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Executive Summary: Five-Year Economic Outlook 
This analysis projects the macroeconomic impact of current federal policies—specifically tariffs, 

deportation enforcement, and reductions in federal spending—combined with ongoing 

demographic shifts. These forces are expected to produce a stagflationary environment over 

the next five years, marked by subdued GDP growth, minimal employment gains, and structural 

contraction in business formation. 

 

Policy and Demographic Drivers 

• Tariff Policy: Continued trade restrictions are expected to elevate input costs and reduce 

global competitiveness. 

 

• Deportation Enforcement: Labor supply constraints due to stricter immigration policies 

will limit workforce expansion. 

 

• Federal Spending Reductions: Fiscal tightening may suppress aggregate demand and 

public sector employment. 

 

• Demographic Trends: Aging population and declining labor force participation will 

further dampen growth potential. 

 
Key Economic Indicators (Five-Year Forecast) 

Metric 
Change Over 5 

Years 

CAGR 

(%) 
Strategic Implication 

Gross Domestic Product 

(GDP) 
+$1.4 billion 1.3% 

Below-trend growth amid policy 

headwinds 

Employment +283,009 jobs 0.04% 
Stagnant labor market with limited 

expansion 

Number of Businesses −287,000 −1.0% Decline in entrepreneurial activity 

Average Business Size +1.3 employees 1.0% 
Consolidation among surviving 

firms 

Number of Establishments −201,000 −0.4% Shrinking business footprint 

Avg. Payroll per 

Employee 
+$18,000 4.4% 

Rising labor costs amid inflationary 

pressure 

 



∞∫Δ Daniel Research Group                                                                                         Page 3 of 66, August 2025                                                                            

United States Business Economic Demographic Forecast 

 

Strategic Outlook 

The forecasted stagflation scenario—low growth coupled with rising costs—poses significant 

challenges for business planning and policy response. Key strategic considerations include: 

• Operational Efficiency: Prioritize productivity and cost control to offset wage inflation. 

 

• Market Consolidation: Position for scale as smaller firms exit or merge. 

 

• Labor Strategy: Invest in retention, training, and automation to navigate workforce 

constraints. 

 

• Pricing and Margin Management: Adjust pricing strategies to preserve profitability 

under inflationary conditions. 
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BEDD: A Strategic Total Available Market (TAM) Intelligence 

Platform 
BEDD is a comprehensive TAM database designed to quantify and forecast potential buyers and 

users across both Private and Public Sector markets. TAM units may include employees, 

businesses, government agencies, or physical sites and locations. 

 

The Total Available Market for a given product or service is defined by its relevance to specific 

industries and government entities, as well as the scale of those organizations. BEDD enables 

clients to identify, size, and project market opportunities based on the characteristics of their 

offerings and the demand landscape. 

 

Built for strategic planning, BEDD helps answer three essential questions: 

 

1. Who are the potential buyers and users? 

 

2. How large is the market opportunity? 

 

3. How will the market evolve over time? 
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DRG Forecasting Approach Amid Policy Uncertainty 
A broad consensus among leading economists suggests that the Trump administration’s stated 

economic and domestic policy agenda could result in elevated inflation, rising unemployment, 

and a potential recession. However, the extent to which these outcomes materialize depends on 

two key variables: the administration’s commitment to implementing its proposals, and the 

ability of legislative bodies, the judiciary, and market participants to moderate or counteract 

those initiatives.  The forecast reflects current economic conditions and trends as reported from 

several authoritative sources, including: 

 

• The Congressional Budget Office’s (CBO) March 10-Year Employment Forecast 

 

• The Bureau of Labor Statistics’ (BLS) September 2024 10-Year Projections 

 

• Historical data from the Census Bureau’s SUSB database (1998–2022) 

 

• The July 2025 BLS Employment Report and related datasets 

 

• Department of Defense Fiscal Year 2026 Green Book 

 

• The Budget Lab at Yale 

 

• Current forecast and analysis from additional financial and academic sources focusing 

on: 

o GPD Growth 

o Employment Trends 

o Tariff Rates and Effects 

o Deportations 

o Reduction of Federal Government Spending, Services, and Employment 

o Artificial Intelligence  
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Key Forecast Assumptions 
Tariffs 

All tariffs in effect as of August 9, 2025, are assumed to remain unchanged throughout the 

forecast period. No new tariff reductions or additions are anticipated. 

 

Deportation Trends 

An estimated 11 million undocumented immigrants currently reside in the United States, with 

approximately 7 million participating in the labor force across key industries. 

 

• In 2025, deportations are projected to reach 400,000 individuals. 

• This figure is expected to rise steadily, reaching approximately 1 million annually by 

2029. 

This trend may significantly impact labor availability in sectors reliant on undocumented 

workers. 

Federal Employment, Spending, and Services 

The ongoing decline in federal employment, budgetary outlays, and public services is expected 

to persist through 2026. 

• This contraction is likely to produce negative multiplier effects across the broader 

economy, particularly in employment and small business formation. 

Demographic Shifts 

Structural demographic changes will continue to exert downward pressure on labor force 

participation: 

• An aging population and accelerated retirement rates 

• Slower growth in new immigration 

These factors are expected to constrain workforce expansion and productivity. 
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Artificial Intelligence Adoption 

While AI adoption in business operations is progressing more slowly than initially projected, the 

technology is still reshaping the labor market: 

• New roles are emerging in AI development and oversight 

• However, the overall impact on job creation remains negative due to automation-driven 

displacement in many customer-facing, as well as low and middle level computationally 

intensive occupations. 
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Employment Trend 2025 Forecast 
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New Business Formation Trend 2025 Forecast 
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Baseline Forecast 
To quantify the effects of tariffs, deportations, and reductions in federal workforce and spending, 

DRG constructed a baseline economic forecast anchored to the Congressional Budget Office’s 

(CBO) January 2025 10-year employment outlook. 

 

• This baseline reflects a scenario in which no policy disruptions—tariffs, deportations, or 

federal spending cuts—occur. 

 

• The model is continuously updated to incorporate monthly revisions from the Bureau of 

Labor Statistics (BLS) employment reports. 

 

Base Line Forecast – as if Tariffs, Deportations, and Reduction of Federal 

Spending never happened. 

 
 

 

 

 

Projected Impact vs. Baseline 
The cumulative impact of these three factors is expected to be substantial: 

 

Year Job Losses (vs. Baseline) Business Closures (vs. Baseline) 

2025 1.8 million 57,000 

2029 6.1 million 215,000 

 

These figures reflect the anticipated drag on employment and business formation resulting from 

constrained labor supply, reduced public sector demand, and trade-related disruptions. 
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Current Forecast – Winter Is Coming 
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Structural Changes 

US Economy Structural Changes, 2025 

Employees 

 
 

 
17.8% in business with less than 100 employees 
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US Economy Structural Changes, 2025 

Businesses 

 
 

 
93.5% of the loss in Business with less than 100 Employees 
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US Economy Structural Changes, 2024-2029 

Employees 
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US Economy Structural Changes, 2024-2029 

Businesses 

 
 

 
91.6% of the loss in Business with less than 100 Employees 
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Business Economic Demographic Forecast 
Top-Line Tables and Charts 

Total US Economy 
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By Sector 

 
Primary Firms for Governments are buying entities such as Agencies or Departments. 
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∞∫Δ Daniel Research Group                                                                                         Page 19 of 66, August 2025                                                                            

United States Business Economic Demographic Forecast 

 

By Sub-Sector – Public Sector 

 
There is only one (1) primary firm for the DoD Sub-Sector, the DoD. 
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By Industry – Private Sector 
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By Significant Industry – Public Sector 
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Included United States Postal Service 
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By Size Class, Private, Businesses 
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Informing Source 
The tables and charts presented in this report are derived from Daniel Research Group’s (DRG) 

proprietary Business Economic Demographic Database (BEDD), developed through our U.S. 

Business Economic Demographic Models. These models are informed by a comprehensive array 

of data inputs from authoritative U.S. government agencies, including: 

• Congressional Budget Office 

• U.S. Census Bureau 

• Bureau of Economic Analysis 

• Bureau of Labor Statistics 

• Department of Labor 

• Department of Defense 

• Office of Personnel Management 

• Federal Reserve 

In addition to these public sources, DRG incorporates selected data from economic, financial, 

and academic institutions to ensure a robust and multidimensional foundation for analysis. 

DRG synthesizes these diverse inputs into a unified historical database and applies advanced 

trend analysis and forecasting techniques. These include both quantitative methodologies and 

DRG’s proprietary qualitative assessments of macroeconomic dynamics and structural shifts. 

The BEDD is updated monthly and supplemented as new data becomes available. 

Data Access and Licensing 
DRG’s U.S. Business Demographic Baseline and Forecast Database, along with our Consumer 

Electronics Market History and Forecast Database, are available to clients through a variety of 

licensing and delivery options: 

• Full database licensing 

• Custom data subsets tailored to specific client needs 

• Integration into bespoke market sizing and forecasting models 

• Granular data access by industry taxonomy or other metrics upon request 

Updates to the Baseline and Forecast are issued periodically in alignment with new releases from 

U.S. government data sources. 

For details regarding availability, pricing, or methodology of the DRG U.S. Business 

Demographic Baseline and Forecast or the DRG U.S. Personal Device Forecast (PCs, Tablets, 

Mobile Phones), please contact Daniel Research Group directly. 

To receive email notifications about new report releases or DRG analytical updates, please 

email: Steve@DanielRG.Com 
 

mailto:Steve@DanielRG.Com
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∞∫Δ About Daniel Research Group 
Daniel Research Group (DRG) provides consulting and market research services to 

organizations whose offerings are technology-based or technology-enabled. Our core expertise 

lies in delivering strategic insights and actionable solutions for clients requiring: 

• Market Forecasting 

• Segmentation Analysis 

• Market Share Modeling 

• Custom Market Modeling Tools 

 

DRG supports these engagements with a full suite of traditional market research capabilities, 

including: 

• Quantitative and qualitative surveys 

• Focus groups 

• Consumer and enterprise demographic analysis 

• Expert input from technology and industry specialists 

 

In addition to delivering data-driven recommendations, DRG frequently develops custom 

models and provides training to empower clients with the tools and knowledge needed for 

ongoing strategic planning. 

 
Steve Daniel, President 

 
Daniel Research Group 

49 Hill Road, Suite Four 

Belmont MA, 02478 

(617) 484 – 6225 

Steve@DanielRG.com 

www.DanielResearchGroup.com 

http://www.danielresearchgroup.com/
mailto:Steve@DanielRG.com
http://www.danielresearchgroup.com/

