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A decade ago, the phrase too big to fail (TBTF) had a very distinct brand. During the Great
Recession, TBTF industries were vital to maintaining the health of our financial system. But
now, in a COVID-19 world, TBTF might have transformed to something entirely different.
With 30 million people filing for unemployment insurance benefits in the last six weeks, and a
jobless rate that could be like nothing we have seen since the Great Depression, America is in
the midst of a jobs crisis. With more and more employers on the edge of ruin, some of our
large employers might be our nation’s latest too big to fail consortium. In fact, one in three

US publicly traded companies with more than 50,000 employees are in a vulnerable state.

How do we know this? Based on the S&P Capital IQ database, there are 161 US publicly-traded
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companies that have over 50,000 employees worldwide. We looked at the S&P credit ratings
for these companies because they provide an assessment of their ability to repay debt: a key
measure of the financial health of the company. When a company falters—has too much debt
or its revenues are under pressure—it can be sign that it could default on its payments to
lenders. Many companies in this universe of large employers have a credit rating that is just

above investment grade or below investment grade, according to S&P. !

What we found is shocking: One in three companies, with over 50,000 employees, are either
close to or below investment grade in terms of their credit rating. Why is this important?
Because it means these companies will soon need to drastically restructure their businesses to
remain financially stable. This, in turn, typically means that they will be looking to lay off
workers. There are over 5 million workers at these companies. Many of these jobs could be the

next wave of unemployed Americans if these companies fail.



Q}(—) THIRD WAY

Nearly 1in 3 publicly traded companies
with 50,000+ employees have lost or are at
risk of losing their investment grade status.
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Source: S&P Capital 1Q. Company Screening Report. 1) Company Type: Public Company 2) Geographic
Locations: United States of America (Primary) 3) Number of Employees - Global (Latest): is greater
than 50000. Accessed 1 May 2020.

Congress has taken initial steps to provide critical assistance to publicly traded companies
during the pandemic. To help large public companies, the CARES Act allocated $454 billion to
the Federal Reserve to increase liquidity in cash-strapped credit markets, as well as for
municipal and corporate bond purchases. 2 The CARES Act also provided one of the hardest hit

industries, the commercial airline industry, with $25 billion in grants and loans to retain their

workforce and operating costs. But with more companies and industries on the line, more will

need to be done.

The US government has a responsibility in the event of extraordinary economic events to
become a last-resort investor. Just as the government has given substantial capital to small

businesses, it will need to address medium-size enterprises. The federal government will also

need to step in to help firms whose closure will result in 50,000 or more jobs lost or whose
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industry is vital to a functioning economy.

But let’s be clear: this should not be a blank check. US taxpayer funds would be used to
support these vulnerable companies. As we wrote last month, any subsequent legislation
should include provisions for a US government stake in these companies in the form of
warrants, equity, or bonds. That allows the US government to receive an adequate return for
financial support. When determining whether to give a bailout, the US government must

make the following considerations:

1. How many American jobs will be saved? Any publicly traded company that employs

50,000 employees or more should be eligible to apply for government financing.

2. Is the government support being used wisely? To be eligible for government financing,
companies should be restricted from engaging in stock buybacks and/or using the money

for excessive executive compensation.

3. Will the US government be able to recoup its investment? Since 1969, the vast majority
of firms that have received bailout money have repaid the government . For instance, in

2008 the government paid out $634 billion to bail out the auto and banking industries.

Not only has the government been repaid for this investment, the assets that were
purchased by the government in return for the loans have realized a $121 billion profit. A
large, publicly-traded US company looking for government financing must be willing to
exchange equity for government financing in order to ensure that taxpayers aren’t

footing the bill for these bailouts.

While there is so much about this pandemic we don’t know, there is one economic strategy
that we have learned time and time again: we need to think big and bold. Congress and the
Fed have acted fast, but far more is needed. One in three large employers are in a vulnerable
state, with millions of jobs hanging in the balance. We need to be thinking about smart

solutions to keep them afloat while ensuring workers are protected.

ENDNOTES

1. Weidentified 161 publicly traded U.S. companies with 50,000 employees, however S&P does

not provide credit ratings for 13 of those at the time of this writing. 51 are rated BBB- or below.

2. The USTreasury provides backstop support to many of the Federal Reserve’s liquidity

facilities, both asset purchases and extension of credit.
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