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Foreword

Eventhoughthe coronavirus disease (COVID-19)
health crisis is partially behind us, its economic
and social consequences will continue to be
felt in the rest of 2022 and beyond, among the
effects of other crises (e.g. the conflict in Ukraine,
climate change). With climate change and the
loss of biodiversity exacerbating the spread of
communicable diseases, researchers predict
that other pandemics will occur.! The future
will thus be marked by a greater probability
of the occurrence of multidimensional crises,
which underscores the importance for countries
to build resilience. It is therefore essential to
capitalize on the lessons learned from the
experience gained during the COVID-19 crisis
to be better prepared for future crises.

The present report contains the main findings
of a survey conducted among 1,000 Tunisian
companies between November and December
2020. The analysis of the findings highlights
some of the key effects that the COVID-19
pandemic has had in Tunisia, such as financial
constraints, and the asymmetry of the shock,
with the services sector being the most
affected. As a direct consequence of the
pandemic and the measures taken to contain
the spread of COVID-19, some 68.4 per cent
of the companies surveyed across all sectors
experienced temporary periods of interruption
to their business (downtime), totalling 11.1
weeks on average. At the end of 2020, a quarter
of firms were still operating only partially.
Business disruptions had a direct impact on
turnover, with turnover falling by 9.5 per cent
in agriculture, 13.2 per cent in industry and 34.1
per cent in the services sector. Employment
fell by 2.7 per cent in agriculture, 4.2 per cent
in industry and 34.9 per cent in services. The
drop- in employment was most significant in the
hotel and restaurant industry (-51.3 per cent)
and in construction and civil engineering (-53.7
per cent). Employment in wholesale and retail
trade fell by 19.7 per cent, while turnover rose
by a modest 0.1 per cent. In industry, the largest

decrease in employment was in textiles (-12.9
per cent), followed by the mechanical and
electrical industries (-=2.7 per cent). In the food
industry, 89 per cent of companies recorded an
increase in turnover and stable employment,
while 68 per cent of pharmaceutical and chemical
companies also recorded an increase in turnover.
In the construction and civil engineering sector,
by contrast, 90 per cent of companies recorded
a decrease in both turnover and employment.

The pandemic had a strong impact on
investment, which appears to have fallen sharply
in the construction and civil engineering sector
(=22 per cent) and the hotel and catering sector
(=22.8 per cent). Companies that experienced
periods of downtime recorded a larger drop in
investment, whereas those that resumed normal
operations more quickly at the end of 2020
recorded a much smaller drop.

The crisis affected access to financing for
companies. Some 75.2 per cent of companies in
2019 and 95.5 per centin 2020 identified access
to financing as a constraint. Microenterprises
reported being more financially constrained,
with 86 per cent of them perceiving a constraint
in both 2019 and 2020. Turnover decreased by
29.5 per cent among companies that indicated
they had faced financial constraints in 2019 and
2020, but by only 10 per cent among those that
indicated they had not faced financial constraints
during the two-year period. Moreover, the most
financially constrained firms are more likely to
have experienced a decline in both employment
and turnover.

The report also sheds light on the role of public
policies in mitigating the effects of the crisis
and supporting the recovery from COVID-19.
Like many other countries, Tunisia implemented
policy measures to support businesses, such as
rescheduling payments of tax arrears and the
temporary suspension of some penalties. It also
targeted some sectors that were particularly

1 Over the past 100 years, the world has experienced 4 influenza pandemics, with an occurrence every 15 to 30 years and with an annual

probability of between 3 and 7 (Horizon, December 2021).
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affected by the pandemic, such as tourism, by
subsidizing interest rates on investment loans,
among other specific short-term measures. In
the survey, most of the firms benefited only from
the deferral of tax returns and from bank credit
or leasing payments. In addition to policies to
help companies in the short run, policymakers
should also consider tackling the asymmetric
effects of the pandemic by considering the
long-term challenges that sectors face. For
the tourism sector's medium-term recovery,
for example, public policies must consider the
transformations that this sector will undergo
owing to changing preferences and climate
change. It is likely that mass tourism will no
longer be a sustainable option, that tourists will
give greater weight to safety, that the transport
sector, including but not limited to aviation, will
have to invest major efforts in reducing its CO,
emissions, and that water stress will become a
greater constraint. Businesses operating in the
tourism sector will need to be made ready for
the profound transformations that the sector
will undergo.

Tunisia is currently experiencing a crisis, the
duration and scope of which are unprecedented
in the country. The rebound of the Tunisian
economy is therefore constrained by many
factors that have considerably weakened public
finances and that hinder the country’s short- and
medium-term financing options, both socially
and economically. The survey shows clearly that
access to financing has been an aggravating
factor in the crisis. Ambitious reforms are
therefore needed in this area, especially for small
and medium-sized enterprises. Various measures
can be taken by Government to facilitate access
to financing for businesses, especially small and
medium-sized enterprises, including financial
training for the private sector, capacity-building
for the banking sector to better meet the needs
of small and medium-sized enterprises, reforms
to strengthen financial infrastructure, measures
to promote competition in the financial sector
(the top three banks in Tunisia owned 90 per
cent of banking assets in 2019), and measures
to promote the development of digital finance.
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1. Introduction

The Tunisian economy has been hit hard by
the crisis generated by the coronavirus disease
(COVID-19) pandemic. It was already fragile
before the pandemic, mainly owing to the
political instability that had affected the country
since 2011.

As of September 2021, the country had recorded
24,794 deaths from COVID-19, representing a
mortality rate of 2.12 deaths per 1,000, which
was among the 20 highest mortality rates in
the world and the highest in North Africa.?
Moreover, unemployment remained high in
20212 (16.8 per cent against 16.6 per cent in
2020), and the proportion of those living in
poverty is estimated to have increased from 2.9
per cent of the population before COVID-19 to
7.4 per cent in 2020, according to the World
Bank.*

In 2020, gross domestic product (GDP)
decreased by 8.8 per cent,” having grown by
only 0.9 per cent the previous year. The fall in
turnover is a result of the containment measures
adopted by the Tunisian authorities at the start
of the pandemic and followed both an additional

Table 1: Growth rates by sector (Percentage)

wave of cases in the spring and a decrease in
domestic and external demand, especially
from Europe, which the main export sectors
rely on. According to the National Institute of
Statistics of Tunisia, GDP fell by 2.8 per cent in
the first quarter of 2020 owing to the measures
taken by the authorities to stop the spread of
the virus, and then by a further 19.6 per cent
in the second quarter, owing to the impact of
the lockdown on supply and demand. After a
rebound in the third quarter (+19.4 per cent), the
second wave negatively affected GDP growth in
the final quarter. As shown in table 1, all sectors
except the agriculture, forestry and fisheries
sector recorded negative growth in 2020. The
manufacturing industries contracted by 9.3 per
cent, except agrifood, which grew by 1.7 per
cent. Market services fell by 13.3 per cent, with
the largest declines recorded in the hospitality
(43.6 per cent) and transport and storage (28
per cent) sectors.

Against this background, the Subregional
Office for North Africa conducted a survey of
1,000 companies towards the end of 2020 to
understand which challenges they faced, how
they coped with and adapted to the crisis, and
which constraints they faced. Unlike in other

2019 2020

Agriculture, forestry and fisheries

Food industry

Textiles

Other industries

Pharmaceutical and chemical industries
Mechanical and electrical industries
Construction and civil engineering
Wholesale and retail trade

Hospitality

Transport and storage

Postal and telecommunications services
Financial services

Other marketable services

Gross domestic product

Source: National Institute of Statistics of Tunisia.

0.4 4.4
1.4 1.7
-4.1 -154
-13 -12.5
2 -3.5
-1.5 -13.2
-0.5 -14.1
1.1 -4.7
6.5 -43.6
-2.7 -28
4.4 2

6.7 -0.3
3 -11.3
0.9 -8.8

2 As of July 2022, the country had recorded 29,041 deaths from COVID-19, representing a mortality rate of 2.4 deaths per 1,000, which
was among the 40 highest mortality rates in the world and also the highest in North Africa.

3 https:/data.worldbank.org/indicator/SLUEM.TOTL.ZS?locations=TN, accessed on August 19, 2022.
4 Kokas, Deeksha, and others, “Impacts of COVID-19 on household welfare in Tunisia’, Policy Research Working Paper, No. 9503

(Washington, D.C., World Bank, 2021).
5 National Institute of Statistics of Tunisia.



surveys, companies were asked not only about
their output, job losses and work practices during
the pandemic, but also about the obstacles they
faced, their policies, their prospects for recovery,
and how they had adapted to the pandemic.
The companies selected were representative in
terms of their sector and size. Information was
collected on the characteristics of each company
(age, sector, etc.). Furthermore, the questionnaire
was divided into three modules: the change in
turnover, employment and output; companies’
perceptions of their prospects for change in their
activity®, production, employment and the use
of information and communications technology;
and their perceptions of the effectiveness of
public policies implemented by the Government
and those they perceived as the most important.

Numerous surveys have been conducted around
the world to determine and quantify the impact
of COVID-19 on businesses. One survey covered
more than 100,000 companies in 51 countries;
in respect of Tunisia, it was discovered that the
crisis had had a major impact on all sectors
of the economy, and that turnover had been
affected more than employment.” In another
survey that covered 38 countries around the
world, including eight in sub-Saharan Africa,
it was found that the impact of the pandemic
had been much greater in sub-Saharan African
economies, mainly owing to differences in the
level of development rather than differences in
the sectoral structure or the characteristics of
businesses.®

In Tunisia, the International Finance Corporation
(IFC) conducted a survey in several phases

in 2020 that showed that 74.7 per cent of
businesses reopened after an interruption in
the third quarter of the year.? The Economic
Research Forum (2021)'° published the results
of surveys on the impact of COVID-19 on micro,
small and medium-sized enterprises in four
countries of the Middle East and North Africa,
including Tunisia. The surveys focused on the
impact of the pandemic on business operations
and support received from the Government.

The Economic Commission for Africa (ECA),
for its part, conducted a survey during the final
quarter of 2020. The survey is distinguished by
the fact that it combined questions on a variety
of dimensions (e.g. the impact on company
operations, sales, employment and investment;
changes in perceived constraints due to the
crisis; business prospects; the importance of
digitalization). The survey was conducted in
November and December 2020 and therefore
allows us to measure the impact of the pandemic
at the height of the crisis.

The survey showed that only 29 per cent of
companies operated normally during the crisis in
2020." ?The percentage of companies thatwere
permanently closed was 5.4 per cent according
to the IFC survey and slightly lower, at 4 per cent,
according to ECA. Interestingly, the IFC survey
shows that almost 60 per cent of companies
reported difficulties accessing financial services
in the third guarter. Although pre-COVID-19
data are not available on companies, the ECA
survey provides more detailed information on
access to financing by identifying companies
that had access-to-finance difficulties before

6 In the questionnaire, to catch the prospects for change of activity, the answers available to companies were as follows:

e By switching to different products in the same area
e By producing different goods in another sector
e Byincreasing automation

e By developing online commerce

7 Apedo-Amah, Marie Christine, and others, “Unmasking the impact of COVID-19 on businesses: firm level evidence from across the
world”, Policy Research Working Paper, No. 9434 (Washington, D.C., World Bank, 2020).

8 Gemechu, Aga, and Hibret Maemir, “COVID-19 and African firms: impact and coping strategies”, Policy Research Working Paper, No.

9642 (Washington, D.C., World Bank, 2021).

9 International Finance Corporation, “Impact of the COVID-19 crisis on the private sector in Tunisia” (Washington, D.C., 2020).
10 Economic Research Forum (2021), “The impact of COVID-19 on Middle Eastern and North African labor markets: A focus on micro,

small, and medium Enterprises” (Cairo, 2021).

11United Nations, Economic Commission for Africa, Quality of Institutions and Structural Transformation: Distortions and Resource

Allocation in North Africa (Addis Ababa, 2019).

12 Normal functioning means that a company did not temporarily close or scale down its operations.
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and during the pandemic and those that faced
the most difficulties during the pandemic. In
particular, the food industry had the highest
proportion of companies reporting difficulties in
gaining access to financing during the pandemic
(66.6 per cent), yet these companies had fewer
difficulties before the pandemic. Moreover, the
ECA survey shows that financial constraints
increased, with 95 per cent of surveyed
companies reporting difficulties with access to
financing in 2020, compared with 75 per cent
in 2019. This shows that the perceived lack of
financing was exacerbated by the pandemic.

In a survey conducted at the very beginning of
the crisis, in March 2020, by the Arab Institute

of Entrepreneurs, three quarters of business
managers reported that their activity had been
affected by the pandemic, with turnover down. In
all sectors, almost 80 per cent of entrepreneurs
expected demand to drop further. Financing
difficulties were reported by two thirds of the
companies surveyed.!?

In the present report, the survey and sampling
methodology are presented, then the impact of
thepandemiconbusinessactivityisanalysed,and,
lastly, the authors examine the companies’ own
perspectives on their prospects for recovering
from the crisis. Policy recommendations are
discussed in the conclusion.

13 Institut arabe des chefs d'entreprises, “Impact du covid-19 sur les entreprises tunisiennes” (Tunis, 2020).



2. Presentation of the survey

The survey was conducted by a research
company among 1,000 firms, by telephone,**
between 1 November and 15 December 2020.
The sample was selected using a stratified
random sample from a panel of companies from
the latest annual survey data collected by the
National Institute of Statistics of Tunisia among
companies in the formal sector. The stratification
variables were the company's main branch of
economic activity, corporate form, company
size (number of employees) and geographic
location, thus ensuring that the main branches
of economic activity were well represented,
including, if necessary, at the governorate level.

Table 2 presents the sample by company
size (number of jobs), company age, level of
education, and gender of the main manager. Only
5 per cent of the firms surveyed were headed by
women.? In terms of education, 88 per cent of
main managers held a university degree and 10
per cent a vocational training diploma.

Most companies were between 5 and 25 vears
old. Some 32 per cent of companies were
exporters, of which 88 per cent were in the
industrial sector and 5.6 per cent in services.
Appendix O presents a breakdown of the
companies by sector, region and size.

Table 2: Description of the sample

Number of employees ‘ Percentage
1-9 19

10-49 53

50-249 26

More than 249 3

Table A.1 (see annex) shows a breakdown of
the companies among 14 sectors; Table A.14
(see annex) shows a breakdown by sector and
governorate.

3. Main findings from the survey

In this section, the main findings of the survey
concerning the impact of the COVID-19 crisis
on employment and turnover are presented. The
section begins with an analysis of key descriptive
statistics on turnover and employment by
sector, age, size and export status, followed
by an assessment of the magnitude of each
of the channels through which the crisis has
had an impact (in terms of company closure
versus reduced operations, access to financing,
constraints faced), controlling for company
characteristics.

Given the nature of the crisis, the services
sector has been affected the most, in particular
the hospitality sector, followed by construction
and civil engineering. Specifically, employment
plummeted by 34.9 per cent in the services
sector, but fell by a more modest 2.7 per cent in
agriculture and 4.2 per cent in industry. Turnover
fell by 9.5 per cent in agriculture, forestry and
fisheries, 13.2 per cent in industry and 34.1
per cent in services. In agriculture, forestry and
fisheries and in industry, the downward trend

Education level Percentage
Vocational 10

High school 1

Tertiary 88

Gender Percentage
Women 5

Men 95

Do not export
Export 32

Less than 5 years
5 to 25 years 72

More than 25 years 23

14 The survey was conducted by telephone because of the health situation.
15 This is close to the estimated proportion for all companies in Tunisia.
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was therefore sharper for employment than for and preparedness; social distancing measures
turnover, but in the services sector, employment accelerated the existing trend.

fell almost as sharply as turnover. Table 3 shows

that the decline in employment was greatest When companies were asked how big an impact
for construction and civil engineering (-53.7 (on a scale of 1 to 5) they thought the pandemic
per cent) and hospitality (-51.3 per cent). In could have on increasing the importance of
wholesale and retail trade, employment fell by information and communications technology,
19.7 per cent and turnover by a modest 0.1 per 60.5 per cent of companies in wholesale and
cent, reflecting the sector’s greater reliance on retail trade answered “very large”, which was the
online trade. Even without the pandemic, digital highest percentage for any sector. Moreover,
technology was expected to play a greater role since electronic commerce has developed
in this sector, given its pre-existing online trade relatively well in Tunisia,'® the use of electronic

Table 3: Change in employment and turnover between 2019 and 2020 (Percentage change)

Sector ‘ Turnover ‘ Employment
Agriculture, forestry and fisheries -9.5 -2.7
Food industry +10.0 -
Textiles -35.2 -12.9
Mechanical and electrical industries -32.0 -2.7
Pharmaceutical and chemical industries +10.2 -
Construction and civil engineering -54.3 -53.7
Wholesale and retail trade +0.1 -19.5
Hospitality -56.4 =51.3
Transport and storage -44.8 -
Information and communications technology +1.0 =
Financial activities and insurance +2.4 -3.7
Real estate activities -16.0 -18.8

Table 4: Distribution of companies by sector according to the change in their turnover and
employment (Percentage of companies)

Employment | Employment | Employment an(;r[:{olz;v- 51221':0'2;\,_
Sector stable; turn- stable;' turn- | stable; turn- er: turnover | er: turnover
over stable over higher | over lower I0\,Ner hi;gher
Agriculture, forestry and fisheries 14 20 57 6 4
Food industry 10 89 1 - -
Textiles - - 57 43 -
Mechanical and electrical industries 1 = 89 10 =
Pharmaceutical and chemical industries = 26 68 6 - -
Construction and civil engineering - - 10 90 -
Wholesale and retail trade 2 44 10 41 2
Hospitality - - 30 70 -
Transport and storage - - 100 - -
szcc?]r;?)algg; and communications 2 38 36 _ _
Financial activities and insurance - 61 33 - 6
Real estate activities = = 60 40 =

16 In the 2019 edition of the Business-to-Consumer E-commerce Index by the United Nations Conference on Trade and Development,
Tunisia was the highest ranked country in North Africa, at 79th out of 147 countries.



commerce can explain the slight increase
in turnover, despite a 20 per cent drop in
employment.

In industry, textiles recorded the largest change
in employment, with a 12.9 per cent drop,
followed by the mechanical and electrical
industries, with a 2.7 per cent drop.

Table 4 shows the distribution of companies
according to the change in their turnover
and employment.

The food industry and the pharmaceutical and
chemical industries stand out, with 89 per cent
of companies in the sector having increased
their turnover and maintained their employment
levels.'” In the pharmaceutical and chemical
industry, 68 per cent of companies were in the
same situation. In the construction and civil
engineering sector, 90 per cent of companies
recorded a decrease in both turnover and
employment. Given that the crisis was related
to health, turnover in the pharmaceutical
and chemical industries did not decrease and
employment remained stable. The increase in
turnover in the food industry can be explained
by a 3 per cent increase in olive oil production
in 2020.

Table 5 shows that turnover and employment
affected smaller companies the most. For the
change in turnover, the difference between
small and medium-sized companies was
not statistically significant, but the loss for
microenterprises was significantly larger, at 28
per cent. In large companies, turnover increased
by almost 3 per cent. This is explained by the fact
that 44.1 per cent of large firms were in the food
industry and 29.4 per cent in the pharmaceutical

and chemical industries. This also partly explains
why employment fell by only 1 per cent in large
companies but by around 14 per cent in small
and medium-sized enterprises.

The decline in employment for microenterprises
was significantly greater than for small and
medium-sized enterprises, at 31.1 per cent.

Between young and old firms, there was a
positive, statistically significant correlation
coefficient between the change in turnover
and the age of a company. This suggests that
the crisis may have had a greater impact on
young firms, though the variance is small, so the
link between the two is not certain. There are
several reasons why younger companies might
have been affected more. For example, younger
firms are believed to face more constraints in
obtaining access to credit, but in the survey,
there was no statistical difference in the
response to the question regarding financing
constraints between younger and older firms.
There is also no correlation between company
age and change in employment.

Exporting firms lost more in terms of turnover
than non-exporting firms in agriculture and
industry. It is the reverse situation in services,
where exporting firms recorded a 10 per cent
decrease in turnover (Table 6), as compared with
35.3 per cent for non-exporting firms. As for
employment, it fell by an average of 20 per cent
for non-exporting companies and only 4.9 per
cent for exporting companies.18 Employment
in companies that export industrial goods fell
by 3.9 per cent, while the decline was 15.3
per cent for companies that export services,
since services were affected by the lockdown

Table 5: Change in turnover and employment, by company size (Percentage change)

Company size Turnover Employment
Micro -28 -31.1

Small -21.5 -14.9
Medium-sized -19.5 -11.3

Large F2.9 =1

17 This in line with the 1.7 per cent increase in value added of the food industry in 2020, as reported by the National Institute of Statistics

of Tunisia.

18 Most exporting firms are in the industrial sector, and industry was less affected than services.
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Table 6: Change in turnover by sector and export status (Percentage change)

Agriculture
Non-exporting -5.8
Exporting =153

measures more than industry. Call centres, for
instance, were directly affected by lockdowns.

The pandemic affected turnover through
three key channels: the disruption of business
operations due to lockdown, restrictions on
movement, and social distancing.

The main characteristic of the current economic
crisis is a halt or reduction in activity due to social
distancing, whether voluntary or imposed by the
authorities (lockdown, movement restrictions,
etc.). These measures have affected companies
differently, depending on their type of activity
(for example, whether face-to-face interaction
with customers was needed), their market (local
or international) and the extent to which their
operations had been digitalized.

Industry Services
-9.9 -35.3
-16.5 -10.6

Companies were asked about the nature and
duration of the business disruptions they had
experienced in 2020 and at the time of the
survey. They had experienced an average of
11.1 weeks of downtime. shows the distribution
of firms by type of business disruption in
the early months of the pandemic and at the
time of the survey (November and December
2020). Only 29 per cent of firms experienced
normal business activity in March 2020 and
68.5 per cent experienced temporary downtime.
By the end of 2020, some /1.2 per cent had
resumed normal activity and 4 per cent had
ceased operating.

Business downtime lasted longest in the service
sector, at 13.2 weeks, and industry, at 10.0
weeks. In agriculture, forestry and fisheries,
downtime was only 4.7 weeks and 80 per cent
of companies operated normally from March to

Table 7: Business disruption (Percentage of companies)

Extent of disruption
None (i.e. normal operations)

Temporary downtime

Partial operations

March 2020 December 2020
28.8 71.17

68.5 4.00

2.7 24.82

Table 8: Number of weeks of downtime and percentage of companies operating normally by

December 2020

Sector

Agriculture, forestry and fisheries

Food industry
Textiles

Mechanical and electrical industries
Pharmaceutical and chemical industries
Construction and civil engineering
Wholesale and retail trade

Hospitality

Transport and storage

Information and communications technology
Financial activities and insurance

Real estate activities

Weeks of Percentage of companies operating nor-
downtime mally by December 2020
4.7 90.2

3.0 100.0

17.9 71.9

15.3 92.1

1.4 100

17.8 7.5

9.0 555

14.6 29.6

11.3 100.0

5.8 100.0

2.7 100.0

22.0 100.0



the end of 2020, compared with 37.7 per cent
in industry and only 10 per cent in services.
By contrast, 84.6 per cent of service firms
experienced downtime, compared with 61 per
cent inindustry and 19.6 per cent in agriculture.

The sectors with the shortest periods of
downtime (Table 8) were the pharmaceutical
and chemical industries (1.4 weeks) and the
food industry (3 weeks). The real estate sector
(22 weeks) and textiles (17.9 weeks) recorded
the longest periods of downtime.

In December 2020, 71.2 per cent of the
companies surveyed were operating normally,
though this figure varied significantly by sector.
Construction and civil engineering was the
sector most affected, with only 7.5 per cent of
companies reporting normal operations. This
may be explained by the fact that it is one of
the sectors most sensitive to economic cycles
and has the strongest spill-over effect during a
recovery.

Companies that experienced periods of
downtime are more likely to have experienced
a decrease in turnover and employment;
companies that returned to normal operations
at the end of 2020 are more likely to have
maintained their total turnover and employment.

Finally, exporting firms, on average, were inactive
for 1.4 weeks fewer than non-exporting firms,
and those with the smallest decline in exports in
2020 also experienced shorter downtime.

The crisis had an immediate impact on business
activity, as well as a longer-term impact through
the decline in investment. Understanding the
impact on investment is useful for many reasons.
It sheds light on companies’ expectations
and, above all, the impact of the crisis in the
medium and long term through its effect
on capital accumulation. Despite this, since
companies’ responses regarding the change in
their investments between 2019 and 2020 may
be biased, the question cannot be answered
accurately using the data obtained. One reason
for possible bias in the data is the poor response
rate, with only 44.6 per cent of firms having
answered the question. To determine whether

8

non-responses were random or were correlated
with factors that might have influenced
responses to the survey, a multivariate analysis
was performed to explain the non-responses.

Table A.5 (see annex) shows that the response
to the question concerning the change in
investmentis partlyexplainedbyseveralvariables,
including the sector, change in employment and
cumulative length of downtime. For example,
the greater the variation in employment or
turnover, the more likely a company was to
answer the corresponding question. The same
applies to the question on downtime: companies
that experienced longer downtime were more
likely to answer the question on downtime. This
means that the decline in investment tends to be
overestimated. The table also shows differences
in response rates by sector. For example,
companies in the food industry responded less
than textile companies. The textile sector was
more affected by the crisis than the agrifood
sector, which tends to underestimate the decline
in investment.

Since the change in investment inferred from the
446 responses is subject to bias, it is not possible
to draw aggregate conclusions. However, the six
sectors with a sufficiently high response rate -
information and communications technology,
financial activities and insurance, transport
and storage, hospitality, construction and civil
engineering, and pharmaceuticals and chemicals
- provide useful data. Table 9 shows the change
in investment for these sectors and the response
rate. The pharmaceutical and chemical industries
have been retained, despite the 48 per cent
response rate, because it seems reasonable to
assume that the health crisis led to an increase
in investment in this strategic sector, or at least
that it was not heavily affected by the change in
investment. The suggested 4.4 per cent change
in investment cannot be assumed to be accurate,
but it does reflect the fact that investment in
the sector did not fall. The information and
communications technology sector has a
response rate of almost 60 per cent, which,
given the possibility of bias mentioned above, is
not necessarily high enough to give a figure that
accurately reflects the change in investment in
this sector. However, the change in investment



in this sector probably is positive, given that
information and communications technology
played animportant role in companies’ responses
to the constraints and challenges generated by
the crisis (teleworking and online commerce, for
example).

The four sectors for which a more reliable
change in investment can be indicated are
construction and civil engineering (91 per cent
response rate), financial activities and insurance
(89 per cent), transport and storage (81 per
cent), and hospitality (78 per cent). Investment
is estimated to have fallen sharply in the
two sectors most affected by the pandemic:
hospitality, by 22.8 per cent, and construction
and civil engineering, by 22 per cent. The next
largest reduction in investment was in transport
and storage. The drop in investment in the
construction and civil engineering sector can
be explained by the lockdowns that affected
the sector, the reduction in orders, and, like in
many countries, uncertainty over the recovery.
By contrast, investment in the pharmaceutical
and chemical industries and the information and
communications technology sector increased.

The drop in investment was larger for firms
that experienced longer periods of downtime.
Indeed, a longer period of downtime resulted
in a larger decrease in turnover, and therefore
a larger decrease in retained earnings for

investment. This effect was exacerbated by
financial constraints, as it was harder for firms
to obtain external financing for investment.
In companies where the return to normal
was expected to take longer, investment had
fallen more compared with 2019 levels. Lastly,
companies that indicated that they were not
considering implementing any changes in their
activity! experienced a larger decrease in
investment. This is because companies that were
considering changes in their activity may have
already implemented the changes and because
they may have been more proactive in the face
of the crisis, meaning that they would have
made investments or would not have reduced
planned investments as much as companies that
were not contemplating changes (see Table A.5
in the annex).

In the food industry, 89 per cent of companies
recorded an increase in turnover and maintained
their employment levels. Not only was the food
industry less affected by reduced demand
than other sectors, but it also appears to have
been less financially constrained. In fact, most
food industry companies did not indicate that
access to financing was a constraint in 2019,
but they did in 2020. Given the percentages
of firms in other sectors that cite finance as a
constraint, the figures for the food industry are a
strong indication that financial constraints were
larger in 2020 for all types of firms. Financial

Table 9: Change in investment in sectors with a sufficiently high response rate

Sector

Pharmaceutical and chemical industries
Construction and civil engineering
Hospitality

Transport and storage

Information and communications technology

Financial activities and insurance

Change in Response rate (per-
investment (percentage) centage)

4.4 48

=220 91

-22.8 78

-17.1 81

9.1 59

1.5 89

19 Companies could indicate that they were considering changing their activity through one of the following actions:

e By switching to different products in the same area
e By producing different goods in another sector
By increasing automation

e By developing e-commerce



constraints seem to have played an important
role in the impact of the pandemic on business
activity. Turnover decreased by 29.5 per cent
for firms that indicated that they faced financial
constraints in 2019 and 2020, and by 10 per
cent for those indicating that they did not.
While the turnover of firms in the agrifood
sector increased in 2020, their growth could
have been greater. Firms in the pharmaceutical
and chemical industries have also increased
their turnover while maintaining employment
levels. Financial constraints seem to have been
greater in that sector than in the food industry,
with 82 per cent of companies indicating that
they experienced such constraints in both 2019
and 2020. Once again, therefore, the growth of
these companies in such a critical sector was
probably stymied by the constraint of access
to financing. Equity financing, especially own
funding, was by far the main financing method
in all sectors. Only 1.1 per cent of companies
did not use self-financing, 85.4 per cent relied
entirely on self-financing, and 13.5 per cent
partially used self-financing. The companies that
did not use self-financing used either bank loans
or loans from close friends or family members.
In total, only 2.2 per cent of the firms surveyed
used bank loans, while 11.8 per cent used loans
from family members. Table 10

shows the top financing methods during
the pandemic in 2020 for each sector. Self-
financing is highest in transport and storage,
information and communications technology,
financial activities and insurance, and real estate
activities.

These findings are in line with other studies that
have documented the severity of difficulties
that companies encounter in obtaining access
to financing in Tunisia. In one survey from
2016, it was found that 37 per cent of Tunisian
firms reported being disconnected from the
banking system, meaning that they had to rely
on their own financial resources.?° Indeed, such
firms strongly resemble credit-constrained
firms in that they are missing out on important
investment and growth opportunities.?*

In the survey, access to financing was the main
constraint perceived by companies, especially in
2020 (95.5 per cent of companies, compared
with 75.2 per cent in 2019). In that regard, there
is no significant difference among companies in
the agriculture, forestry and fisheries sector, the
industry sector and the services sector.

Table 11 presents the changes in turnover and
employment for companies that perceived
no financial constraints, companies that

Table 10: Main funding sources during the pandemic in 2020 (Percentage)

Loans from close friends or fam-

Agriculture, forestry and fisheries 72.5
Food industry 93.3
Textiles 81.0
Mechanical and electrical industries 72.9
Pharmaceutical and chemical industries 92.0
Construction and civil engineering 82.2
Wholesale and retail trade 86.4
Hospitality 90.1
Transport and storage 100.0
ng%rr:g?gg\;w and communications 100.0
Financial activities and insurance 100.0
Real estate activities 100.0

255
0.5 4.3
2.6 16.3
7.1 20.0
8.0 -
1.4 16.4
- 13.6
= 9.9

20 Frewer, Geoff, “Neigbhourhood SME financing: synthesis report” (Kirchberg, Luxembourg, European Investment Bank).

21European Bank for Reconstruction and Development, European Investment Bank and World Bank, What's Holding Back the Private
Sector in MENA?: Lessons from the Enterprise Survey (London, Luxembourg and Washington, DC, 2016). Available at https:/www.eib.

org/attachments/efs/econ_mena_enterprise_survey_en.pdf.
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Table 11: Change in turnover and employment as a function of financial constraints (Percentage

change)

Extent of constraints Change in employment Change in turnover

No constraints -3.2 -10.2
Constraints in 2019 and 2020 -20.4 -29.5
Constraints in 2020 only -3.9 +7.2

Table 12: Financial constraints and changes in employment and turnover (Percentage of

companies)

) Employment | Employment

sE'::' ;?:::f con stable; turn- | stable; turn-
over stable over higher

Not constrained 2.4 47.6 40.5
Constrained in
5019 and 2020 4.8 14.6 42.2
Constrained in
2019 only - 66.7 -
Constrained in
2020 only 8.5 79.9 2.5

perceived constraints in both 2019 and 2020,
and companies that perceived constraints in
2020 only.?? The table shows that the firms
most constrained by access to financing (i.e.
those that perceived constraints in both years)
experienced the largest decrease in turnover
and employment. It should be noted that 80 per
cent of the companies that perceived financial
constraints only in 2020 operated in the food
industry.

The survey shows a clear link between access
to financing and business disruption. Indeed,
companies that reported being financially
constrained in 2019 and 2020 were inactive
for a longer period - almost 6 weeks longer on
average (see also section [15.2). Companies that
had a bank loan experienced less downtime - 4
weeks less on average; while those that received
loans from friends or family members had more
than 3 weeks more downtime. Companies
that reported being financially constrained and
that received loans from family members had
an average of 10 weeks more downtime. It is
likely that the latter were the most financially
distressed.

Companies that perceived larger financial
constraints suffered the most from the crisis.

Employment sta-

ble; turnover lower

Employment low-
er; turnover higher

Employment low-
er; turnover lower

7.1 2.4
38.1 0.4
33.3 -

8.5 0.5

Table 12 shows that the most financially
constrained firms are more likely to have
experienced a decrease in both employment
and turnover.

By combining various factors, it is possible to
obtain a comprehensive understanding of the
impact of the crisis on the activity of companies
in Tunisia. Companies that perceive themselves
as financially constrained are also those that
lost the most turnover. Companies that were
financially constrained were less likely to have
stable turnover and employment (see Table A.7
in the annex). Estimates suggest that financial
constraints had a significant negative effect on
turnover, resulting in an additional 11 per cent
decline (see Table A.11 in the annex). Companies
that experienced downtime recorded greater
losses in turnover - an additional 20 per cent
on average. Companies that resumed normal
operations at the end of 2020 recorded a
smaller drop in turnover than other companies.
Lastly, companies that indicated that they were
considering some changes in their activity
recorded a larger drop in turnover, which may
explain why they wished to make changes to
their activity. The above results also apply to
employment trends, as shown in Table A.13
(see annex).

22 Companies that did not perceive financial constraints until 2019 were not included because their workforce was too small.
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Table 13: Perceived financial constraints by size

‘ Micro

Not constrained 5.6
Constrained in 2019 and 2020 86.0
Constrained in 2020 only 8.4

Table 14 below shows financial constraints
perception by firm size. Micro enterprises
perceive  themselves particularly ~ more
constrained than other firms, with 86% of them
saying they were financially constrained both in
2019 and 2020.

Table 14 presents the change in the constraints
perceived by firms between 2019 and 2020.
The top constraints cited by companies differed
slightly between 2019 and 2020. In 2019, the
top six constraints were financing (75.9 per cent
of companies), labour laws (67.6 per cent), crime
(41.6 per cent), macroeconomic instability (33.5
per cent), corruption (22.5 per cent) and political
instability (21.5 per cent).

Four of the top six constraints cited by companies
for 2019 were also cited for 2020: access to
financing (95.5 per cent), labour laws (67.5
per cent), macroeconomic instability (43.2 per
cent), and crime (28.5 per cent). The two new
constraintsamong the top six cited for 2020 were
customs and foreign trade regulations (25.1 per
cent) and unfair competition from the informal
sector (14.1 per cent). Further investigation is
needed to understand precisely what constraints

‘ Small Medium-size Large
3.8 3.5 8.8 4.2
75.6 70.2 55.9 75.4
20.4 25.9 324 20.0

customs and foreign trade regulations posed. As
for unfair competition from the informal sector,
it is possible that formal companies faced legal
constraints that informal businesses were able
to avoid. With only 4.7 per cent of companies
citing corruption as a constraint in 2020, it was
less of a concern than it had been in 2019.
Crime remained a concern for 28.5 per cent of
companies in 2020, down from 41.6 per cent in
2019. These changes might have been the result
of priorities being revised during the health
crisis. The increase in concern over foreign trade
could have been due to strong disruptions to
supply chains and the fall in external demand
caused by the crisis. Table A.9 and A.10 (see
annex) provide a breakdown by sector of the
constraints that companies cited.

Table 15 shows the main constraints perceived
by firms in each sector in 2019 and 2020.

Access to financing and labour laws were the
top two constraints perceived by firms in both
2019 and 2020. Most sectors cited the same
constraints in 2019 and 2020, but companies
in the food industry, the pharmaceutical and
chemical industries, transport and storage and

Table 14: Constraints perceived by companies in 2019 and 2020 (Percentage of companies)

Constraints

Access to financing

Access to land

Business start-up formalities
Corruption

Crime (theft, vandalism)

Customs and foreign trade regulations
Electricity connection

Training and skills of staff recruited
Labour laws

Macroeconomic instability

Political instability

Unfair competition from the informal sector
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2019 2020
75.9 955
1.0 6.8
0.1 0.2
22.2 4.7
41.6 28.5
57 251
2.4 1.0
1.8 54
67.6 67.5
88,5 43.2
215 6.3
17.3 14.8



Table 15: Main constraints perceived in 2019 and 2020, by sector

Sector

Agriculture, forestry and fisheries
Food industry

Textiles

Mechanical and electrical industries
Financial activities and insurance
Hospitality

Construction and civil engineering

Wholesale and retail trade

Pharmaceutical and chemical industries

‘ 2019

Access to financing
Macroeconomic instability
Access to financing, labour laws

Access to financing, labour laws

Macroeconomic instability, political
instability

Access to financing, labour laws
Access to financing, labour laws

Macroeconomic instability, labour
laws, crime, access to financing

Access to financing, macroeconomic

‘ 2020

Access to financing

Access to financing, labour laws
Access to financing, labour laws
Access to financing, labour laws
Macroeconomic instability, crime
Access to financing, labour laws
Access to financing, labour laws

Macroeconomic instability, labour
laws, access to financing

Access to financing, unfair

instability
Transport and storage

Information and communications

technology instability

All sectors :
crime

information and communications technology
cited different constraints each year. As a result,
the third most common constraint was crime in
2019 and macroeconomic instability in 2020.
In terms of the various sectors, for the financial
activities and insurance sector, crime became
the second most frequently perceived constraint
in 2020, whereas for the other three sectors
that changed their perceptions between 2019
and 2020, unfair competition from the informal
sector emerged as one of the top conceived
constraints.

Different sectors also had different outlooks
for the post-crisis era, as shown in table 16.
Except in the food industry and in trade, a large
majority of firms (over 95 per cent) indicated
that they did not envisage any changes in their
activity. It is not surprising that 57 per cent of
companies in the trade sector indicated that
they would like to increase their online business.
In the food industry, 43 per cent indicated that
they were considering expanding their online
business, whereas only 4 per cent indicated
that they would increase automation, and 16
per cent indicated that they were considering

Crime, access to financing

Access to financing, macroeconomic

Access to financing,

competition from the informal
sector

Access to financing, unfair
competition from the informal
sector, labour laws

Access to financing, unfair
competition from the informal
sector

Access to financing, labour laws,
macroeconomic instability

labour laws,

either producing new goods in the same sector
or diversifying into other sectors.

It is difficult to interpret these data without
further information. Perhaps the reason why
firms are not considering any change in their
activity is because of the difficulties they
face in reallocating factors of production in
the Tunisian economy, in particular owing to
financial constraints, but perhaps also to other
distortions. Given the nature of the COVID-19
crisis, with a persistent macroeconomic shock
that is asymmetric at the sectoral level, some
changes in activity would be expected. It is also
possible that the survey was conducted too
early for companies to fully realize that they
had an opportunity to introduce changes in
their activity. These changes may only become
apparent in the medium term, especially given
the uncertainty linked to the persistence of the
crisis and the fact that, because the reallocation
of production factors is slow and costly,
companies are not yet in a position to fully
grasp the changes that need to be made. The
most obvious changes (e.g. online commerce)
in the most exposed sectors, such as trade,
were captured by the questionnaire through a
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Table 16: Companies envisaging a change of activity, by sector (Percentage of companies)

Production of
different goods
in another

Production of
different goods

in the same

mation

Development of
online com-
merce

Increased auto-
No change

sector sector

Agriculture,
forestry and
fisheries

3.9 -

10.1
Textiles - -

Food industry

Mechanical
and electrical
industries

Pharmaceutical
and chemical - -
industries

Construction and
civil engineering

Wholesale and

retail trade 1.2

Hospitality

Transport and
storage

Information and
communications -
technology

Financial

activities and - -
insurance

2.6

- - 96.1
3.9 42.8 37.5
1.3 3.3 95.4
- 3.6 95.0
- 6.0 924.0
= = 99.3
- 56.8 42.0
= = 98.7
- 4.8 95.2
= 97.4 =

- - 100.0

Table 17: Response to the question “How big an impact could the COVID-19 pandemic have on
increasing the importance of digital technologies for your business?”, by sector (Percentage of

companies)

Sector

Very small

Quite small

Agriculture, forestry and fisheries - 90.2
Food industry = 3.9
Textiles - -
Mechanical and electrical industries - 1.4
iIT’]ngaurSnQraigguﬁca| and chemical 120
Construction and civil engineering 1.4 93.2
Wholesale and retail trade - 22.2
Hospitality - 43.2
Transport and storage 19.1 81.0

Information and communications
technology

Financial activities and insurance - -

specific question about the importance of digital
technologies in the business context.

Table 17 shows that financial activities and
insurance (100 per cent), textiles (100 per cent),
the mechanical and electrical industries (97 per
cent) and the food industry (94 per cent) are the
sectors in which most companies believed that
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Medium Very large
- 3.9 59
12.0 12.0 721
- 2.6 97.4
14 2.1 95.0
16.0 6.0 66.0
14 - 4.1
9.9 74 60.5
3.7 - 53.1
- - 100.0
- - 100.0

COVID-19 would have a very large impact on
increasing the importance of information and
communications technology. Comparing these
responses with those concerning a change of
activity suggests that the use of information and
communications technology in the textiles sector
and the mechanical and electrical industries is
not related to automation. In the food industry,



the use of information and communications
technology seems to be connected to the
development of e-commerce.

The low appetite of the transport and storage
sector for digitalization is quite striking. Digital
technologies should be perceived as very
important in this sector, since optimization,
speed and timing are factors that are increasingly
giving companies in the sector a competitive
advantage. There might therefore be room
for public policy interventions to promote
digitalization in this field. In information and
communications technology and financial
activities, 100 per cent of the firms surveyed
perceived digitalization as very important.
Digitalization was also perceived as very
important by the vast majority of companies
in the textiles sector (97.4 per cent) and the
mechanical and electrical industries (95 per
cent). Only 60.5 per cent of firms in wholesale
and retail trade indicated that digitalization was
very important.

Table 18 shows the average time (in months)
that turnover and employment were expected
to take to return to normal (i.e. 2019 levels). The
slowest recovery was expected in the hospitality
sector: 21 months for turnover and 21.5
months for employment. The second slowest
recovery was expected in construction and civil
engineering: 13 months for turnover and 15
months for employment.

Table A.8 (see annex) shows that firms that
experienced downturns in 2020 were expected
to take longer to recover their turnover levels.
However, this had no influence on the return
of employment to normal levels. The table
also shows that firms that resumed normal
operations more quickly, before the end of
2020, were expected to recover normal turnover
and employment levels more quickly. Finally,
exporting firms were taking longer to resume
normal operations.

Table 19 shows that companies identified health,
education and information and communications
technology as the main priority areas for public

Table 18: Expected number of months to return to pre-COVID-19 levels

Sector

Agriculture, forestry and fisheries

Food industry

Textiles

Mechanical and electrical industries
Pharmaceutical and chemical industries
Construction and civil engineering
Wholesale and retail trade

Hospitality

Transport and storage

Information and communications technology
Financial activities and insurance

Real estate activities

‘ Turnover ‘ Employment
0.1 =
6.5 8.3
1.8 0.7
2.8 -
13.1 15.1
4.3 4.3
20.8 21.5
12.0 -
0.1 =
0.1 -
14.4 7.0

Table 19: Priority areas for public spending (Percentage of companies)

Transport and logistics

Energy

Environment

Education

Health

Information and communications technology

2
7
2
2
20
67

15



Table 20: Companies identifying health and information and communications technology as

priority areas, by sector (Percentage)

Sector Health Information and communications
technology

Agriculture, forestry and fisheries

Food industry

Textiles

Mechanical and electrical industries
Pharmaceutical and chemical industries
Construction and civil engineering
Wholesale and retail trade

Hospitality

Transport and storage

Information and communications technology
Financial activities and insurance

Real estate activities

investment. Two-thirds of firms indicated that
information and communications technology
was the priority area in which the Government
should invest in the coming vyears, followed by
health (20 per cent). The result for information
and communications technology is in line
with the percentage of firms that perceived
information and communications technology as
very important during the post-COVID-19 era.
Table 19 shows the percentage of companies
in each sector that cited information and
communications technology and health as
priority areas.

Excluding the information and communications
technology sector itself, the four sectors for
which public investment in information and
communications technology seems to have
been the highest priority are food (79 per
cent), textiles (99 per cent), the mechanical
and electrical industries (97 per cent), financial
activities and insurance (100 per cent) and the
pharmaceutical and chemical industries (100
per cent).

4. Conclusion

Several qualitative and quantitative lessons can
be drawn from the impact of the COVID-19
pandemic on companies in Tunisia in 2020.
Certain features of the pandemic’s impact in
Tunisia, such as its asymmetry, in particular
in the services sector, are consistent with
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51 6
79
1 99
= 97
- 100
61 5
37 63
35 51
- 5
= 100
- 100
80 20

trends observed in other countries around the
world. Moreover, the lessons learned from the
COVID-19 experience are important for building
resilience in the face of a paradigm change in
economic development options. Indeed, with
the onset of climate change, whose effects have
been particularly strong in 2022, the entire
world is entering in an era of multiple crises with
cascading effects. Building resilience is key to
integrating new economic development models
in Tunisia and all other developing countries.

In terms of social development, the COVID-19
crisis has highlighted the dichotomy that
prevailed in many developing countries between
growth and social justice. Since the crisis
originated primarily as a health crisis, it puts
into perspective the importance of health and,
more generally, a fairer and more efficient social
system for long-term growth.

At the societal level, the pandemic and the
measures adopted to curb it have led to changes
in consumer behaviour, such as the growth of
online shopping and the search for security in
consumption patterns. This has had a profound
impact on many businesses and sectors, in
particular tourism, on which Tunisia is highly
dependent.

At the economic level, the acceleration of
digitalization, the reorganization of global value
chains, the transformation of the labour market
and the reorganization of companies will result



in a significant shift in the international division
of labour, the investment choices of companies
and their location. Given the lasting impact on
some sectors, such as tourism, the capacity of
economies to remove barriers to the reallocation
of resources among sectors, among activities
and, ultimately, among companies will be
tested. Barriers to the reallocation of resources
have been documented to be strong in North
Africa (United Nations, Economic Commission
for Africa, 2019). The impact also raises the
question of the extent to which training systems
enable the unemployed and underemployed to
acquire new skills to find employment in other
sectors.

In this context, Governments cannot address
the recovery without taking these changes into
account, along with the effects of climate change.
Like many other countries, Tunisia has put in
place policy measures to support businesses,
such as rescheduled payments of tax arrears and
the temporary suspension of some penalties.
It has also targeted certain sectors specifically
affected by the pandemic, such as tourism, by
subsidizing interest rates on investment loans. In
the survey, most of the firms benefited only from
the deferral of tax payments and the deferral of
bank credit or leasing payments.

In addition to policies to support firms in
absorbing the shock from the crisis in the short
term, the Government should also consider
policies that address the asymmetric effects of
the pandemic by taking into account the long-
term challenges that sectors face.

We can take two examples. The first one is
the hotel, tourism and restaurant sector, which
benefited from specific measures including: (i)
the rescheduling of the principal debt relating to
social security contributions: (ii) exemption from
penalties for delays in completing repayments of
the principal debt; (iii) extension of the deadline
for filing corporate tax returns for fiscal years
2019 and 2020 until 31 December 2021, with
payments rescheduled from January 2022
for tourist and handicraft establishments. For
recovery in the medium-term, policymakers

must take into account the transformation that
this sector will undergo in response to changing
preferences and climate change. It is likely that
mass tourism will no longer be a sustainable
option; tourists will place greater emphasis
on safety; the transport sector, including but
not limited to air transport, will have to make
major efforts to reduce its CO, emissions; and
water stress will become a greater constraint.
The tourism sector will therefore undergo a
transformation, and economic operators in
the sector will need to be prepared for those
changes.

The second example is the construction sector,
whose revitalization must also take into account
the changes brought about by COVID-19 and
climate change. To a lesser degree than in
advanced countries, the health crisis will lead to
a reorganization of cities with the development
of telecommuting. Global warming and extreme
events have already made it necessary to
strengthen the resilience of public infrastructure,
and to adapt homes and other buildings, notably
to improve energy efficiency. It is in this sense
that public policies in favor of the construction
and civil engineering sector must be considered.
Policies could be put in place to promote a vast
programme of infrastructure adaption, within
the framework of public-private partnerships;
to provide support and incentives for both
companies and households to build new housing;
and to support research and development
efforts in the sector.

In building resilience and transforming the
economy, financing will be critical. The survey
shows that access to financing has been the main
constraint perceived by companies, especially
in 2020. The most financially constrained
firms?® had the largest declines in turnover and
employment. Many factors explain the financing
constraints faced by firms in Tunisia, including:
the unfavourable characteristics of micro, small
and medium-sized enterprises, such as a lack of
transparency, the unavailability of an accessible
credit history, the blurred lines between the
business’s finances and those of the owner, and
administrative costs; bank practices in relation to

23 This result applies even when taking into account other variables that may determine losses.
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the micro, small and medium-sized enterprises
sector, such as high collateral requirements; weak
financial infrastructure, including weak creditor
rights and collateral infrastructure; the nature of
the banking sector, with limited competition and
high concentration (20 per cent of banking assets
were concentrated in the top three banks in
2019); and underdeveloped equity markets and
alternative financing sources. Easing access to
financing may become essential to mitigating the
effects of high levels of uncertainty. Adjusting to
new market conditions requires the capacity to
invest and innovate. Public policies to facilitate
access to financing for businesses, in particular
small and medium-sized enterprises, are many
and diverse. They include capacity-building in
financial skills for the private sector; capacity-
building to equip the banking sector to better
address the financing needs and specificities
of small and medium-sized enterprises; and
reforms to strengthen financial infrastructure,
promote competition in the financial sector, and
promote the development of digital finance.

Emphasis should be put on microenterprises,
which saw their turnover fall by 28 per
cent more on average, as compared with a
decrease of 19.5 per cent for medium-sized
firms. Microenterprises also seem to be more
financially constrained, with 86 per cent of
them having reported experiencing financial
constraints both before and during the pandemic.
Microenterprises were more likely to have faced
unfair competition from the informal sector in
2020, with 30.7 per cent of them having cited
that as a constraint, compared with only 11.3
per cent of larger firms. That constraint might be
linked to the other constraint cited more often
by small firms - labour-market laws - since small
formal companies have faced competition from
informal businesses that are not subject to the
same laws. The differences in the public support
received by workers in small, formal companies
and workers in small, informal businesses

need to be understood. However, the informal
economy has posed a particular policy challenge
during the crisis, given the difficulty of reaching
those who are most vulnerable, who tend to
engage in informal income-generating activities.
Public policies should address small businesses
and microenterprises separately, given that,
for the latter, the lines between business and
household income are often blurred. Close
coordination should exist between policymakers
who develop policies for businesses and those
who develop policies for households.

Finally, the COVID-19 crisis has shown the
importance of having a more digitalized economy
in the face of a pandemic. Contrary to other
countries in the subregion, firms surveyed in
Tunisia expressed that digitalization would be of
great importance in the post-COVID-19 period.
When it comes to digitalization, Tunisia is among
the best performers in North Africa.?* However,
as compared with other emerging economies,
there is room for improvement in respect of
networkedreadinessand Internetdevelopment,?
which require greater public investment in digital
infrastructure.  Another important dimension
is digital skills, whose development is key to
taking advantage of the economic opportunities
offered by digital technologies. The adoption
of digital technologies has the potential to help
build skills among workers, including those with
lower levels of education, and hence boost
productivity across sectors and the labour force
overall. In Tunisia, there is a divide in the diffusion
of digital skills, with those who are already
more skilled seeing greater benefit.? Moreover,
there is some concern over the role of digital
technologies in the Tunisian economy, as they
seem to contribute less to productivity than in
other countries.?” Accelerating the diffusion and
more efficient adoption of digital technologies
is key for Tunisia. To realize this potential, there
is a need for policies that support competition
and increase the access of firms to capital. To

24 United Nations, Economic Commission for Africa, “North Africa and the challenges of the COVID-19 era” (Addis Ababa, 2020). Available
at https:/www.uneca.org/?g=events/macroeconomics-and-governance-north-africa/ north-africa-facing-challenges-post-covid-19-era.

25There is still a divide between poor and non-poor areas and between men and women (in 2019, 72.5 per cent of men had access to the

Internet, against 61.1 percent of women).

26 Aissaoui, N. and Ben Hassen, L. “Skill-biased technological change, e-skills and wage inequality: Evidence from Tunisia”. Journal of

Economics Studies and Research, vol. 2016, No. 2016, pp. 1-16 (2015).

27 Dahmani, M., Mabrouki, M., Youssef, A.B. (2022), “The Information and Communication Technologies-Economic Growth Nexus in
Tunisia: A Cross-Section Dynamic Panel Approach”, Montenegrin Journal of Economics, Vol. 18, No. 2, pp. 155-168.
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ensure that workers possess a basic education
and foundational skills, it will be necessary both
to train students using an education curriculum
that focuses on digital skills, and to provide
continuous training to young people who
drop out of school and on-the-job training for
workers.

5. Annex

5.1 Survey

5.2 Econometric analysis

Table A.3 shows an econometric estimate of
the effects of several variables on the number
of weeks of downtime. The financial constraint
variable is an indicator that has a value of 1 if the
company indicated that access to financing was
a constraint for them in both 2019 and 2020,
and a value of O otherwise. The variables “bank
loan” and “loan from friends or family” indicate
firms that had a loan in 2020, either from a bank
or from friends or family members, respectively.
Export status indicates whether the firm
exported or not. Estimates are controlled for
sector, ownership structure and the company’s
age, size, legal form and other characteristics.

Table A.1: Distribution of the sample, by sector (Percentage of companies)

Sector Companies

Financial activities and insurance

Real estate activities

Other specialized, scientific and technical activities
Agriculture, forestry and fisheries
Construction and civil engineering
Wholesale and retail trade

Hospitality

Food industry

Textiles

Extractive industries

Mechanical and electrical industries
Pharmaceutical and chemical industries
Information and communications technology
Transport and storage

Total

2
1
5
15
8
8
21
15
14
5

2
100

Table A.2: Change in employment, by main sector and export status (Percentage of companies)

Non-exporting Exporting

Agriculture -4
Industry =5
Services -36

-4
-15
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Table A.3: Effects of company characteristic variables on downtime in 2020

Weeks of downtime

Regression 1

Financial constraint 5.82¢
Bank loan -4.35¢
Loan from friends or family 3.44c
Export status 0.18
Agriculture, forestry and fisheries -10.15¢
Industry =2.74¢
Mainly foreign capital 3.48c
Mainly public capital -4.05¢
Company age -0.06¢
Company size 0.882
Public limited company -0.11
Gender of main manager -0.88
University graduate =2.17¢
Number of jobs at end-2019 0.00
Considering changing activity 5.34c
Respondent: finance department -1.09
Respondent: management -1.00
Textiles, clothing, leather and footwear

Mechanical and electrical industries

Construction and civil engineering

Hospitality sector

Transport and storage

Real estate activities

Constant 7.21°¢
Observations

RZ

Regression 2

(0.68) 1.45b (0.70)
(1.63) -10.07¢ (1.80)
(0.69) 1.33a (0.68)
(0.86) -1.91¢ (0.68)
(1.13)
(0.59)
(0.94) -0.11 (0.88)
(0.92) -0.93 (0.78)
(0.02) -0.02 (0.01)
(0.45) 0.19 (0.38)
(0.57) -0.11 (0.48)
(1.09) 0.25 (1.07)
(0.68) -0.26 (0.63)
0.00 0.00 0.00
(0.62) 1.72¢ (0.64)
(0.78) -3.12¢ (0.75)
(0.80) -3.27¢ (0.77)
13.52¢ (0.96)
10.46¢ (0.77)
11.37¢ (0.73)
7.74¢ (0.76)
3.64¢ (1.11)
15.88¢ (1.11)
(1.66) 6.17¢ (1.61)
990 990
0.4533 0.5917

Note: Ordinary least squares regression with clustered standard errors shown in round brackets.

ap <0.05.
bp<0.01.
cp<0.001.

Table A4 presents logistic regressions for the
work regime of the firm. It shows that financially
constrained firms were more likely to experience
downtime.

Table A.5 shows the results of econometric
regressions where the dependent variable is the
change in investment between 2019 and 2020.
The first column of figures includes the following
explanatory factors: whether the company had
downtime in 2020, whether the company had
resumed normal operations by the end of 2020,
whether the company exported, how many

20

months it was expected to take for a return to
normal turnover, and whether the company had
considered a change in activity (a dichotomous
variable, with the value 1 if the firm had indicated
that it planned to make changes in its activity,
and O otherwise). Nearly 75 of the variance is
explained. The same variables are used in the
second column of figures, but several control
variables are added, including the company’s
sector, size and age. The signs are the same and
the coefficients have the same significance.



Table A.4: Company operations during the crisis in 2020

Financial constraint

Loan from friends or family

Bank loan

Export status

Agriculture, forestry and fisheries
Hospitality sector

Textiles

Mechanical and electrical industries
Construction and civil engineering
Mainly foreign capital

Company age

Company size

Public limited company

Gender of main manager
University graduate

Number of jobs at end-2019
Considering changing activity
Respondent: finance department
Respondent: management
Constant

Observations
Pseudo R2

Operating normally at Downtime at end-2020

end-2020
0.49 (0.40) 1.74¢ (0.24)
-0.90° (0.39) 0.24 (0.44)
-2.00° (0.94) -1.83 (1.34)
1.17¢ (0.37) -0.97¢ (0.31)
0.04 (0.57) -2.68° (0.44)
=3.17° (0.45)
-3.35¢ (0.54) 3.89¢ (0.80)
-0.26 (0.44) 6.21¢ (1.85)
-5.33¢ (0.60) 3.41¢ (0.56)
1.66¢ (0.57) -0.50 (0.68)
-0.02¢ (0.01) -0.01 (0.01)
0.44b (0.21) -0.19 (0.20)
0.10 (0.26) 0.13 (0.28)
-0.24 (0.69) -0.35 (0.69)
-1.74¢ (0.49) 0.26 (0.49)
0.00 0.00 0.00 0.00
-1.04¢ (0.39) 1.02¢ (0.24)
0.42 (0.37) -1.14¢ (0.31)
0.657 (0.39) -1.19¢ (0.31)
3.79¢ (0.89) 0.07 (0.94)
989 990
0.5077 0.4921

Note: Logistic regression with clustered standard errors shown in round brackets.

9p < 0.05.
®p<0.01.
‘p <0.001.

Table A.5: Explanation of the change in investment between 2019 and 2020 for companies in

Change in investment

sectors with a sufficient response rate!

Some downtime in 2020

Normal operations at end-2020

Export status

Months until resumption of normal turnover
Considering changing activity
Pharmaceutical and chemical industries
Construction and civil engineering
Corruption

Crime

Customs and foreign trade regulations

Labour laws
Political instability

Macroeconomic instability
Informal sector competition

Without control variables ‘ With control variables

-0.19¢ (0.02) -0.13¢ (0.03)
0.04¢ (0.01) 0.04¢ (0.01)
0.01 (0.02) 0.00 (0.02)

-0.00¢ 0.00 -0.00° 0.00

-0.19¢ (0.02) -0.20¢ (0.02)

0.06 (0.03)
0.00 (0.01)
0.042 (0.03)
0.02 (0.01)
0.05¢ (0.01)
0.02 (0.01)
0.02 (0.02)
0.04° (0.01)
0.04° (0.02)

1No dummy variable was introduced for the more financially constrained companies (those citing the financing constraint in 2019 and
2020) because it was not a significant factor. In fact, 91 per cent of the firms that answered the question on investment were in the

constrained category.
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Change in investment

Without control variables | With control variables

Mainly public capital 0.05 (0.03)
Mainly foreign capital -0.03 (0.03)
Company age 0.00 0.00
Company size 0.01 (0.01)
Gender of main manager -0.01 (0.02)
University graduate -0.02 (0.01)
Public limited company 0.01 (0.02)
Private limited company 0.02 (0.01)
Respondent: finance department 0.01 (0.01)
Respondent: management 0.01 (0.01)
Constant 0.18¢ (0.03) 0.05 (0.05)
Observations 325 322

R2 0.7466 0.7934

Note: Ordinary least squares regression with clustered standard errors shown in round brackets.

ap<0.05.
bp<001.
cp<0.001.

Table A.6: Explanation of non-response to the question regarding change in investment between
2019 and 2020

Response on investment

Regression 1

Regression 2 Regression 3 Regression 4

Change in employment -4.49¢ (0.35)

Change in turnover -2.86¢ (0.28)

Agriculture, forestry and 5 . 5

fisheries Lo Lt

Services 1.40¢ -0.21

Export status -0.69¢ -0.25 -0.75¢ -0.29
Experienced normal 0.44 05 411 146
operations

Experienced downtime 0.15 -0.45 3.12° -1.42
Normal operations at end- B . B _ . B
2020 1.45 0.23 1.35 0.28
On temporary downtime at 5 5 _
end-2020 0.26 0.42 0.01 0.42
Company age -0.01 -0.01 -0.01 -0.01
Company size 0.02 -0.14 -0.07 -0.16
Gender of main manager 0.17 -0.37 043 -0.44
University graduate -0.06 -0.24 0.18 -0.31
Public limited company 0.65° -0.32 0.69° -0.38
Private limited company -0.17 -0.25 0.00 =0.3
Respondent: finance 0.53b 2026 0.23 029
department

Respondent: management 0.99¢ -0.27 0.75° -0.29
Mainly foreign capital -0.32 -0.31 -1.08" -0.46
Agriculture, forestry and 9 31 073
fisheries

Food industry -0.74> -0.37
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Response on investment

Textiles 1.26¢ =035
Pharmaceutical and chemical 0.56 042
industries
Construction and civil 2 4k —04
engineering
Transport and storage 3.00¢ -0.63
Hospitality sector 1.59¢ -0.3
Information and 1 63¢ 045
communications technology
Financial activities and 6.30¢ 296
insurance

-0.85¢ B . B _ B b _
Constant (0.08) 0.86° (0.11) 0.31 0.7 3.64 1.54
Observations 1 000 1 000 991 991
Pseudo R2 0.1746 0.1095 0.2559 0.3267

Note: Logistic regression with clustered standard errors shown in round brackets. The dependent variable is 1 if the firm answered the question and
0 otherwise.

ap<0.05.
bp<001.
cp<0.001.

Table A.7 shows the results of econometric estimates with two dependent variables. In the “Turnover
and employment” column, the indicator is 1 if the company’s turnover and employment were stable
orincreased. In the “Employment” column, the indicatoris 1 if the company’s employment was stable.

Turnover and employment Employment

Table A.7: Changes in employment and turnover

Financial constraint -2.28¢ (0.43) -1.19¢ (0.41)
Experienced downtime in 2020 -3.24¢ (0.31) -1.37¢ (0.40)
Normal operations at end-2020 5.01¢ (1.09) 6.03¢ (0.44)
Export share in 2019 -2.22¢ (0.37) 2.61¢ (0.69)
Considering changing activity -1.64¢ (0.31) 0.01 (0.57)
Company age -0.01 (0.01) 0.00 (0.01)
Company size 0.61¢ (0.23) -0.45b (0.22)
Gender of main manager 0.47 (0.41) 0.76° (0.45)
University graduate 1.10¢ (0.40) -0.31 (0.38)
Public limited company -0.31 (0.62) 0.11 (0.51)
Private limited company 0.72 (0.46) 0.31 (0.36)
Respondent: finance department -0.42 (0.41) -0.25 (0.41)
Respondent: management -0.27 (0.42) -0.59 (0.41)
Corruption 1.19° (0.52) 1.36° (0.60)
Crime 0.56 (0.46) 1.03? (0.57)
Customs and foreign trade regulations 2.39¢ (0.44) 0.66 (0.54)
Labour laws 0.05 (0.43) 0.56 (0.38)
Political instability -1.79° (0.83) -0.28 (0.60)
Macroeconomic instability 0.73 (0.48) 0.47 (0.51)
Unfair competition from the informal sector 1.12° (0.406) 0.24 (0.50)
Mainly public capital -0.95 (1.27)
Mainly foreign capital -2.88¢ (0.68)
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Turnover and employment Employment

Constant -3.73¢ (1.24) -1.56 (1.18)
Observations 989 989
Pseudo R2 0.6930 0. 020

Note: Logistic regression with clustered standard errors shown in round brackets.
ap<0.05.

bp<00T.

cp<0.001.

Table A.8 shows an econometric analysis in which the dependent variables are the expected
number of months for a return to normal turnover and employment.

Table A.8: Number of months before a return to normal turnover and employment

Turnover ‘ Employment

Financial constraint -0.49 (0.39) -0.10 (0.34)
Experienced downtime in 2020 1.24¢ (0.39) 0.06 (0.28)
Normal operations at end-2020 -6.97¢ (0.64) -9.83¢ (0.80)
Export share in 2019 2.27¢ (0.61) 0.934 (0.50)
Considering changing activity -1.16¢ (0.41) -0.52 (0.36)
Agriculture, forestry and fisheries -1.62b (0.64) -1.00¢° (0.57)
Food industry -1.02b (0.50) 0.20 (0.40)
Textiles, clothing, leather and footwear 2.33¢ (0.49) 3.68¢ (0.59)
Pharmaceutical and chemical industries 1.71¢ (0.93) 0.27 (0.48)
Construction and civil engineering 5.22¢ (0.61) 6.23¢ (0.72)
Transport and storage 10.41¢ (1.02) 0.88 (0.74)
Hospitality sector 15.18¢ (1.20) 15.57¢ (1.50)
Information and communications technology -3.09¢ (0.91) -0.24 (0.89)
Financial activities and insurance 0.24 (1.43) -0.96 (1.49)
Corruption 1.52 (0.93) -2.36°¢ (0.70)
Crime -0.08 (0.53) -0.34 (0.49)
Customs and foreign trade regulations -0.85b (0.43) -0.80P (0.40)
Labour laws -0.76° (0.36) -0.98¢ (0.35)
Political instability -0.67 (1.21) -0.54 (1.36)
Macroeconomic instability -0.38 (0.41) -0.11 (0.38)
Unfair competition from the informal sector -0.15 (0.70) -0.54 (0.67)
Mainly public capital -1.24b (0.50) -0.26 (0.38)
Mainly foreign capital -1.02 (0.66) 1.52p (0.63)
Company age -0.01 (0.01) -0.01 (0.01)
Company size -0.59b (0.25) -0.23 (0.26)
Gender of main manager 0.48 (0.40) -0.63 (0.43)
University graduate 0.96b (0.49) 0.974 (0.52)
Public limited company -0.57 (0.61) -0.38 (0.64)
Private limited company -0.91¢ (0.50) -1.18° (0.56)
Respondent: finance department 1.09b (0.49) 1.69¢ (0.50)
Respondent: management 0.97¢ (0.53) 1.50¢ (0.57)
Constant 9.51¢ (1.21) 11.17¢ (1.27)
Observations 989 989

R? 0.7513 0.7861

Note: Ordinary least squares regression with clustered standard errors shown in round brackets.
ap<0.05.

bp<001.

cp <0.001.
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Table A.9: Six largest constraints perceived by companies in 2019 (Percentage of companies)

Labour Macroeconomic Political
laws instability instability

Access to Corruption Crime

financing

Financial and
insurance activities

Real estate activities 100.0 - - - 60.0 -

11.8 11.8 58.8 - 100.0 94.1

Agriculture, forestry

; 100.0 31.4 31.4 35.3 7.8 -
and fisheries
Construction and 98.6 24.0 30.1 85.6 110 192
civil engineering
Wholesale and retail 598 B 598 598 79 3 19
trade
Hotels and
restaurants 100.0 - 42.0 100.0 29.6 23.5
Food industry 23.1 37.5 50.0 51.4 59.1 41.8
Textiles 95.4 27.5 32.7 94.1 52 20.3
Extractive industries 100.0 - 100.0 - 100.0 -
Mechanical and
electrical industries 93.6 32.1 33.6 95.0 5.0 19.3
Pharmaceutical and 84.0 6.0 56.0 24.0 56.0 8.0
chemical industries
Information and
communications 87.2 - 53.8 10.3 69.2 5.1
technology
Transport and 952 - 571 143 38.1 -
storage
All sectors 75.9 22.2 41.6 67.6 33.5 21.5

Table A.10: The six largest constraints perceived by companies in 2020 (Percentage of
companies)

Customs and

Unfair compe-

Access to . Macroeconomic "
financing forelgn'trade instability tition from the
regulations informal sector
Financial and
insurance activities 118 4.7 N - 100.0 N
Real estate 100.0 40.0 - - 70.0 40.0
Agriculture. forestry 100.0 EEle 5.9 39.2 33.3 15.7
and fisheries
Construction and civil 98.6 219 247 795 411 11.6
engineering
[Yholesale and retall 100.0 12 3.7 59.8 97.6 36.6
rade
Hotels and 100.0 17.3 - 815 58.0 12
restaurants
Food industry 98.1 38.9 57.2 90.9 23.6 1.0
Textiles 974 28.1 19.0 69.3 471 2.6
Extractive industries 100.0 100.0 = = 100.0 =
Mechanical and 943 271 271 74.3 421 -
electrical industries
Fhermeceuitice] 2 90.0 32.0 32.0 22.0 14.0 52.0

chemical industries

Information and
communications 84.6 48.7 154 7.7 35.9 92.3
technology



Unfair compe-

Customs and

Acces§ = foreign trade Macrqgconomlc tition from the
financing . instability .
regulations informal sector
Transport and storage 95.2 38.1 4.8 524 4.8 95.2
All sectors 95.5 28.5 251 67.5 43.2 14.8

Table A.11 shows econometric estimates for the effects of several factors (financing constraint,
business downtime, resumption of normal operations at the end of 2020, prospect of a change in
activity, perceived constraints), which are controlled for several variables (company age and size,
gender and education level of the manager, legal form of the business, and the function of the
respondent to the questionnaire). In table A.12, the sector has been added as a control variable.

Table A.11: Change in turnover between 2019 and 2020

Change in turnover

Regression 1 Regression 2 Regression 3

Financial constraint -0.11¢ (0.02) -0.10¢ (0.02) -010¢ (0.02)
Experienced downtime in 2020 -0.20¢ (0.02) -0.21¢ (0.02) -0.19° (0.02)
Normal operations at end-2020 0.31¢ (0.02) 0.29¢ (0.02) 0.30¢ (0.02)
Share of exports, 2019 -0.52 (0.03) -0.06" (0.03) -0.08¢ (0.03)
Considering changing activity -0.10¢ (0.02) -0.09° (0.02) -0.09¢ (0.02)
Mainly public capital 0.04 (0.03) 0.04 (0.03) 0.04 (0.03)
Mainly foreign capital -0.00 (0.03) 0.02 (0.03) 0.02 (0.03)
Corruption 0.02 (0.04) 0.02 (0.04)
Crime 0.02 (0.02) 0.02 (0.02)
Customs and foreign trade regulations 0.07¢ (0.02) 0.06¢ (0.02)
Labour laws -0.01 (0.01) -0.02 (0.01)
Political instability -0.12¢ (0.03) -0.10¢ (0.03)
Macroeconomic instability 0.05¢ (0.02) 0.05¢ (0.02)
Unfair competition from the informal 0.07¢ (0.02) 0.07¢ (0.02)
sector
Company age 0.00 0.00
Size in 2019 0.02° (0.01)
Gender -0.02 (0.03)
University graduate 0.05¢ (0.02)
Public limited company 0.03 (0.02)
Private limited company 0.07¢ (0.02)
Respondent: accountant -0.01 (0.02)
Respondent: management -0.03 (0.02)
Constant =013 (0.02) -0.17¢ (0.04) -0.29¢ (0.06)
Observations 997 997 989
Pseudo R2 0.6614 0.6873 0.7022

Note: Ordinary least squares regression with clustered standard errors shown in round brackets.

5p <00

cp<0.001.
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Table A.12: Explanation of the change in turnover and employment, controlling for the sector of
companies

Change in turnover

Regression 1 Regression 2 Regression 3 Regression 4
Financial constraint -0.05c¢ (0.02) -0.02**  (0.01) -004° (0.02) -001 (0.01)
Experienced downtime in 2020 -0.11¢ (0.02) -0.01 (0.01) -0.10¢ (0.02) -0.02 (0.01)
Normal operations at end-2020 0.19¢ (0.02) 0.38¢ (0.02) 0.20¢ (0.02) 0.39¢ (0.02)
Share of exports, 2019 -0.08¢ (0.03) 0.05¢ (0.02) -0.05>  (0.02) 0.02 (0.02)
Considering changing activity -0.07¢ (0.02) 0.02 (0.01) -0.06¢  (0.02) 0.01 (0.01)
Mainly public capital 0.03 (0.02) -0.05¢ (0.01) 0.00 (0.02) -0.03° (0.02)
Mainly foreign capital 0.06° (0.03) -0.05¢ (0.02) 0.057 (0.03)  -0.04b (0.02)
Agriculture 0.05 (0.04) 0.02¢ (0.01) 0.05 (0.04) 0.01 (0.02)
Food industry 0.14¢ (0.03) 0.00 (0.01) 0.17¢ (0.03) -0.02 (0.02)
Textiles -0.10¢ (0.02) -0.00 (0.02) -0.08° (0.02) -0.00 (0.02)
Pharmaceutical and chemica 022 (003 001  (001) 022 (003 -004b  (0.02)
Construction and civil engineering -0.17¢ (0.02) -0.16¢ (0.03) -0.14¢ (0.02) -0.15¢ (0.03)
Transport and storage -0.26¢ (0.03) 0.02¢ (0.01) -0.31¢ (0.03) 0.02 (0.02)
Hospitality sector -0.23 (0.02) -0.23¢ (0.03) -0.19¢  (0.03) -0.23° (0.04)
'tre‘z%malggy” and communications 011c (003 003  (002) 008 (004 006  (0.03)
Financial activities and insurance 0.04 (0.04) -0.01 (0.04) 0.13b (0.06) 0.02 (0.05)
Corruption -0.03 (0.03) 0.08¢ (0.02)
Crime 0.01 (0.02) -0.00 (0.02)
Customs and foreign trade
eeuhtons & 003  (002) 000  (0.02)
Labour laws 0.01 (0.01) 0.01 (0.01)
Political instability -0.04 (0.04) 0.00 (0.03)
Macroeconomic instability 0.05¢ (0.02) -0.00 (0.01)
Linfair competition from the 010¢  (002) 002  (0.02)
Company age 0.00 (0.00) 0.00 (0.00)
Size in 2019 0.00 (0.01) 0.04¢ (0.01)
Gender of main manager -0.01 (0.02) 0.02 (0.02)
University graduate 0.02 (0.02) -0.02 (0.02)
Public limited company 0.03 (0.02) 0.05b (0.02)
Private limited company 0.06¢ (0.02) 0.07¢ (0.02)
Respondent: finance department -0.02 (0.02) -0.02 (0.02)
Respondent: management -0.04¢ (0.02) -0.03 (0.02)
Constant -0.16¢ (0.02) -0.39¢ (0.02) -0.30¢  (0.06) -0.52 (0.05)
Observations 997 997 989 989
Pseudo R? 0.7455 0.7236 0.7711 0.7457

Note: Ordinary least squares regression with clustered standard errors shown in round brackets.
9p <0.05.

®p<0.01.

¢p<0.001.
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Table A.13: Change in employment between 2019 and 2020

Change in employment

Regression 1 Regression 2 Regression 3
Financial constraint -0.04¢ (0.01) -0.04¢ (0.01) -0.03¢ (0.01)
Experienced downtime in 2020 -0.02¢ (0.01) -0.03¢ (0.01) -0.02b (0.01)
Normal operations at end-2020 0.48¢ (0.02) 0.47¢ (0.02) 0.47¢ (0.02)
Share of exports, 2019 0.07¢ (0.02) 0.04° (0.02) 0.02 (0.02)
Considering changing activity -0.01¢ (0.01) 0.00 (0.01) -0.01 (0.01)
Mainly public capital -0.05¢ (0.02) -0.03¢ (0.02) -0.03 (0.02)
Mainly foreign capital -0.04¢ (0.02) -0.00 (0.02) 0.01 (0.02)
Corruption 0.11¢ (0.03) 0.10¢ (0.03)
Crime 0.01 (0.02) 0.01 (0.02)
Customs and foreign trade regulations 0.01 (0.01) 0.01 (0.01)
Labour laws -0.00 (0.01) -0.01 (0.01)
Political instability -0.08¢ (0.02) -0.07¢ (0.03)
Macroeconomic instability 0.00 (0.01) 0.01 (0.01)
Unfair competition from the informal sector 0.03° (0.01) 0.04¢ (0.01)
Company age 0.00 0.00
Company size 0.03¢ (0.01)
Gender of main manager 0.01 (0.02)
University graduate -0.01 (0.02)
Public limited company 0.05b (0.02)
Private limited company 0.07¢ (0.02)
Respondent: finance department -0.02 (0.02)
Respondent: management -0.04b (0.02)

Note: Ordinary least squares regression with clustered standard errors shown in round brackets.
7p < 0.05.
®p<0.01.

‘p <0.001.
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5.3 Description of the sample by sector, size and governorate
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5.4 National business directory data from the National Statistics Office
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