this publication.
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