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Introduction <<< “

* Higher expected difficulties in MENA countries

e Pre-pandemic structural constraints

e Weak Government support
e Impact of containment policies in four MENA countries
e Stringency of measures
e \olatility

e Heterogeneous effects
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Issues L ‘

Does the level of restrictions and their volatility have a significant

effect on firms’ performances?
* Which firms did better in closure times?

* Is the availability of credit effective in dampening the effects of

higher stringency/volatility?

* Are foreign/exporting firms relatively advantaged or disadvantaged

when stringency or volatility increase?

* Which strategies of firms’ adaptation work with higher

stringency/volatility?
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The literature <<< ‘

Early-stage short run studies

Apedo-Amah et al. (2020) : Severe effects on sales, financial situation,
exacerbated by the difficulty of accessing finance and uncertainty.

Bartik et al. (2020) : More than 40% of SMEs were temporarily closed
while employment was reduced by 40%. This is due, mainly, to the
absence of cash before the pandemic.

Ashraf (2020) : Covid containment measures have a negatively
significant impact on stock market returns.

Webster et al. (2022) : While stay-at-home restrictions and public
transport bans have a negative impact on firms’ sales, workplace
closure has a positive impact.
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* Chen et al. (2020): The stringency has negative effect firms’ stock
returns in the US tourism and leisure sector, while positive effect on
the e-commerce sector (Alfonso C et al., 2021).

* Fernandez-Perez et al. (2021) : The increase of the stringency of anti-
Covid measures has a negative impact on stock market returns.

* Guerrero-Amezaga et al. (2022): Firms’ performances are significantly
correlated to their expectations induced by government support.

e Buchheim et al. (2022): The announcement of school closure in
Germany was the triggering factor of the plunge in firms’
expectations.
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Data, Methodology and Empirical Model

ECONOMIC
RESEARCH

FORUM




L
Database KL .‘

* ERF Covid-19 MENA Monitor
e 4 rounds of firms (500) surveys
e Egypt, Tunisia, Morocco and Jordan.

Table 1 : Waves of the Enterprise Survey

T aen wavez Jwaes

Jordan Feb-March. 2021 May-June. 2021 August-Sept. 2021
Morocco Feb-March. 2021 June-July. 2021 August-Sept. 2021
Tunisia Jan-April. 2021 June-July. 2021 August-Sept. 2021
Egypt Feb-March. 2021 June-July. 2021 -
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Figure 1: Monthly average of Stringency Index
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Figure 2: Change in sales through the different 1$C ¢ “

waves per country

average sales in US$
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Methodology << “

We estimate the effect of the change and volatility in stringency
index on firm sales:

LnSalesi,c,s,w = a + BDELTASIc,s,w-6 + yVOLSlIc,s,w-6 +

uXi,c,s,w + {c + s + nw + &i,c,s,w (1)

e LnSalesi,c,s,w : sales of firm i in country c, sector s from wave
W
e DELTASIc,s,w-6 = Slc,s,w - Slc,s,—6
e Xi,c,s,w : firm-level characteristics ( size, foreign, access to
finance).
e Fixed effects for country: ({c ), sector (6s ) and wave (nw ).

e Standard errors are clustered at country-sector-wave level.
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The cycle in Sl is obtained by detrending SI, estimating the
following regression for each of the four countries:

SIm = a + BSIMm-1 + yTIMEmM + em (2)

e SIm-1 : the stochastic trend.

e TIMEm : the deterministic trend.

e The cycle of Sl is the residual (em).

e The volatility of Sl is then constructed as the standard error

of this residual, over a six-months period before the wave of

the interview.
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Results
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Baseline estimations, OLS

(1) (2) (3) (4]
log(sales) log(sales) log(sales) log(sales)
DELTASI ¢ w—s -0.023%* -0.022%* -0.020%* -0.020%*
(0.010)  (0.010)  (0.010)  (0.010)
VOLS c w_s -0.105%**  _0.108%*** .0.073* -0.073*
(0.038)  (0.039)  (0.038)  (0.038)
FOREIGN, - < w 0.245 0.232 0.206
(0.160)  (0.160)  (0.160)
FINANCE, _ . .. 0.649%**  (.636%** ([.625%**
(0.124)  (0.127)  (0.126)
EXPORT; - s w 0. 7BB***  (0.7h0%** (. TF77***
(0.111)  (0.110)  (0.109)
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(1} (2} (3} (4]
log(sales) log(sales) log(sales) logisalkes)
SIZE; - ¢ o (ref=0-5]
&-49 0.B58*** 0.ET2¥** 0.366%*"
(0.167) (0.165) (0.167)
50-199 1.B1B*** 1 g15%** ] G26%**
{0.203) (0.202) (0.203)
2004 2. T20%%% 3 RTR¥** 2 pI0HF*
(0.630) (0.644) (0.636)
CHANGEEBM; -z » 0. 75g***
(0.186)
DMGITAL; - ¢ 0.GE2¥**
(0.164)
Observations 2608 2505 2568 2505
Sector fixed effects VES VES was was
Country ficed effects yes wEeS wes wes
Wawve hixed effects WES WES wes wes
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Heterogeneity Analysis ""

1 7 3 1 G
FINANCE FOREIGN EXPORT DIGITAL CHANGEEM

Panel A - using stingency index (51

VARIABLE. , 0.710%**  0.160 0.607*** 0182 0.106
(0.188)  (0.225)  (0.042)  (0.399)  (0.309)
DELTASL , . ¢ 0.021%* 0019 0017 -0.042%%* Q046

(0.010)  (0.010)  (0.008)  (0.009)  (0.008)
VARIABLE. , . x DELTASL , pg -0004  -0.031%** -0008**  0062%**  (.061%**

(0.008)  fo.011)  (0.011)  (0.009)  (0.008)
VOLSI , . & 0104**  -0.110%**  -0.110%** .0.085*  -0.115%

(0.040)  (0.040)  (0.037)  (0.049)  (0.050)

VARIABLE. , , x VOLSL . s -0016 0033 0.041 0.067 0.100**
(0028)  (0.043)  (0.028)  (0.050)  (0.047)

M 2345 2945 2345 2345 25b4
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(1) 12) 13 (4) 15)

4
FINANCE FOREIGN EXPORT DIGITAL CHANGEBM .

Fanel B - ming international travel restrictions (ITR)

VARIABLE. , D.EI0*** 0222 0.755%**  1.045%** 1.225%%*
(0.169)  (0.200) (0127} (0302)  (0.3%)

DELTAITR: 4.6 DATS***  .0.400%*  .0.301%** .0.O6T*** .1.171%**
(0.162)  (0.159)  (0.145) (0.207)  (0.200)

VARIABLE, , . = DELTAITR_, _ . 0.030 0.TOB***  .0.425%  (0.034%** 11274

(0.164)  (0.263)  (0.248)  (0232)  (0.213)

VOLITR. , & 31734 I (0IVO IQQEYY .1700%*  .1630%
(0632)  (0.619)  (0.582)  (0865)  (0.683)
VARIABLE. . « VOLITR. ..  0.048 1016*  -0.306  0.564 0.513
(0360)  (0.613)  (0.414)  (0688)  (0.680)
Observations X505 25495 25495 2545 2568
Firm l=vel controls YES e yes yes yes
Sector fixed effects yEs v e e s
Country fixed effects yES Ve yes yes e
Wave fced sffects yEs Ve yes yes e

Standard drrars Cluttiried ot the couniry- el tor-wave vl in parehthetes
gDl g 005 77T g DU
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Interaction between change and volatility in Sl

M 0 ™
= 6 | = 3 =0 i = 12
DELTASI ¢ i 0.124%**  (0.072** (0.061*** (0.055***
(0.026) (0.032) (0.018) (0.010)
VOLSI, ; o —; -0.166*** 0.011 -0.234%%* _Q.0sT*
(0.041) (0.057) (0.054) (0.031)
DELTASI. ¢ —; * VOLSI ;.5 -0.016%** _0.013** -0.003%* -0.003%**
(0.003) (0.005) (0.002) (0.001)
Observations 2505 2505 2505 2505
Firm level controls Ves yes Ves Ves
Sector fixed effects VEs yes Ves Ves
Country fixed effects VEs yes Ves Ves
Wave fixed effects Ves yes Ves ves
Turning point in DELTAS!, ¢ .—; T7.75 .54 20.3 18.3
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Dropping one country-wave at a time

7

W 1 W2 W 3

W O TUMISIA

OELTAS, & D.OLG*F**  _O23Es Q2>
{0.007) (0.010) Rz ul=)

VN Sl o e —n 0015 -0 09E** O 1R
{0.031) (0.039) (0.3

DELTAITR: ¢ s 0108 -0 546*%*  _0 310
{0.109) (0.152) (0. 194

VO A TR s et ~0. 665 D DSIEEE ] TIHGE®
(0.413) (0.598) (0. 719

| FAGE 2453 2442

W0 JORDARN

CHEL TAS e s we—n ~0.019=* 0043 _0 0lo*
{0.009) (0.016) (0,010

L I~ D126+ 0020 0 15
{0.038) (0.053) (0041

DELTAI TR s ow—n  —D.g45%®E _] [23*E= 0 Fagess
(0.153) (0290 (0. ZB6)

VAT R, o et -2 OLTE**E _0620 _E_ 1IRE*E
(0.624) (0.GBE6) =

M 44T 2A5T 2430
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W'l W2 W3
WO BAOROC OO
DELTASI_ . . & o.oza+= 0.024%= o.o2wFe=
(OO D) (Ll B [ h [aj)]
VERL S o & o115s*=* o.oa3+= 0. 13g*=*
L 04D 0045 ) 000 §
BELTAITH, . . & O43p%=* 0. 4735%=* O.s53%="
Pa-14T ) (d-161 ) fO-152 %
VM ITR o s 2.191%"* 2. 027e=e 2. 819%=*
(0631} (0655 (0638 )
3 2521 2517 25149
WO EGYPT
DELTASI o w6 o.OoxF+= 0. o22==
(O0O0Z) (Ll B
VLS | s 0. 153%=* 0. 1gsT=*
(OasT) (0029 )
BPELTAITH: s w—B O4B87F*=" 0371+ ="
(O 15T (01425
VEMLITR. L e 1.S0n*=* 2. 574%E"
(0561 (O 68T )
3] X3BE 2430
Firm lewsl controlds " a1 3
Lmctor fined effects e e e
CLowntry heed effects  yex a1 g
Wave fixoed effects ] Y yEI
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Summary Findings KL “

* Not only restrictions tightening, but also higher volatility of the
stringency index are negatively associated with the variation in firms’
sales.

e Larger firms and those with access to finance have, all else equal,
performed better than other firms.

e Access to finance does not seem to lessen the negative effect of the
stringency of restrictions on sales. ® Firms’ which adapted by
changing their business model or digitalizing dampened the effects of
higher stringency.

* Only achange in the business model can dampen the effects of
higher volatility.

 There is evidence of a stronger negative effect of restrictions
tightening for foreign-owned and exporting firms.
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Thank you for

your attention!
Questions?!
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