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FOREWORD

The COVID-19 pandemic has dealt a devastating blow to businesses across the world, including
Bangladesh. It has affected companies of all sizes and across all sectors, but smaller businesses-the
micro, small, and medium enterprises-are particularly hard-hit.

These MSMEs are already precariously perched, vulnerable to all kinds of pressures. Even in normal
conditions, they operate on slim margins and constantly face the risk of disruptions-and even
closures-due to a variety of external and internal factors. The pandemic-driven global lockdowns
have caused extreme distress to these businesses: their markets have dried up, cash flows have
reduced to a trickle, jobs have been lost, and businesses have closed, with many doing so
permanently.

MSMEs are the lifeline of Bangladesh’s economy. According to available figures, 99 percent of
non-farm enterprises fall into micro and small enterprises category. Yet, even before the pandemic,
this important sector was starved of funds; the MSME sector had an estimated financing gap of
$2.8 billion. The pandemic has exacerbated the situation.

This Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh was undertaken to assess
the impact of the pandemic on Bangladesh’'s medium, small, and micro businesses. The picture that
emerges from it is quite grim. Around 83 percent of firms are making losses and 64 percent are
temporarily closed. Across the sector, 94 percent of businesses have experienced sharp drops in
sales. These business losses have choked cash flows, with 33 percent of firms saying they are unable
to pay installments on existing loans.

The impact on jobs has been worse. MSMEs play a critical role in providing jobs. They employ 20.3
million Bangladeshis-around 20 percent of the country’s adult population. Now, a staggering 37
percent of Bangladesh's workers have lost their jobs, temporarily or permanently, and 58 percent of
firms have reduced their working hours. More jobs are in jeopardy as there is no end to the
pandemicin clear sight. In this situation, urgent steps are needed to help businesses survive.

The Government of Bangladesh has responded quickly and effectively by implementing stimulus
packages and other policy measures to help MSMEs. But uptake till now has been slow. The survey
revealed that 76 percent of firms were unaware of existing COVID-19 stimulus packages from any
financial institutions. No doubt, as awareness increases, greater numbers of MSMEs will reach out
for help.



Globally, IFC responded early to the crisis by setting up a facility of $8 billion for fast-track financing
to help distressed companies survive this economic catastrophe.

As a part of COVID-19 response in Bangladesh, IFC has supported clients and financial institutions
by investing US$75 million in working capital. In addition, IFC's advisory programs have provided
technical assistance for repurposing production lines for personal protective equipment and
facilitated industry dialogues on diversification in manufacturing.

This Report, which is also part of IFC's global response, will serve as an important tool for the
Government of Bangladesh and financial institutions to make informed decisions on channeling
funds to the areas with highest potential impact. We believe that it will help the country to
effectively respond to this unprecedented and historical crisis, the likes of which the world has not
seen before.

IFC stands ready to help the government and businesses of Bangladesh get through the pandemic
and emerge stronger on the other side.

Wendy Werner, Rolf Behrndt,

Country Manager Practice Manager, South Asia
Bangladesh, Bhutan and Nepal Creating Markets Advisory
International Finance Corporation International Finance Corporation
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EXECUTIVE
SUMMARY

he COVID-19 pandemic will go down as

awatershed moment in the history of

human civilisation. The World Bank in
its report on Global Economic Prospects (GEP,
June 2020) observed, “The COVID-19 global
recession will be the deepest since the end of
World War II, with the largest fraction of
economies experiencing declines in per capita
output since1870." Further, GEP noted, “Since
1870, the global economy has experienced 14
global recessions. Current projections imply
that the COVID-19 global recession will be the
fourth deepest in this period and the most
severe since the end of World War 11" Global
growth forecasts have been downwardly
revised to negative 5.2 percent. The report also
predicted Bangladesh’s GDP growth at 1.6
percentin 2020 and 1 percentin 2021, a
significant dip from a rate that hovered around
8 percent over the previous two years.
Unlike the Global Financial Crisis, which
originated in the financial sector and gradually
impacted the rest of the world's economy, the
COVID-19 pandemic has struck like a seismic
event, stopping all economic activities at one
go. While the pandemic is impacting
businesses of all sizes, micro, small, and
medium enterprises (MSMEs) are hit especially
hard due to pre-existing vulnerabilities and
their lower resilience. The MSME sector is a key
driver of the national economy in Bangladesh.

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

Contributing 25 percent to the country’s GDP;
MSMEs play a crucial role in income generation
and resource utilization. According to the
Economic Census and Enterprise Survey, both
conducted in 2013, some 99 percent of all
non-farm enterprises fall into the micro and
small enterprises categories, providing
employment to 20.3 million Bangladeshi
workers.2 But, despite playing a pivotal role as
Bangladesh's economic engine, MSMEs face
several challenges, as presented in the figure
below.3

“While the pandemic is
impacting businesses of
all sizes, micro, small,
and medium enterprises
(MSMEs) are hit
especially hard due to
pre-existing
vulnerabilities and their
lower resilience.”

1 https://www.daily-sun.com/printversion/details/415431/2019/08/16/Role-of-micro-small-and-medium-enterprises-in-

economic-dev

2 Financing Solutions for Micro, Small, and Medium Enterprises (MSMEs) in Bangladesh

3 Women Entrepreneurs in SMEs: Bangladesh Perspective 2017 ; Financing Solutions for Micro, Small, and Medium

Enterprises (MSMEs) in Bangladesh
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These challenges are exacerbating as COVID-19
intensifies, which could result in a vicious
economic downturn. Poor access to finance for
MSMEs is already a fundamental challenge at
the heart of the country’s financial and
economic development; MSMEs in Bangladesh
suffer from a $2.8 billion financing gap.4 Supply
chains and global value chains may also
experience interruptions and further worsen
the situation. Decreasing demand will further
reduce the coffers of MSMEs, as working
capital begins to decrease. This will result in
theirinability to pay salaries and could force
them to lay off workers, driving up
unemployment rates. Itis vital to develop
effective and prompt policy responses to
safeguard the MSME sector from the adverse
effects of COVID-19.

This report summarizes the findings from the
COVID-19 Business Pulse Survey conducted
through a sample survey of MSMEs in
Bangladesh. In keeping with the spirit of the
assignment, the study aims to inform IFC and
policymakers in Bangladesh about the pulse of
the small businesses as they cope with the
COVID crisis. Specifically, the scope of work
involved a rapid survey of soo MSMEs to

"\ /

B

Lack of Working

Lack of Investment

Finance Capital
i - 1
Leveraging Global Supply-chain
Value Chains Finance
Ineffectively

collect and analyse quantitative and qualitative
data, capturing the impact of COVID-19 crisis
on MSMEs in the country.

The questionnaire comprised seven modules
covering aspects like current status of
operations, factors affecting operations, future
outlook, and policy support required to set the
stage for a lasting recovery. The survey also
covered questions on adoption of adjustment
mechanisms and on access to finance and
credit. The survey was conducted over
telephone from June 4 to 15 and responses
recorded on a Computer-Assisted Personal
Interview (CAPI) interface.s

The sample frame of MSME units for
Bangladesh was prepared by collating MSME
lists from various sources. The sample was
drawn using a simple random sampling,
ensuring proportionate allocation totwo strata
defined by"division” and"“sector” of the MSMEs,
respectively. Although the final sample size for
this survey was 500, additional units were
drawn to make up for non-responses. The
response rate was 49 percent. In all, 1044
tele-calls were made of which 516 were
successful.®

4  Financing Solutions for Micro, Small, and Medium Enterprises (MSMEs) in Bangladesh

5 SurveyCTO was used as the survey platform.

6 Aresponse rate of 1:5 was observed during the pilot survey.



The final ;oo surveyed MSMEs are distributed’
across all eight divisions of Bangladesh and
across12 distinct sectors. In the sample, fashion
and clothing (n=126), agriculture, fishing, or
mining (n=77), retail or wholesale (n=77) are
the top three sectors in terms of number of
observations. Thus, the analysis in the reportis
stratified across four sectors: the three sectors
mentioned above and other sectors, which
contains all other sectors. In terms of size, the
surveyed MSMEs were divided into three
categories of size: micro, small, and medium,
depending upon the number of fulltime
workers in the firms.2 65 percent of the
surveyed MSMEs were micro firms with less
than five fulltime workers. Additionally, of the
surveyed MSMES, 90 were women-owned,
representing 19 percent of the sample.?

At the time of the survey, around 79 percent of
the firms had managed to remain open. The
remaining 21 percent were temporarily closed,
either due to own choice or due to the existing
restrictions. It is worth mentioning that none
of the surveyed firms were permanently closed.
Across different categories of firms grouped by
their size, at least 67 percent of firms managed
to stay open with a majority partially open. The
proportion of closure™ was relatively lower for
the micro firms (15 percent) compared to small
and medium firms. In terms of sector, firms
belonging to fashion and clothing sector were
affected the most with highest percentage of
closures (37 percent). As the majority of firms
from the retail or wholesale sector deal in
essential goods, more than 9o percent could
stay open and continue business. Further, firms

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

Agriculture,

fishing, or minin
Other 9 9

sectors

Fashion and
clothing

located in urban areas reported higher
proportion of closures than those in rural
areas.

In terms of employment, 70 percent of workers
arein avulnerable position as they are
employed in businesses that are either
temporarily closed or are partially open.”

The impact on sales has been large and
widespread; 94 percent of firms experienced a

7  Barisal-2 percent; Chattogram-8 percent; Dhaka-36 percent; Khulna-10 percent; Mymensingh-8 percent; Rajshahi-31

percent; Rangpur-4 percent; and Sylhet-2 percent.
8 Micro-oto 4; small-5to 19; medium-20+.

9 Of 500 firms covered in the survey, 9o were women-owned MSMEs and 393 were men-owned MSMEs. We interviewed

senior staff from the remaining 17 units because the owner could not be located on the date of the survey.

10 Inthisreport, closure means temporary closure of business, not permanent closure.

11 Partially-open firms refer to those firms that are unable to operate normally due to government regulations.
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decline in sales 30 days before the survey
relative to the same period in 2019. The
estimated average change in sales was -52
percent. Further, the decline in sales for firms
in the fashion and clothing and retail or
wholesale sectors was significantly larger
when compared to firms in agriculture, fishing
or mining. In terms of employment, firms have
adjusted by reducing working hours of their
workers. 58 percent of surveyed firms reported
reduction in working hours for at least one
worker in the past 30 days before the survey.
This resonates with the countrywide situation
as firms could not operate fully due to the
lockdown. In fact, 12 percent of the fulltime and
part-time workers covered in the survey have
undergone a reduction in their working hours.
Further, 18 percent of the surveyed firms
resorted to laying off workers; such job losses
were estimated at 37 percent of the total
employment covered in the survey. Although
lifting of the nationwide lockdown may help
some of these jobs to come back, most firms
face uncertainty in their financial outlooks,
which makes their workers vulnerable. Thus, it
might be in the interest of both the economy
and livelihoods to take steps to minimize
disruptions.

In terms of operations being adversely affected
at least 67 percent of surveyed firms are
affected by shocks like reduction in hours
worked and availability of inputs (supply-side
shocks), reduction in demand (demand-side
shocks), and decrease in cash flow and
availability of financial services (liquidity
shocks). These shocks have varied effects on
different sectors of the economy. Businesses in
agriculture, fishing, or mining are less likely to
be affected by demand and supply shocks as
compared to the other sectors, however, they
are more likely to face disruptions in the
availability of financial services.

Rangpur 82%

Sylhet 88%

1

Note: This map shows distribution of firms by decrease in
sales in each division.

Under the current circumstances, firms that
are currently open (fully or partially) reported
that they can remain open for a median
duration of about 12 weeks from the date of
survey. Medium-sized firms exhibit better
resilience in this regard, reporting a median
value of at least 52 weeks. However, businesses
in agriculture, fishing, or mining reported a
survival span that was markedly lower, when
compared to other sectors. Similarly, the
survey suggests that businesses can continue
to cover costs with cash available for a median
duration of about 6o days. Here too, medium-
sized firms reported an average survival span
longer than micro and small firms.



Firms were also interviewed about their
outlook for the future in terms of sales and
employment. On average, the expected change
in sales and employment over the next six
months is negative; both being -12 percent. In
addition, there is uncertainty about the growth
of sales and employment-more for sales
growth than for employment growth. Such a
negative outlook and high uncertainty may
potentially lead to loss of investor confidence
in the sector, impeding future growth.

The onset of the pandemic and subsequent
lockdowns have caused firms to expedite their
move toward digital platforms. Adapting to
the new normal, 9 percent of interviewed firms
have increased or started using the internet,
social media, specialized apps and other digital
platforms in their daily business operations.
Here, small and medium firms have fared
better than micro firms with faster adoption of
digital platforms and by changing their
product mix. Moreover, around 5 percent of
surveyed small and medium firms have
invested in new equipment, software, or
digital solutions in response to COVID-19. Lack
of awareness of the benefits of technology,
lack of funds, lack of infrastructure, concerns
over privacy and data security, and inability to
deploy technology due the to lockdown could
be some of the barriers to tech adoption
among MSMEs in Bangladesh. Thus,
appropriate policy action for MSMEs is
suggested as technology upgradation may
bolster the future growth of the sector.

With respect to credit and access to finance, 49
percent of micro firms reported they do not
have sufficient liquidity to sustain their
businesses for the next three months,
compared to 40 percent and 33 percent of
small and medium firms, respectively.
However, a lesser percentage of women-
owned MSMEs have a problem with
insufficient liquidity, compared to men-owned

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

MSMEs, over the next three months. Overall,
firms are in financial distress, as 83 percent
reported to making losses over the 30-day
period prior to the survey. The situation is
graver for export-oriented firms; 96 percent
reportedly made losses over 30-day period
before the survey. Firms belonging to the
fashion and clothing sector are facing a similar
situation, with 92 percent reporting the same.

To recover from this crisis, cash transfer, access
to new credit, and loans with subsidized
interest rates were stated as the top three
most-needed policy supports. Only 2 percent
of surveyed firms received some kind of
government support since the COVID-19
outbreak. A majority of firms cited lack of
awareness about government policy measures
as the reason for not availing any public
support.

Rangpur 0%

Mymensingh 3%

4+ Sylhet 0%
Rajshahi 17%

Khulna 8%

1

Figure: Geographical distribution of temporarily closed firms

Key highlights of the study have been
summarized in the next section.



Key highlights of the study

Impact on business operations

21% of firms are temporarily
closed, either by choice or by
government mandate

)
o

! 6 Fashion and clothing sector

had the highest percentage of
% temporarily closed firms
among the top three sectors

Sales declined over the last 30
days for 94% of firms

70% of all workers were in
vulnerable jobs

37% of workers lost their jobs
over the last 30 days

e

91% of firms were affected by
decrease in cash flow

Reduction in cash flow
affected the fashion and
clothing sector most among
the top three sectors

On average, businesses had
enough cash available to
cover costs for 110 days

Expectations about the future and
uncertainties involved

Average of expected change
O @ insalesaswellasin
employment in three
scenarios (optimistic,
pessimistic, and regular) is

-12% for the next six months

«@» High uncertainty about sales
. growth (uncertainty
"‘ value~37%) and employment

growth (uncertainty
value~21%)

70% of micro firms had

X\
negative outlooks on their

changein sales

Firms’ response to the shocks

9% of firms increased or
started using of digital
platforms

Small and medium firms
fared better than micro firms
in tech adoption

Hie

Financial impacts

\—\ 83% of firms reported
making losses in the
ge last 30 days

The fashion and
clothing sector had
the highest number of

II Ba firmsmakinglosses

<= 45% of firms faced
S/= liquidity risks over next
E@ three months

59% of firms preferred

low interest-rate

financing as effective

financial support
I

63% of firms required
financial support for
ooooo more than one year
oooagf - sypport

Required policy support

Cash transfer, access
to new credit, and
loans with subsidized
interest rates is the
preferred combination
of most-needed
policies

!

Policy implementation gaps

Policy support reached

%% 2% of firmsin all

Lack of awareness is
— the primary reason for
non-utilization of policy
support measures




Description of the
sample and summary
statistics

In this section, we provide a brief
description of the sample and
responses collected during the
survey. The Bangladesh MSME
Business Pulse Survey (BPS),
including quality-control back
checks, was conducted between
June 4and 16, 2020. A
comprehensive listing of MSME
units with telephone numbers does
not exist in Bangladesh. We
therefore compiled the sample
frame from various sources.? A
two-stage stratified random sample
design was adopted. In the first
stage, ‘division" was considered—the
location of the MSMEs and in the
second stage, ‘sector'—which of the
12 sectors the MSMEs operated

in—was considered as stratum units.

In all, 1044 firms were contacted
over phone and responses collected
from 516 firms with a response rate
of around 49 percent.

12 The sample frame was collated from the
following sources: Small and Medium
Enterprise Foundation, Joyeeta Foundation,
Bangladesh Small and Cottage Industries
Corporation, Innovision Consulting Private
Limited, and Bangladesh Rating Agency
Limited.

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh
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Phone Calls Frequency Proportion
Successful Interviews 516 49%
Unsuccessful Interviews 528 51%
(Non-responses)

Total Phone Calls 1044

Table: Summary of non-responses

Sector/Division Baris- Chittagong Dha- Khul- Mymensin- Rajsha- Total
al ka na gh hi

Agriculture, fishing, or
mining

Other manufacturing

Construction or
utilities

Retail or wholesale

Transportation and
storage

Food services

Information and
communication

Other services

Fashion and clothing

Leather

Light engineering

Plastic
Total

Table: Distribution of the surveyed units by division and sector

Characteristics Median Relevant sample size

Number of fulltime workers

Number of part-time workers

Number of part-time workers in firms with at
least one part-time worker

Share of female workers (in %)

Share of female workers in firms with at least
one female worker (in %)

Age of the firms (in years)

Share of exports in 2019 (in %)

Share of exports for firms with non-zero share
of exports in sales in 2019 (in %)

Table: Key statistics from data in the sample
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65% 52%

27%

48%

Rural Urban

8%

uMicro(0-4) = Small (5-19) =Medium (20-99)

Figure: Distribution of businesses across strata: Figure: Distribution of businesses across strata:

Size of firms Top three sectors

Plastic [} 2%
Light engineering _ 14%
Leather |GG 7
Other services | -1
Information and communication I 0.5%
Food services _ 13%
Transportation and storage ||| | G s

Construction or utilities [J] 1%

Other manufacturing | -7

Figure: Composition of other sectors

44%

25%

15% 15%

Fashion and clothing Agriculture, fishing, or Retail or wholesale Other
mining

Figure: Distribution of rural and urban MSME firms
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Figure: Distribution of surveyed women-owned MSMEs and micro firms by division

Dhaka 49%
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Figure: Distribution of surveyed women-owned MSMEs and micro firms by division
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INTRODUCTION

he COVID-19 pandemic has been unlike

any other crisis the world has seen in

the past, in terms of its scale and
impact. It has necessitated unprecedented
levels of social support and stimulus packages
by governments across the globe to manage
economic fallouts due to burgeoning case
numbers and social distancing.”

The pandemic has brought miseries and
hardships indirectly due to the lockdowns and
resulting shutdown of businesses and other
activities. Consumers remained inside their
homes and demand for non-essentials crashed.
Bangladesh reported the first COVID-19 cases
on March 8, 2020, which increased to more
than 200,000 by July 17,2020.% In an attempt
to contain the spread of the virus, the
Government of Bangladesh declared a national
holiday from March 26 to May 30, mandating
closure of government and private offices and
placing restrictions on public transport and
individual movement. Since then, lockdowns
have been imposed on zones demarcated by
case density. Due to these steps taken to
prevent the spread of the virus in the country,
the outbreak has already wiped out a few
quarters of GDP, and, the ravage is still
unfolding.

Micro, small, and medium enterprises (MSMESs)
are facing severe challenges all over the world;
more so in developing economies, including

Bangladesh. MSMEs are closed, temporarily
closed, or partially open. Uncertainty is further
exacerbating the problem. COVID-19's impact
on health is severe on persons with pre-
existing health issues. The same applies for
MSMEs as well. Given the sector’s pre-existing
vulnerabilities, their ability to withstand the
pandemicis limited as most of these entities
are typically small and without deep pockets.

The MSME sector is the backbone of a growing
economy. Not only does it help in growth and
development, it also brings much-desired
equity and inclusion. In Bangladesh, more than
90 percent of non-farm enterprises are
MSMEs,s According to the Economic Census of
2013, 7.8 million enterprises operate in
Bangladesh. The cottage and microenterprise
segment accounts for 8g percent of these
enterprises, while small and medium
enterprises constitute the remaining 11 percent.

13 https://www.imf.org/en/Topics/imf-and-COVID19/Policy-Responses-to-COVID-19

14 For current numbers: https://www.worldometers.info/coronavirus/country/bangladesh/ and for day zero (that

is, the first reported case): https://web.archive.org/web/20200327163555/https://www.reuters.com/article/

us-health-coronavirus-bangladesh-idUSKBN2oVoFS

15 Financing Solutions for Micro, Small, and Medium Enterprises in Bangladesh, The World Bank Group



Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

MSMEs in Bangladesh provide employment to
20.3 million workers, which makes the sector
the largest source of employment after the
agriculture sector. Even though the MSME
sector employs a large share of the workforce,
informality characterizes®® the sector. Thereis a
sizeable gap in access to formal finance for
MSMEs in Bangladesh even in normal times
and despite theirimportant role in the national
economy and in job creation.” This lack access
to formal credit can lead to inadequate
liquidity which in turn canresult in insolvency.
As this report shows, MSMEs, particularly the
fashion and clothing sector are experiencing a
sudden plungein sales. Given its sharein
output and employment, it makes the whole
Bangladesh economy vulnerable to a deep
shock.

The inclusion of a chapter with special focus on
MSME and cottage industries developmentin
the National Industrial Policy 2016 shows the
Government'’s continued and enhanced focus
on the MSME sector to foster economic
growth. The economic transformation of
Bangladesh, coupled with its transitioning into
a middle-income country,® poses multiple
challenges for the country in the face of this
pandemic. The sustainable path to strong
economic growth must include a quick
recovery of the MSME sector.

Major commitments demonstrated by the
government to ameliorate the pain points of
SMEs is through providing collateral-free,

single-digit SME loans, refinancing for SMEs,
cluster-based SME development, special
priority to women entrepreneurs in providing
SME loans, 15 percent quota for women
entrepreneurs, continuous training for capacity
building of SME entrepreneurs, a special drive
to increase market access and market linkage
of SME products, special incentives for
procuring environment-friendly and productive
machinery, export-oriented SMEs to get
priority fiscal and non-fiscal incentives, etc,™

The Sustainable Development Goals 1(SDG 1),
focused on reaching the last mile and
addressing exclusion and inequality of access,
and SDG 17, focused on unlocking public and
private finance for the poor at the local level,
underline the importance of reviving the MSME
sector.

According to Global Economic Prospects (GEP,
June 2020), GDP growth in FY 2020-21 has
been forecast at the drastically low value of 1
percent. The GDP growth forecast for FY
2019-20 Was 1.6 percent; against the estimated
growth of 8.2 percentin FY 2018-19. The
COVID-19 outbreak is severely affecting the
two main sources of Bangladesh’s external
earnings: exports of readymade garments and
remittances. Against this backdrop, the
International Monetary Fund (IMF) approved a
disbursement of about $244 million, under the
Rapid Credit Facility (RCF), to help the
country's economy cope with the COVID-19
situation.

16 Informality means they are not registered with the government

17 http://documentsiworldbank.org/curated/en/995331545025954781/Financing-Solutions-for-Micro-Small-and-

Medium-Enterprises-in-Bangladesh.pdf

18 “Gimenez, Lea; Jolliffe, Dean; Sharif, Iffath. 2014. Bangladesh, a Middle Income Country by 2021: What Will it

Take in Terms of Poverty Reduction? World Bank, Washington, DC. @ World Bank. https://openknowledge.

worldbank.org/handle/10986/18668 License: CC BY 3.0 IGO”

19 SMEs of Bangladesh (Vol 4, 2018); Published in Bangladesh by The Bangladesh Rating Agency Limited (BDRAL)



To mitigate the effect of the pandemic, the
Government of Bangladesh is providing
working-capital facilities totalling TK20,000
crore ($2.36 billion) for the cottage, micro,
small, and medium enterprise (CMSME) sector.
Of this TK10,000 crore ($1.18 billion)* was
provided as part of a refinancing scheme.?

Since the MSME sector is strategically
important for the economic revival of the
country once the pandemic is over, this study
looks into the extent of the impact of
COVID-19 and provides a comparative
assessment of the sector this year, compared
to the same period last year. Thisis a
perception survey and the interpretation is
based on the responses by respondents on the
date of the survey.

The COVID-1g situation is evolving rapidly on a
day-to-day basis. Although, along with our
survey partner Innovision Consulting, we have
taken great care during the survey and prior to
preparing this report, the study represents the
findings at a pointin time. Additionally, the
sample size is guided by the terms of reference;
therefore generalization of the results must be
done keeping these aspects in mind.

In the chapters to follow, we have provided the
status of the MSMEs and the requirements of
support as reported by the respondents. The
report has been divided into the following
sections: a) Impact of COVID-19 on businesses
in Bangladesh, covering impact in terms of
operational status, sales, employment, and
channels affecting operations; b) Expectations
about the future and uncertainty; c) Responses
to the shock; d) Vulnerability and access to
finance; and e) Role of policy.

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

“Since the MSME sector is
strategically important for the
economic revival of the country
once the pandemic is over, this
study looks into the extent of

the impact of COVID-19 and
provides a comparative

assessment of the sector this
year, compared to the same
period last year.”

20 Currency conversion rate from TK to USD was used as on 22 September 2020 (USD 1=TK 84.85)

21 Source: https://www.bb.org.bd/smeportal/circulars.php



Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

02

IMPACT OF COVID-19
ON BUSINESSES

his chapter discusses the impact of the

pandemic on MSME operationsin

Bangladesh. The chapter has been
structured into five sections. Section 2.1
discusses the operational status of firms in the
wake of the pandemic-induced lockdown.
Sections 2.2 and 2.3 discuss adverse effects of
the pandemic on sales and employment
scenarios of firms. The impact on sales has
been analyzed by studying the change in sales
for 30 days previous to the interview compared
to the same period last year. The impact on
employment has been presented in terms of
various labour-adjustment mechanisms
adopted by the surveyed firms to cope with
the situation. Sections 2.4 and 2.5 discuss the
various shocks faced by firms and their ability
to survive through them.

2.1. Operational Status

At the time of the survey, around 79
percent of the firms remained open; the
remaining 21 percent were temporarily
closed, either by their own choice or due to
government regulations (Figure 2.1). It is
worth noting that none of the surveyed firms
were permanently closed. Of the total firms
that were open (n=393), more than half (n=214)
could not operate normally due to the
lockdown. Of the firms that were closed
(n=107), 71 percent (n=76) were closed by their
own choice. Itis important to note that own
choice is not to be misconstrued as a normal

business decision. At best, we can say thatitis
due to the lockdown, but we cannot
completely rule out thatitis independent of
the current situation.

Across different categories of firms
grouped by size, at least 67 percent
managed to stay open, with a majority of
them being partially open (Figure 2.2).

Thus, a lower proportion of the firms remained
closed—Dboth by government mandate as well
as by their own choice—at the time of the
survey. Moreover, the proportion of closure is
relatively lower for micro firms (15 percent)
compared to small and medium-sized firms.
This could be because around 61 percent of
surveyed micro firms are located in rural areas
where the impact of the lockdown has been
less severe compared to that in urban areas.
On the contrary, more than 61 percent of small
and medium firms are located in urban areas.

: :
\38% i
: !
N 4
15%
6%

Open Partially open  Temporarily Temporarily Permanently
(mandated) closed closed (own closed
(mandated) choice)

Figure 2.1: Distribution of firms by current status of

operations



Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

0,
45% 43%
41%
26% 26% 27%
24%
9%
5% 6% ﬁ .
Medium (20+) Small (5-19) Micro(0-4)

mOpen  mPartially open (mandated) = Temporarily closed (mandated) = Temporarily closed (own choice)

Figure 2.2: Distribution of firms by current status of operations and size

65%
o,
48% Bl
35%
I !
229% E 24% '
1 1
9 ; i 15%
12% ol 113% ' T
E | 5°/
1% l :I : 30/0 40/0 0
— 1 1B ! -
Agriculture, fishing, or mining Fashion and clothing Retail or wholesale Other sectors

mOpen mPartially open (mandated) = Temporarily closed (mandated) = Temporarily closed (own choice)

Figure 2.3: Distribution of firms by current status of operations and sector?

As presented in Figure 2.3, firms belonging low sales at of shops/firms dealing in fashion
to the fashion and clothing sector have and clothing. However, more than 9o

been affected the most with highest percent of firms in the retail or wholesale
percentage of closures. Of the closed firms sector was open at the time of the survey.
from the fashion and clothing sector (n=46), 65 This might be because a majority of firmsin
percent of firms temporarily shut down by this sector deals in essential items, including
their own choice and not due to government groceries and medicines, and were allowed to
regulations. This might be due to a decrease in remain open during the nationwide shutdown
demand for non-essential products leading to from March 26 to May 30.

23 Thetop three sectors with the highest number of observations have been considered separately while the
others have all been grouped into the ‘Other sectors’ category. The relevant sample sizes for each are: Fashion
and clothing (n=126): Agriculture, fishing, or mining (n=77); Retail or wholesale (n=77); Other sectors (n=220)
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Firms located in urban areas have been
affected more than those located in rural
areas (Figure 2.4). Around 83 percent of the
firmsin rural areas remained open while for
firmsinurban areas it was 74 percent. Of the
firms that have closed in urban areas (n=63),
more than 8o percent were temporarily closed
by their own choice. This might be because
they are more sensitive to the outbreak and
have taken self-precautionary measures.

Around 70 percent of all workers covered
by the survey are employed in vulnerable
jobs (Table 2.1). Vulnerable jobs are jobs in
firms that have temporarily closed or are
partially open, since these are the firms that
are more likely to run into liquidity crises, to
end up unable to pay salaries, and to start
laying off workers. In fact, vulnerable workers
comprise over 50 percent across all categories
of firms, except small firms and those involved
inin agriculture, fishing, or mining.

Partially
open
(mandated)

Business
characteristics

Total

Temporarily

((QELLENLTe))

40%

21%

Urban
®Open ® Partially open (mandated)
® Temporarily closed (mandated) = Temporarily closed (own choice)

Figure 2.4: Distribution of firms by current status of
operations and region

Vulnerable
((ELEY
open +
temporarily
closed)

Temporarily
closed (own
choice)

closed

Micro (0-4)

Small (5-19)

Medium (20+)

Men-owned

Women-owned

Fashion and clothing

Agriculture, fishing,, or
mining

Retail or wholesale

Other

RUIEL

Young (0-4)

Maturing (5-14)

Established (15+)

Exporter

Non-exporter

Note: Total number of workers is the sum of fulltime and part-time workers

Table 2.1: Distribution of workers by current status of business
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2.2. Impact on Sales

The pandemic has had adverse effects on sales
of the surveyed firms; 94 percent had
decreased sales in the 30 days prior to the
survey relative to the same period in 2019
(Figure 2.5). The average change in sales for
micro firms stood at -51 percent while that for
small and medium firms combined stood at -55
percent.

94%

3% 3%
—

Increase Remain the same Decrease

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

The median change in sales for the sample
(n=398) was -50 percent (Table 2.2). While the
change in sales had been varied—ranging from
-100 percent (for the bottom 10 percent of
firms in fashion and clothing) to no impact (for
the top 10 percent of firms in agriculture,
fishing, or mining)—the drop is widespread
across sizes, sectors, regions, age, and export/
non-export status. The median change is close
to the mean for most dimensions observed in
Table 2.2, indicating that the figures are not
driven by outliers.

micro

— Micro (0-4)

Small & medium (5+)

0.000
-100 -50 0
change in sales

Figure 2.5: Distribution of firms by reported and estimated change in sales over the last 30 days

Note: Firms which have been closed for four weeks
or more were not asked this question. Further,
responses recorded as ‘Don’t know" have been
removed. Relevant sample size (n=398).

1oth
percentile

Business characteris-
tics

Average
change

Total

Note: Of 398 firms, relevant sample size for micro
firms=280; for small and medium firms=n8

2sth
percen-
tile

goth
percentile

75th percen-

Median change tile

Micro (0-4)

Small (5-19)

Medium (20+)

Men-owned

Women-owned

Fashion and clothing

Agriculture, fishing, or
mining

Retail or wholesale

Other
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Rural -49 -90

Young (0-4) -50 -80

Maturing (5-14) -51 -90

Established (15+) -54 -90

Exporter -50 -80

70 -50 30 -15
Urban -55 -90 -80 -6o0 -40 -20
70 -50 -40 -20
-75 -50 -30 -10
-75 -60 -30 -15
-70 -50 -30 -30
-80 -60 -50 -25

Non-exporter -56 -90

Note: (-ve) sign of the numbers in the table suggest decrease in sales. The data on drop in sales was collected only from those firms that

were open, partially open, or not closed for more than four weeks.

Table 2.2: Distribution of change in sales by business characteristics (in %)

The decline in sales for firms in the fashion
and clothing and the retail or wholesale
sectors is significantly larger relative to
those in agriculture, fishing, or mining
(Figure 2.6). When controlling for the different
characteristics of businesses like size, gender of
ownership, region, and age, the effect of the
sector on change in sales was statistically
significant when the agriculture, fishing, or
mining sector was taken as the base level
(Appendix 9). Firms in the fashion and clothing
sector are estimated to have experienced the
highest drop in sales compared to the other
sectors.

Different characteristics of the businesses
explain only a small proportion of the
variation observed in change in sales due to
COVID-19 (Figure 2.7).% A regression model
was employed, where the reported changein
sales for firms was the response variable. The
explanatory variables in the model were
business characteristics such as size, gender of
ownership, sector, region, and age. The model
with all the business characteristics put
together as independent variables, account for
only 13 percent of the variation in sales

reduction. This model cannot explain the
remaining 87 percent of the variation
(Appendix 9).25 A backward stepwise regression
model was employed to check if the value of
adjusted r-squared can be further improved.
Further, the maximum variation of 13 percent
was obtained out of all iterations using
different combinations of business
characteristics in the stepwise regression.

This resonates with the findings of Table
2.2 that the pandemic has widespread
impacts in terms of change in sales across
businesses with different characteristics.

24 Firms that were open, partially open, or not closed for more than four weeks at the time of survey were included in the

regression model.

25 Toobtain this estimate, the percentage change in sales is regressed on dummies for the variables size, formality status,

sector, region, age, and exporting status, and both the prediction from the regression (the explained component) and the

residual (the unexplained component) are computed across all observations.
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Note: Fashion represents the fashion and clothing
sector, Agriculture represents agriculture, fishing, or
mining sector; Retail represents retail or wholesale.
Other sectors represent the following: Other
manufacturing, construction or utilities,
transportation and storage, food services,
information and communication, other services,
leather, light engineering, plastic.

T T T
Fashion and clothing Agriculture Retall or wholesale Other

[aN]
=

015

Probability
01

. Figure 2.6: Marginal effect of sector on change in sales

(Yol
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Change in sales (%)
. Change in sales Change in sales
Change in sales unexplained exblaine
obser?/ed in the data g%a(ita?iteer:"iggcs obglervaglgsy
Figure 2.7: Distribution of the reduction in sales explained by the observed characteristics of the firm
Table 2.3, summarizes the direction of wholesale, and firms from other sectors are
statistically significant coefficients of the estimated to report greater reduction in sales
regression model (Appendix 9) discussed compared to firms in the agriculture, fishing, or
above. Fashion and clothing, retail or mining sector.

Business characteristics (Explanatory

variables) Reported change in sales (Response variable)

Size

(-) Fashion and clothing

Sector (-) Retail or wholesale
(-) Other
Region
Age of business
Gender of ownership (+) Women-owned

Note: (a) Base levels for size is micro (0-4); sector is agriculture, fishing, or mining; region is rural; age of business is young
(0-4); gender of ownership is male
(b) Empty cells reflect a statistical non-significant effect

19|

Table 2.3: Estimated effect of business characteristics on reported change in sales
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2.3. Impact on Employment

Reduction in the number of working hours is a
severe and immediate impact of COVID-19—58
percent of surveyed firms reported
reduction in working hours of at least one
worker (Figure 2.8), which has affected 12
percent of the employment covered in the
survey (Table2.4). Thisadjustment mechanism
is most prominent among young firms with 43
percent of their workers facing reduction in
working hours. Similarly, 41 percent of firms
have reduced wages of their workers. As can
be observed in Table 2.4 , 19 percent of all
fulltime and part-time workers covered in this
survey experienced wage reduction. This
adjustment response is most prominentin
micro firms. At the time of the survey, 18
percent of surveyed firms had laid off
workers in response to the shock (Figure
2.8).

Total job losses were reported at 37 percent
of workers (Table 2.4). Please note that the

denominator used in the values in Table 2.4, are
the total number of workers. Job losses in
medium firms were relatively higher compared
to small and micro firms. Similarly, workers in
the fashion and clothing and in the agriculture,
fishing, or mining sectors suffered higher job
losses than those in the retail or wholesale
sector. Laying off has been disproportionately
high for firms located in urban areas compared
to those in rural areas; this difference is
statistically significant (Appendix 13). 56%

41%
31%
18%
i 6%

Hired Laid off Granted leave Granted leave Wages Hours reduced
without pay with pay reduced

Figure 2.8: Proportion of businesses reporting at least

one worker in each category

Absence

Characteristics Hired Laid off wi;l;cut Abse::’ with r:;augceesd r: douucres d
Total 5% 37% 3% 51% 19% 12%
Micro (o-4) 7% 7% 1% 45% 45% 17%
Small (5-19) 3% 4% 8% 21% 8% 9%
Medium (20+) 5% 70% 1% 73% 15% 12%
Men-owned 9% 51% 2% 56% 15% 15%
Women-owned 0% 21% 4% 47% 22% 4%
Fashion and clothing 0% 24% 3% 45% 21% 6%
Agricultur.e,.ﬁshing, or 56% 25% 2% 19% 8% 12%

mining

Retail or wholesale 0% 2% 1% 12% 17% 42%
Other 7% 62% 4% 66% 16% 19%
Rural -49 -90 -70 -50 -30 -15
Rural 18% 16% 3% 23% 18% 25%
Urban 3% 40% 3% 55% 19% 10%
Young (0-4) 39% 5% 27% 9% 39% 43%
Maturing (5-14) 2% 33% 2% 53% 34% 13%
Established (15+) 3% 43% 1% 54% 5% 7%
Exporter 0% 76% 1% 79% 1% 7%
Non-exporter 7% 25% 5% 36% 13% 13%

Note: Total number of workers is the sum of fulltime and part-time workers

Table 2.4: Proportion of workers affected in each category of response on employment structure

20
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Table 2.5 depicts the results from a regression
model (Appendix 13), where different business
characteristics are used as explanatory
variables to estimate the adjustments in
employment as a response to COVID-19. The
direction of significant regression coefficients
have been highlighted in the table. Small and
medium firms seem to be
disproportionately granting leave of
absence with pay to workers relative to
micro firms (Table 2.5). Besides, small firms
are more likely to send their workers on leave
without pay compared to micro firms. These
results are in line with the observations from
Figure 2.2, where a larger proportion of small
and medium firms have closed operations
compared to micro firms.

Business characteris-

tics Fired

Absence
without

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

In terms of sector, firms in agriculture,
fishing, or mining are more likely to hire
workers and least likely to reduce working
hours of their workers compared to other
sectors. Similarly, firmsin urban areas are
more likely to lay off workers and send their
workers on leave with pay, compared to rural
firms. They are, however, less likely to reduce
wages of their workers, when compared to
those located in rural areas.

Further, gender of the owner has significant
effect only on one of the labour adjustments—
reduction in wages; women-owned MSMEs
seem to be disproportionately reducing wages
of their workers, compared to those owned by
men. Apart from this, age does not seem
statistically associated with any of the labour
adjustments.

Hours
reduced

Absence with
pay

Wages

reduced
pay

Size (+) Medium (+) Medium  (+) Small (+) Small
(+) Fashion
(-) Fashion and “ . and
- -) Retail or -
clothnjg wholesale . cIothmg
(-) Retail or +) Fashion and (+) Other (+) Retail
(-) Other -
wholesale sectors clothing sectors or
(-) Other wholesale
sectors (+) Other
sectors
Region (+) Urban (+) Urban (-) Urban
Age of business
Gender of ownership () Wom-
en-owned

Note: (a) Base levels for size is micro (0-4); sector is agriculture, fishing or mining; region is rural; age of business is young (0-4);

gender of ownership is male

(b) Empty cells reflect a statistical non-significant effect

Table 2.5: Estimated effect of business characteristics on employment adjustments
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2.4. Channels Affecting
Operations

At least 67 percent of firms are affected by all
kinds of shocks (Figure 2.9), that is decrease in
hours worked, decrease in demand, decrease in
cash flow, decrease in financial services, and
decrease in supply of inputs. Further, more
than 9o percent of the surveyed MSMEs
reported a decrease in their cash-flow
availability in the 30 days before the date of
the survey.

Table 2.6 presents the results from a regression
model (Appendix 9) where characteristics of
firms are used as explanatory variables to
estimate the shocks faced by firms due to
COVID-19. When controlling for the different
characteristics, small businesses seem less
likely to be affected by a decrease in demand
compared to micro firms and this difference is

86% Ba

statistically significant. Apart from this, size of
a business does not have a significant effect on
the shocks faced by it. Businesses in
agriculture, fishing, or mining are less likely to
experience a decrease in working hours and a
decrease in demand for their products,
compared to other sectors. However, they are
more likely to face disruptions in availability of
financial services. Characteristics such as
region and age of business do not seem
statistically associated with any kind of shock.
Further, financial services are more likely to be
available for women-owned firms when
compared to those owned by men.

78%
| I

Decrease in hours Decrease in demand Decrease in cash Decrease in financial Decrease in supply

worked per week for products and

services

services of inputs

Figure 2.9: Proportion of firms affected by different types of shocks
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Decrease in

Decrease in
hours worked
per week

. 3 Decrease in
Business characteris-

tics

demand for Decrease in Decrease in supply of
products and cash flow financial services i:puls
services P

Size (-) Small

(+) Fashion and

clothin (+) Fashion and (-) Fashion and
(+) Retailgor clothing (+) Other clothing (-) Retail or
Sector (+) Retail or (-) Retail or
wholesale wholesale sectors wholesale wholesale
(Zégg;‘:r (+) Other sectors (-) Other sectors

Region

Age of business

Gender of ownership (+) Women-owned

Note: (a) Base levels for size is micro (0-4); sector is agriculture, fishing, or mining; region is rural; age of business is young (0-4); gender
of ownership is male

(b) Empty cells reflect a statistical non-significant effect

Table 2.6: Estimated effect of business characteristics on COVID-19 shocks

The figures below estimate the marginal effect services are found to be significantly

of COVID-19 shocks on change in sales for affecting businesses in the fashion and
various sectors. Disruption in various channels clothing sector. Although firms in agriculture,
of operation seems to have a differentiated fishing, or mining are experiencing a declinein
impact on sales across sectors. The results have sales due to various shocks, the effect is found
been derived from a regression model to be statistically non-significant. A decrease in
(Appendix 11) where different shocks are used demand and disruptions in availability of

as explanatory variables to estimate the financial services are significantly affecting
change in sales for various sectors. Reduction businesses belonging to the retail or wholesale
in cash flow, decrease in demand, and sector.

disruptions in availability of financial

] g
3 £
4 $
H £, ]
' ﬁ'
g 3
: :
<3_ (8.
8 1
Snock’r-ouvs Shock n;cmand Shocl: cash Shock 'ﬁnmos Shock'mpms Shook’houu Shock rvkmand Shoc; cash Shock ‘ﬂnm Shock'inpms
Figure 2.10: Marginal effect of shocks on change in sales Figure 2.11: Marginal effect of shocks on change in sales for
for the fashion and clothing sector the agriculture, fishing, or mining sector

23|
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Average change in sales (%)
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Figure 2.12: Marginal effect of shocks on change in sales

for the retail or wholesale sector

2.5. Survival of Firms

Firms that are currently open (full or
partially) can remain open for a median
duration of 12 weeks under the current
circumstances (Figure 2.14).2% Although
micro firms reported a median value of 12
weeks, the value varied for small firms (14
weeks) and medium firms (at least 52 weeks).

Figure 2.15 presents the effect of sector, size,
and age of firms on the number of weeks they
can remain open under the current
circumstances. The results have been derived
from a regression model (Appendix 15), where
characteristics of firms are used as an
independent variable to estimate the duration
of them remaining open.

As compared to firms in agriculture,
fishing, or mining, firms in retail or
wholesale and in fashion and clothing are
better able to remain open. Medium firms
reported a survival span markedly higher

o

Average change in sales (%)
&
]

-40

+!$*!

T T T T T
Shock hours Shock demand Shock cash Shock finance Shock inputs.

Figure 2.13: Marginal effect of shocks on change in sales

for other sectors

than micro firms. Similarly, established
firms can remain open for a duration that is
significantly longer than that for young
firms.

Average Median

Figure 2.14: Number of weeks that businesses can remain

open in the current circumstances

26 Here, respondents were asked for how many more weeks their establishments can remain open in the current

circumstances

27 Duration greater than or equal to one year was recorded as 52 weeks
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The survey suggests that businesses can
continue to cover costs with available cash
for a median duration of about 6o days
(Figure 2.16).

As in the previous case, Figure 2.17 presents the
effect of size, gender of ownership, and sector
on the number of days the firms can continue
to cover all costs with available cash. These
have been derived from a regression model, the
output of which has been given in Appendix 15.
The results show that size, as a characteristic
of a firm, does not significantly affect the
number of days that it is able to cover costs,
although medium and small firms can cover
costs for longer periods than micro firms. It is
similar for gender of ownership as a
characteristic of the firm, although women-
owned firms reported longer periods of being
able to pay for all costs than those owned by
men. In terms of sector, however, firms in the
retail or wholesale sector have the ability to
cover costs with available cash for a longer
period, compared to those in the agriculture,
fishing, or mining sector, and this difference is
statistically significant (Appendix 15).

Sector

Ll

50
N
50
L

1

40
40
!

30
L

30
!

Numter of weeks
Numter of weeks

20

8
&

10

Size
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60

Median

Average

Figure 2.15: Number of days that the business can

continue with available cash

Note: Fashion represents fashion and clothing,
agriculture represents agriculture, fishing, or mining
sector; retail represents retail or wholesale sector.

Other Sectors comprises the following: Other
manufacturing, construction or utilities, transportation
and storage, food services, information and
communication, other services, leather, light
engineering, plastic

Age

40 50
1 1

Number of weeks
30
N

T T T
Fashion  Agriculture Retail Other Micro(0-4)

T
Small (5-19)

T T T T
Medium (20+) Young (0-4) Maturing (5-14) Established (15+)

Figure 2.16: Marginal effect of business characteristics on ability to remain open in the current circumstances
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Size Gender of ownership Sector
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224 t21 23+
p s 3
] S k)
£ £ £
28 Z28- 28 I

81 21 2
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Figure 2.17: Marginal effect of business characteristics on ability to continue with available cash

Note: Fashion represents fashion and clothing, agriculture represents agriculture, fishing, or mining sector; retail represents

retail or wholesale sector.

Other sectors represent the following: other manufacturing, construction or utilities, transportation and storage, food
services, information and communication, other services, leather, light engineering, plastic

Thus, it can be seen that the pandemic has a
large and widespread impact on MSMEs
operations in Bangladesh. Although, around 79
percent of the surveyed firms managed to
continue their businesses, the scenario varied
across size and sector with fashion and
clothing reporting the highest proportion of
closures. Moreover, disruption of various
channels of operations has hit businesses hard
and added to their woes. More than 9o
percent of firms reported declining sales,
compared to normal times. This situation also
renders the jobs of workers in the MSME sector
vulnerable and, hence, coordinated policy
supports are the need of the hour to arrest the
economic downturn induced by this pandemic.

“Thus, it can be seen that
the pandemic has a large
and widespread impact on
MSMEs operations in
Bangladesh. Although,
around 79 percent of the
surveyed firms managed to
continue their businesses,
the scenario varied

across size and sector with
fashion and clothing

reporting the highest

proportion of closures.”
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EXPECTATIONS ABOUT
THE FUTURE AND
UNCERTAINTY

his chapter discusses expectations of

firms about change in sales and

employment. We estimate the
uncertainty for sales and employment over the
next six months for small and medium firms.
However, for micro firms, uncertainty has not
been calculated as the questions on three
scenarios: optimistic, pessimistic, and regular
were intended only for small and medium
firms. For micro firms, we have reported
change in sales expected for the next three
months.

3.1. Analysis of Expectations
for Small and Medium Firms

The COVID-19 crisis, with the need for social
distancing along with lockdown measures, has
resulted in a new complex reality. Many
MSMEs are struggling to respond to this crisis
quickly and are confronted with uncertainty
through and beyond the crisis.

The uncertainty for future employment and
sales is estimated using the following formula.

Where, P_, .., is adjusted subjective
probability associated with the scenarios (as
reported by the respondents); Gr, is the growth
rate in sales and employment (also obtained
from respondent responses).y,_,  PGr;isthe
expected growth in employment/sales.
Further, the subjective uncertainty?® is
calculated by taking standard deviation of
expected growth in employment/sales. The
subjective probabilities reported by the
respondents on change in sales and
employment were adjusted before using the
formula. Adjustments were done such that the
sum of the probabilities for the three scenarios
(optimistic, pessimistic, and regular) becomes
one.

After calculating the average value for the
three scenarios separately, we calculated the
expected change in sales or employment and
standard deviation of expected change in sales
or employment.2 The margin of perceived
variation in change in the sales in optimistic
and pessimistic scenarios seems to be very
high (Figure 3.1).

28 Altig, David, et al. Surveying business uncertainty. No. w25956. National Bureau of Economic Research, 2019.

29 The same value of probability has been taken to calculate expected change in sales as well as employment.
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Figure 3.1: Average change in sales expected in the next six

months across scenarios

In the optimistic scenario, firms expect sales to
increase by 29 percent in the coming six
months, while in the pessimistic scenario,
average sales are expected to drop by 56
percent compared with sales in same period
last year.

Even though the expected contraction in sales
is, on an average, 12 percent for all three
scenarios, the uncertainty remains large at 37
percent (Figure 3.2). %

37%

= Average
expectation

= Average std.
deviation

% Change in sales

“12%
Figure 3.2: Expectations and uncertainty about sales
growth for the next six months

Note: Average expectation is expectation of change in
sales reported for the three scenarios. Average standard
deviation is the standard deviation of expected value of
change in sales for three scenarios, namely, optimistic,
pessimistic, and reqular.

The large value of uncertainty can be seenin
Figure 3.2. The value of standard deviation
averaged out for three scenarios, and comes
out as three times larger than the average
value of expected change in sales.

A simple way to measure firm-level
uncertainty due to the COVID-19 crisis is to
look at the distribution of fa irm’'s expected
sales growth. Expectations about growth in
sales vary from -57 percent to +50 percent.
However, it can be noticed that the bulk of the
distribution lies towards the left. This indicates
a pessimistic sales outlook by the MSMEs. The
large uncertainty may lead to loss of investor
confidence in the MSMEs and hence, lead to a
large contraction in investment. This could
result in reduced future growth of the firms

02

Probasé

0
Expectation about growth in sales

Figure 3.3: Distribution of expectations (sales)

The distribution of uncertainty comes close to
a symmetric distribution; with the curve being
symmetric about 37 percent. A smaller
proportion of firms are uncertain up to the
extent of 60 to 80 percent.

30 The uncertainty measures the average value of dispersion (standard deviation) of data about the mean in three

scenarios, namely, pessimistic, regular, and optimistic. Lesser dispersion resonates more confidence by the firms on sales

growth in the coming days for the three scenarios
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The expected employment growth for the next
six-month period after implementation of the
survey is -12 percent, but uncertainty for
employment remains high, although smaller
than that for sales. It is not only the expected
percentage changes in employment that are
lower than estimates in sales growth; the
uncertainty is also significantly lower (Figure
3.6).

The average expectation for change in
employment ranges between -38 percent
and +7 percent, and the measure of
uncertainty is about 1.5 times larger than the
expected change. Error! Reference source not
found. shows the dispersion in individual
expectations in terms of employment change,
which ranges between -83 percent and around
+50 percent. Thisrange is very high and is
indicative of the fact that firms are uncertain
about hiring in the near future.

21%

€

£

o

g m Average

(7} expectation
£ = Average std.
% deviation

g

(&)

53

-12%

Figure 3.6: Uncertainty of employment growth
for next 6 months
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Figure 3.4: Distribution of standard deviation (sales)
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Figure 3.5: Average change in employment expected

for next six months

Prosabity
015 02 025
. L i

0
i

05
f

-50 0
Expectation about growth in employment
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Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

§.
14%
0 2 0 6 o - -
SRS e st Increase Remain the same
Figure 3.8: Distribution of standard deviation Figure 3.10: Expectations in sales (micro firms)

(employment)

3.2. Analysis of Expectations
for Micro Firms

Overall, 70 percent of the interviewed micro
firms reported that they expect sales to drop
by on average 42 percent in the next three
months, compared to the same period last
year. The distribution of change in sales ranges
from -8o percent to 100 percent for the most
optimistic of firms. The wide range in sales
expectation indicates a large margin of
uncertainty in the surveyed micro-sized firms.

015
1

“Overall, 70 percent of the
interviewed micro firms

01
1

g reported that they expect
sales to drop by on average

005
L

42 percent in the next three

o . ' ‘ months, compared to the

50 0
Expected change in sales - micro firms

same period last year.”
Figure 3.9: Distribution of change in sales

30
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RESPONSE

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

S

TO THE SHOCK

s the COVID-19 pandemic creates

1%

unprecedented uncertainty, itis critical

that MSMEs figure out how to adjust
and sustain their businesses. The fact that
consumers are increasingly resorting to onlin
platforms during the lockdown has increased
the importance of digital platforms and
e-commerce for MSMEs.

In response to COVID-19 crisis, 9 percent of

surveyed firms increased or started using

9%

e

5%

® Increased use of digital platforms  ® Investments in digital solutions ® Repackaged product mix

the Internet, social media, specialized apps, Figure 4.1 Responses to the COVID-19 shock
and digital platforms in their daily business

operations (Figure 4.1). About 5 percent of
firms have invested in new equipment,
software, and digital solutions and 11 percent
have adjusted their product or service mix.

The share of medium firms adopting digital
platforms, investing in digital solutions, and
changing their product mix is larger than
small firms (Figure 4.2).

31]

in % of firms

29%

17%

14%
10% 10%
. I I

Small (5-19) Medium (20+)
= Increased use of digital platforms = Investments in digital solutions ®Repackaged product mix

Figure 4.2: Responses to the COVID-19 shock: Size of firms
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Young (0-4 years) and maturing (5-14 years) e
firms reported higher adjustments through

increased use of the internet, social media, 12%

specialized apps and digital platforms, and

repackaging product or service mix, compared

to established firms (15+ years) (Figure 4.3). I I
“Women-owned MSMEs have e I!

- use of digital in digital product mix

in % of firms

S|gn|ﬁcantly hlgher pl’Obablllt\[ Figure 4.3: Response to COVID-19 shock: Age of firms
of using the internet and digital
platforms compared to male-

owned MSMEs.”

Figure 4.4 depicts the marginal effect of the use of the internet and digital platforms
business characteristics on firms reporting compared to micro firms. Women-owned
increased use of the internet and digital MSMEs have significantly higher probability of
platforms in response to COVID-19. Small and using the internet and digital platforms
medium-sized firms are more likely to increase compared to male-owned MSMEs.
Size Gender of ownership Sector
£ £ z

Micro(0-4) Small (5-19) Medium (20+) Male Female Fashion Agriculture  Retail Other

Figure 4.4: Marginal effect of business characteristics on increasing the use of digital platforms

Note: Fashion represents fashion and clothing, agriculture represents agriculture, fishing, or mining sector; retail represents
retail or wholesale sector.

Other sectors represent the following: other manufacturing, construction or utilities, transportation and storage, food
services, information and communication, other services, leather, light engineering, and plastic
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05
VULNERABILITY AND
ACCESS TO FINANCE

s highlighted in the Introduction, the
MSME sector is particularly affected by Making
— . profit, 3%
limited financial resources and
borrowing capacity. MSMEs are less flexible
and less resilient to massive shocks to demand
and supply resulting from the pandemic. The
COVID-19 pandemic and the subsequent
lockdown measures have resulted in disruption
of businesses.
Overall, 83 percent of interviewed firms Making
reported they were making losses over the losses, 83%
30 days previous to the survey (Figure 5.1).
The fashion and clothing sector was most
affected among the top three sectors; 92 Figure 5.1: Status of MSME's income statement over
percent of surveyed MSMEs in this sector were
making losses (Figure 5.2).

Breaking
even, 14%

the last 30 days

92%
84%
75% 73%

19%

22%
5%

13%
6% 5% - 3% -
0,
2% _ - = = L.

Fashion and clothing Agriculture, fishing, or mining Retail or wholesale Other sectors
m Making profit m Breaking even m Making losses

Figure 5.2: Status of MSME's income statement over the last 30 days: top three sectors

Note: Other sectors represent the following: other manufacturing, construction or utilities, transportation and storage,
food services, information and communication, other services, leather, light engineering, and plastic
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Drop in profits over the 30 days prior to the “Overall, 83 percent Of
survey was relatively more common for . N
women-owned enterprises (Figure 5.3). About interviewed firms reported
88 percent of MSMEs owned by women they were making losses over
reported a decline in profit compared to 82 .
percent of MSMEs owned by men. the 30 days previous to the
96 p?rcent of MSMEs that exported reported survey"
making losses, compared to 85 percent of
businesses with no exports.
Gender of ownership Exporting status
82% sl 90%
85%
14% o 9
A 2% A% o 5 o%
Men-owned firms Women-owned firms Non-exporter Exporter
= Making profit = Breaking even mMaking losses m Making profit = Breaking even ® Making losses

Figure 5.3: Status of income statement over the last 30 days by gender of ownership and exporting status

Interestingly, medium-sized firms were more
affected in terms of profitability for the 30 days
prior to the survey, compared to small and
micro firms (Figure 5.4). This could be due to
decrease in demand for non-essentials and
disruption of domesticand international supply

chains.
95%

81% 84%

16%
e 1%

3% 5% 2% 2%
= E— — —

Micro(0-4) Small (5-19) Medium (20+)
m Making profit = Breaking even ®Making losses

Figure 5.4: Status of income statement over the last 30 days by size of the firms

49 percent of interviewed micro firms reported
that they didn't have enough liquidity to
sustain themselves for the next three months,
compared to 40 percent and 33 percent,
respectively, of small and medium-sized firms
(Figure 5.5).

| 34
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Not sufficient,

Not sufficient, Not sufficient, i
0

49% 40%

Partly sufficient,
62%

artly sufficient, 419 Partly sufficient,
51%

Yes, 5%

Yes, 10% Yes, 9%

Micro(0-4) Small (5-19) Medium (20-99)

Figure 5.5: Sufficient liquidity to continue business operations over the next three months

Credit line
Need no increase, 4% Additional

support, 1% financing througk
\ risk shari, 2%

Longer-term
financing
facility, 24%

Yes, 0.4%

Did not know

ow interest- about the
rate financing, package,
59% 76%
Figure5.6: Most effective financial support Figure 5.7: Proportion of firms that received financing

from Fls under the existing COVID-19 package

Overall, 59 percent of interviewed MSMEs
reported that low interest-rate financing
would be the most effective financial support
to mitigate the crisis (Figure 5.6). Only 0.4
percent firms reported they received
financial support from banks under the
COVID-19 package. Lack of awareness of
available schemes offered by financial
institutions was another major concern.
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Interestingly, 69 percent of respondents
reported that they require less than TKs lakh
(5,894 )* to sustain and recover their business
operations in the next three months (Figure
5.8). One reason for this could be that 65
percent of surveyed firms were micro firms. It
is evident from the distribution across size
of the firms, that larger-sized firms require
higher financial support in the coming days

(Figure 5.9).

82%
50%

30%
14%
4% 1%

Micro(0-4)
m Below 5 lakh

m Between 5 lakh to 10 lakh

Small (5-19)
m Between 10 lakh to 20 lakh

69%

18%
8%
[— B
| E—

Between 5 lakh to 10 Between 10 lakhto 20 20 lakh to 50 lakh
lakh lakh

Below 5 lakh

Figure 5.8: Expectations on financing need to revive

operations in the next three months (in TK)

[Below TKs5 lakh' equivalent to ‘Below $5,894"; ‘Between
TKs lakh to 10 lakh’ equivalent to ‘Between $5,894 to
11,789'; ‘Between TK 10 lakh to 20 lakh’ equivalent to
'$11,789 to 23,577"; 'TK 20 lakh to 50 lakh' equivalent to

'$23,577t058,943]

. 33%
26% 24%

17%
> Hmil
=

Medium (20+)
m 20 lakh to 50 lakh

Figure 5.9: Expectations on financing need to revive operations in the next three months (In TK): Size of firms

[Below TKs lakh' equivalent to ‘Below $5,894’; ‘Between TKs lakh to 10 lakh’ equivalent to ‘Between $5,894 to 11,789";
‘Between TKi1o lakh to 20 lakh’ equivalent to ‘$11,789 to 23,577'; 'TK20 lakh to 50 lakh’ equivalent to ‘$23,577 to 58,943]

It can be observed from the expected financial
support requirements for the top three sectors
that firms in the fashion and clothing sector
reported fewer requirements for small cash
(below TKs lakh, equivalent to $5,894) injection
compared to firms in agriculture, fishing, or
mining and firms in retail or wholesale (Figure
5.10).

31 Currency conversion rate from TK to US$ was used as on September 22, 2020 ($1=TK84.85)
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21%
10%
5%

. =
—

Fashion and clothing
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Agriculture, fishing, or mining
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70%

19%
8%

Retail or wholesale

68%

20%
-

Other sectors

3%

Figure 5.10: Expectations on financing need to revive operations in the next three months (in TK): Top three sectors

[Note: Other sectors represent the following: other manufacturing, construction or utilities, transportation and storage,
food services, information and communication, other services, leather, light engineering, and plastic

USD equivalent of chart levels: ‘Below TK 5 lakh’ equivalent to ‘Below USD 5,894’; ‘Between TK 5 lakh to 10 lakh’
equivalent to ‘Between USD 5,894 to 11,789'; ‘Between TK 10 lakh to 20 lakh’ equivalent to ‘USD 11,789 to 23,577 'TK 20

lakh to 50 lakh' equivalent to ‘USD 23,577 t0 58,943']

Overall, 63 percent of interviewed firms said
they would require financial support for more
than one year to revive business operations
(Figure 5.11). 63 percent of the surveyed firms
reported that lower revenue was a financial
constraint, while 39 percent of firms said this of
utilities payments. Interestingly, payment of
taxes was reported least as a financial
constraintin the survey.

| E5A

| 1%

Other
Tax payment
Utilities payment _ 39%
Rent | 22>
Lower revenue _ 63%
Loan repayment _ 36%

Salary

micro-sized firms. Interestingly, fashion and
clothing, retail or wholesale, and other sector
businesses are more likely to face lower
revenue as a financial constraint compared to
firms in the agriculture, fishing, or mining
sector.

3 months,
40/0

6 months,
12%

/

1 year,
21%

More than 1
year, 63%

Figure 5.11: Financial constraints faced by MSMEs and duration of support required

Figure 5.12 depicts the effect of business
characteristics on probability of firms reporting
‘lower revenue’ as one of the two most
important financial constraints. Small and
medium-sized firms are less likely to report
lower revenue as a constraint compared to
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Figure 5.12: Marginal effect of business characteristics on ‘lower revenue’ reported as a financial constraint

Table 5.1 summarizes the results of Appendix be observed that small and medium-sized

23. The business characteristics, namely, size, firms are more likely to face payment of
rural/urban status, age, sector, and gender of salaries as a financial constraint compared to
ownership were used as explanatory variables the micro firms. Salaries and rents are found
to estimate probabilities of firms reporting significantly affecting businesses in urban
different types of financial constraints. It can areas.

Loan Lower Rents Utilities T Other
repayment revenue payment

Business
characteristics

Salaries

. (+) small ) . i
Size (+) Medium Medium (-) Small (+) Medium
(-) Fashion (+) Fashion and
and clothing clothing
Sector (-) Retail or (+) Other (+) Retail or
wholesale sectors wholesale
(-) Other (+) Other
sectors sectors
Region (+) Urban (-) Urban (+) Urban (-) Urban
Age of business
Gender of ©) \eAr/]c_>m- (+) Wom-
ownership owned en-owned

Note: (a) Base levels for size is micro (0-4); sector is agriculture, fishing, or mining; region is rural; age of business is young (0-4);
gender of ownership is male

(b) Empty cells reflect a statistical non-significant effect

Table 5.1: Estimated effect of business characteristics on most important financial constraints
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06
THE ROLE OF
POLICY

irms were asked to report up to three Figure 6.2 uses the above results. The figure
most-needed policies (in no particular presents the effect of sector on probability of
rank) that would support their reporting‘loans with subsidized interest rates’
businesses through the COVID-19 crisis. among the top three most-needed policy
Cash transfer, access to new credit, and support. It can be observed that businesses in
loans with subsidized interest rates were fashion and clothing and in retail or
reported as the preferred combination of wholesale are more likely to opt for loans
most-needed policies (Figure 6.1). with subsidized interest rates, compared to

those in agriculture, fishing, or mining.

[Cash transfers; Loans with subsidized interest rates; Wage - 20
subsidies]

[Cash transfers; Deferral of rent, mortgage, or utilities; Loans with _ 31

subsidized interest rates]
[Deferral of rent, mortgage, or utilities; Deferral of credit
payments, suspension of interest payments, or rollover of debt; _ 40
Loans with subsidized interest rates]

[Cash transfers; Deferral of credit payments, suspension of
interest payments, or rollover of debt; Loans with subsidized
interest rates]

68

Figure 6.1: Frequency distribution of top five reported tuples for most-needed policies

The marginal effect of a firm’s characteristics
on the probability of reporting various policies
have been estimated using Probit regression

models for each policy. In the models, business Firms that face reduction in
characteristics—namely, size, rural urban cash ﬂOW (shock_cash) are
status, sector, region, age, and gender of

ownership—were employed as the explanatory more Iikely to demand
variables. In terms of the response variable, loans with subsidized

“policy support needed (yes=1;, no=0)" was .

used in the model. The Probit model provided Interest rates

the estimated probability of reporting various
policies (Appendix19).
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Q -

] Figure 6.2: Marginal effect of sector on
loans with subsidized interest rates

<

reported as most-needed support

7
1

Estimated probability
6
1

T T
Fashion and clothing Agriculture Retail or wholesale Other

Table 6.1 summarizes the results of Probit of businesses (size, sector, region, age, and
regression models as discussed above, where gender of ownership) significantly affect the
the direction of significant regression choice of policy support.

coefficients has been highlighted in the table. It
can be observed that different characteristics

Business Monetar Deferral Deferral of Accessto Loans with Fiscal Tax Wage Has
characteris- transferv ofirent loan new subsidized exemp- deferral subsi- Others received
tics payment credit rates tions dies support
*+)
Small (+)
. ) +) (+) Small (+)
Sles Medium Medi- Medium (+) small (+) Medium
um Medium
(+) Fashion )
: and .
(-) Retail +) ()Retail  clothing Fashion
or Retail 2 and
Sector wholesale or whocgle- ) ifta” clothing
(-) Other  whole- sale wholesale )
sectors sale (+) Other Other
sectors sectors
: . ) . : )
Region (-) Urban Urban (-)Urban  (-) Urban Urban
o )
- Maturing
osimess Estab- ()
lished Estab-
lished
) . ) +)
Gender of Wom- ()\g]czm Wom-
ownership en- owned en-
owned owned

Note: (a) Base levels for size is micro (0-4); sector is agriculture, fishing, or mining; region is rural; age of business is young
(0-4); gender of ownership is male

(b) Empty cells reflect a statistical non-significant effect

Table 6.1: Estimated effect of business characteristics on most-needed policies
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Change in probability (%)
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Shock hours Shock demand Shock cash Shock finance Shock inputs

Figure 6.3: Marginal effect of shock on loans with subsidized interest rates reported as most-needed support

Change in probability (%)

T T T T T
Shock hours Shock demand Shock cash Shock finance Shock inputs

Figure 6.4: Marginal effect of shock on monetary transfer reported as most-needed support
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Figure 6.3 and Figure 6.4 show the effect of
each shock on the probability of demanding
‘loans with subsidized interest rates’ and
‘monetary transfers’, respectively, as the
most-needed policy in response to the crisis.
Firms that face reduction in cash flow
(shock_cash) are more likely to demand
loans with subsidized interest rates.
However, this result is not statistically
significant within the 95 percent confidence
interval. Interestingly, such firms are less
likely to opt for monetary transfers as the
most-needed policy and this result is
statistically significant. Reduction in
working hours is also negatively associated
with the probability of choosing monetary
transfers, however the effect of this shock
(shock_hours) is lower than that of shock_
cash. Reduction in supply of inputs is found to
have a significant and positive effect on the
probability of firms opting for monetary
transfers.

Of all surveyed firms, only 2 percent have
received any government measures in
response to the the outbreak of COVID-19.
This indicates that policy supportis not
reaching a large number of its target
population. The proportion is even lower for
micro firms, which stands at 1 percent. The
proportion is relatively larger for medium firms

compared to micro firms, albeit it reaches a
very small number of medium firms.
Interestingly, this difference is found to be
statistically significant as evident in Table 6.1.

Of the firms that have not received
government measures, 61 percent reported
that they are not aware of the policy measures
implemented by government (Figure 6.6).3
This proportion is even higher for micro firms
at 65 percent (Figure 6.7). Low access to
government support can also be partially
explained by the fact that 14 percent of
businesses have not received any national
or local measure, despite applying for
them. The proportion is relatively higher for
medium firms with 21 percent reporting to not
having received any kind of support despite
applying for them. The average value of this
percentage for all firms across different sizes
stands at 16 percent. This indicates that there
exists a wide gap between policy formulation
and policy implementation in the country.

7%

i ﬁ
Micro(0-4) Small (5-19) Medium (20+)

Figure 6.5: Proportion of firms receiving government

measures
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61%
14%
10% 10%
[ ] — 1
| was not aware | have applied but not  Too difficult to apply | am not eligible Other reasons
received

Figure 6.6: Proportion of firms by reasons for not receiving any support from government

65%
0,
DA% 51%
21%

13% 14% 15% 139 15%
80/0 60/° 70/0 5% 80/0 50/0
[ = =

Micro Small Medium
= | was not aware m Too difficult to apply
m | am not eligible m | have applied but not received

Figure 6.7: Proportion of firms by size and reasons for not receiving any government support

Out of 47 responses in ‘other reasons’ category, the distribution as follows:
“Didn’t apply” (38); “Applied online but didn't get any response” (4); “Heard about it but didn’t receive it” (4); and "I don't
think there was any support in our village” (1)

33 Nn=491as9firms have received local or national government measures; Government measures include cash transfer,
deferral of rent, mortgage, or utilities, deferral of credit payments, suspension of interest payments, or rollover of debt,
access to new credit, loans with subsidized interest rates, fiscal exemptions or reductions, tax deferral, and wage
subsidies.
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0/

CONCLUSION

e have looked at the perceived

impact of COVID-19 on MSMEs

in Bangladesh. The Business
Pulse Survey, which was conducted
between June 4 and 15 and drew responses
from soo MSMEs, shows that around 21
percent of firms have temporarily shut
their businesses due to the pandemic. The
lockdown had further repercussions as 94
percent of firms reported declining sales
figures. The same figure for women-
owned MSMEs stood at 95 percent. In
terms of likely exposure of workers, the
survey found that 7o percent of workers
were in a vulnerable position as they were
employed in businesses that were either
temporarily closed or were partially open.

Firms were asked to mention up to three
most-needed policies (in no particular
rank) that would support their businesses
during the COVID-19 crisis. Cash transfers
and access to new credit and loans with
subsidized interest rates were the top two
initiatives in the perception of the firms
surveyed.

In terms of repaying existing loans, only 24
percent of firms reported that they would
be able to continue to pay out their EMIs
on a regular basis. In terms of financial
constraints, the firms reported ‘lower
revenue’and utilities payments’ (in no
particular order) to be the topmost
constraints they were facing.

In terms of credit and access to finance,

the firms were in financial distress as 83
percent made losses during the 30-day period
prior to the survey. Aimost half the firms
interviewed reported that they didn't have
sufficient liquidity to sustain operations for the
next three months, with small and medium
firms faring slightly better than micro firms.
Further, the firms unanimously reported that
they were not comfortable with making credit
repayments at the interest rates at which they
received the loans and that it would be
preferable if the rates of interest could be
subsidized to 5 percent.

The survey shows that more than 8o percent
of firms have not used or increased use of
digital platforms in their businesses in response
to the COVID-19 outbreak. This shows that
financial inclusion is an area that can be looked
at.
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ANNEXURE

A.1. Assumptions and Caveats

Appendix 1: Survey assumptions and caveats

Assumptions

The reference period for COVID-19 outbreak has been taken from March 26, 2020, the
date from which the lockdown was imposed.

Classification of MSMEs by size was done on the basis of the reference document
provided by IFC. MSMEs were categorized on the basis of their number of workers into
micro (0-4), small (5-19), medium (20-99), and large (100+) firms. Most firms in the
business pulse survey in Bangladesh were micro, small, or medium (496 out of 500).
However, during the survey a few large firms were also reported (n=4). Given the
relatively small number of large firms, they were clubbed into the ‘'medium’ category at
the analysis stage. The final classification followed in this report is Micro: o to 4 workers;
Small: 5 to 19 workers; Medium: 20+ workers.

The probabilities for the three scenarios, namely, regular, optimistic, and pessimisticin
module COV-3 was adjusted so that the sum of probabilities would be 1. Since the
question on expected probabilities for the scenarios was subjective in nature, the sum of
probabilities associated with the three scenarios was not 1in the response during survey.
The probabilities of the scenarios were adjusted during the analysis stage.

Caveats

The final sample is not representative of MSME units in Bangladesh at the national or
division level. Additionally, the sample size of 500 units is affixed by the terms of reference
and not by the usual power calculation or setting the margin of errors with level of
significance for estimating any parameters or testing any hypothesis. It is‘as it is’ analysis
and effects sizes have been calculated using statistical modelling for the data collected at
the given point of time. The interpretation of results should not warrant any
representation at country, division, or sector level.

The sample frame prepared for this survey was partial; not all MSMEs in Bangladesh were
covered in the sample frame. Hence, representation of sample units for population data is
not ensured. Calculation of sample weights is not feasible for the current assignment.

The COVIDA1g situation is evolving on a daily basis and its impact is multi-dimensional in
nature. The responses for various questions may change if the respondents are re-
approached with the same survey questionnaire. We faced similar situations during our
back-check exercise for the COV-3 module (Expectation and Uncertainty), in particular.
Respondents changed their responses a number of times. For example, they reported
different responses on change in sales during the first and second back-checks. Hence,
this report presents findings based on data at a particular pointin time only.

The data used to prepare the sample frame was of 2018 and earlier. During the survey, we
observed that many owners reported to have changed their businesses.

Categorization of firms into different sectors was done on the basis of responses given for
the type of product or service representing the largest share of annual sales for the firm.
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A.2. Description of Derived Variables and Some Additional Results
Appendix 2: Description of the derived variables used in the analysis

Variable

SI.No. Description Levels/details
name

1-Micro: o-4 full-time workers; 2-Small:
1 size Size of the firms 5-19 full-time workers; 3-Medium: 20+
full-time workers
o-Non-exporter: Share of exports=o;
1-Exporter: Share of exports>0
3 gender Gender of ownership of the firms o-Male; 1-Female

2 exporter Exporting status of the firms

1-Fashion and clothing; 2-Agriculture,
4 sector Top 3 sectors in the survey fishing, or mining; 3-Retail or wholesale;
4-Other sectors™
1-Young (0-4); 2-Maturing (5-14);
3-Established (15+)

5 age_bin  Theage of the establishment

change_ Changeinsalesin 3o days prior to

6 No level defined
sales survey date
shock Decrease in total working hours
7 hour - per week in the 30 days prior to o-(Increase; remain the same) 1-decrease
survey date
<hock Decrease in demand for product
8 dema;d and services in the 30 days priorto  o-(Increase; remain the same) 1-decrease
survey date
shock_ Decrease in cash flow in the 30 .
9 - o-(Increase; remain the same) 1-decrease
cash days prior to survey date
shock Decrease in availability of financial
10 ﬁnanc_e services in the 30 days prior to o-(Increase; remain the same) 1-decrease
survey date
Shock Decrease in supply of inputs in the .
1 . - . pply of inp o-(Increase; remain the same) 1-decrease
input 30 days prior to survey date

Note: Other sector includes the following sectors: other manufacturing; construction or utilities;
transportation and storage; food services; information and communication; other services; leather; light
engineering; plastic
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Appendix 3: Proportion of firms experiencing shocks by division

Demand Cash flow Supply of financial services

Total hours worked Supply of inputs

Note: Out of 500 surveyed firms shock is reported by 401 firms
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Appendix 4: Estimated cumulative distribution of change in sales

-50

T

0
Change in sales (%)

50

100

Appendix 5: Weeks that business can remain open in the current

circumstances (open and partially-open businesses only)

Business Characteristics

Micro(o-4)
Small (5-19)
Medium (20+)
Men-owned
Women-owned
Fashion and clothing

Agriculture, fishing,ormining

Retail or wholesale
Other
Rural
Urban
Young (0-4)

Average Median
25 12
26 14
40 52
26 12
24 12
33 52
21 9
34 52
22 1
25 11
27 18
22 12
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Maturing (5-14) 25 12
Established (15+) 28 20
Exporter 35 48
Non-exporter 27 14

Note: Other sector includes the following sectors: other manufacturing,; construction or utilities;
transportation and storage; food services; information and communication; other services; leather; light
engineering, plastic

Appendix 6: Number of workers affected by margin of adjustment
(Businesses open or temporarily closed)

Busine§s i Hired Fired f\bsence Al?sence Wages Hours cut
Characteristics without pay  with pay cut
Total 702 5,227 450 7,212 2,662 1,685
Micro(o-4) 207 201 40 1,259 1,282 475
Small (5-19) 18 194 365 922 373 386
Medium (20+) 377 4,832 45 5,031 1,007 824
Men-owned 681 3,921 187 4,289 1,159 1,196
Women-owned 17 1,299 263 2,903 1,355 240
Fashion and
clothing 4 1,931 229 3,722 1,756 488
Agr|c(l;|l[t;|1|'i(ra1,i23h|ng, 324 145 21 110 49 70
Retail or wholesale 1 8 4 42 61 155
Other 373 3,143 196 3.338 796 972
Rural 329 306 60 433 328 465
Urban 373 4,921 390 6,779 2,334 1,220
Young (0-4) 366 46 253 84 365 398
Maturing (5-14) 104 1,913 125 3,062 1,949 751
Established (15+) 232 3,268 72 4,066 348 536
Exporter 3 3,281 55 3,4M 474 314
Non-exporter 492 1,745 355 2,542 906 896

Note: Other sector includes the following sectors: other manufacturing; construction or utilities;
transportation and storage; food services; information and communication; other services; leather; light
engineering; plastic
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Appendix 7: Expected time to resume operations (proportion of temporarily
closed business)

Business Less than 2 2-6

s 2-4 weeks 1-2 months Don’t know
Characteristics weeks 4 months
Total 16% 1% 22% 15% 36%
Micro(o-4) 12% 12% 25% 6% 45%
Small (5-19) 23% 1% 18% 27% 20%
Medium (20+) 9% 9% 18% 9% 55%
Men-owned 13% 1% 26% 16% 34%
Women-owned 22% 13% 13% 13% 2%
Fashion and clothing 18% 20% 1% 9% 22%
Agriculture, fishin
9 or min'iEg 9. 30% 10% 40% 10% 10%
Retail or wholesale % % 20% % 80%
Other 13% 4% 28% 24% 30%
Rural 25% 14% 30% 7% 25%
Urban 10% 10% 16% 21% 44%
Young (0-4) 10% 15% 15% 20% 40%
Maturing (5-14) 19% 13% 21% 10% 37%
Established (15+) 15% 6% 26% 21% 32%
Exporter % % 43% 14% 43%
Non-exporter 23% 13% 15% 25% 25%

Note: Other sector includes the following sectors: other manufacturing; construction or utilities;
transportation and storage; food services; information and communication; other services; leather; light
engineering; plastic
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A.3. Results from OLS and Probit Regressions
Appendix 8: Definition of variables used to estimate the effect of business characteristics on change in sales and

shocks

Response

Name o N
f variable

Definition of Y

Explanatory variables

model

(v)

Size of the firms
[1-Micro (o-4 full time

The top 3 reported
main sector of
activity of
establishments

Age of business [1-young

Reported Continuous variable | 3 I hi d Region (o0-4 years old); Gender of ownership of
OoLS changein varying from-100 to Worfers), 2-Small (519 [1—Fa§ lonan [1-Rural, 2-Maturing (5-14 years the MSMEs [Women
sales 90) full time workers), clothing; 2—Urban'] old); 3-Established 15+  owned -1; Men owned -0]
3-Medium (20-99 full 2-Agriculture, ear's old)] !
time workers)] fishing, or mining; v
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
. Size of the firms activity of . }
Reduction Eglilr'i?/ii;ﬂggtaelr [1-Micro (o-4 full time —establishments Region ?c?—e OLZ:'JSSICI}S;? ryoun Gender of ownership of
Probit in . week in the Ias[?c 30 workers); 2-5mall (519 [1-Fashion and [1—Igural' z—l\/?a{uring (5—;4 years  the MSMEs [Womer[1J
operating 43y [Discrete full time workers), clothing, 2—Urban'] old); 3-Established 15+  owned -1; Men owned -0]
hours valyiable' 1-yes: 0-no] 3-Medium (20-99 full 2-Agriculture, ear's3old)] 5 !
-yes, time workers)] fishing, or mining; v
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
. Size of the firms activity of . )
?ee%(;rr'gg?grecﬁgzzig [1-Micro (o-4 full time  establishments Region /(A\og—e O]:ela)llr‘lssg}gi's fryoun Gender of ownership of
Probit :?]eg;&t;?]ré and servicespin the fwuﬂ(!?ﬁgz)xéfgil)_(wg Elgiisi:iqn and [1—F%ural; 2-I\/AILa\éuring (5-;4 years  the MSMEs [Womer?
last 30 days [Discrete : g, 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]

variable: 1-yes; 0-no]

3-Medium (20-99 full
time workers)]

2-Agriculture,
fishing, or mining;
3-Retail or
wholesale; 4-Other]

years old)]

51|



Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

Name of
model

Response
variable

Definition of Y

Explanatory variables

Probit

Probit

Probit

(v)

Reported decrease in

Size of the firms
[1-Micro (o-4 full time

The top 3 reported
main sector of
activity of
establishments

Age of business [1-young

. cash flow availability o ) i : Region (o0-4 years old); Gender of ownership of
Reductlon in the last 30 days worlfers), 2-small _(5 19 [ Fasho_n and [1-Rural, 2-Maturing (5-14 years the MSMEs [Women
in cash flow . . i full time workers); clothing; ) ) i
[Discrete variable: . . 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
. 3-Medium (20-99 full 2-Agriculture,
1-yes; 0-no] ) > L years old)]
time workers)] fishing, or mining;
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
Reported decreasein  Size of the firms activity of Age of business [1-youn
. supply of financial [1-Micro (o-4 fulltime  establishments . 9 ; young .
Reduction . ; ; Region (o-4 years old); Gender of ownership of
. services normally workers); 2-Small (5-19  [1-Fashion and . .
in finance . . ; . . [1-Rural; 2-Maturing (5-14 years the MSMEs [Women
. available in the last full time workers); clothing; ) ) )
available . . . 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
30 days [Discrete 3-Medium (20-99 full 2-Agriculture,
: : ) : > L years old)]
variable: 1-yes; o-no]  time workers)] fishing, or mining;
3-Retail or
wholesale; 4-Other]
The top 3 reported
Reported decrease in main sector of
supply of inputs, raw  Size of the firms activity of . )
Reduction materials, orfinished [1-Micro (0-4 full time  establishments Redion /(Aog_e 01;21;5533;5 [i-young Gender of ownership of
. goods and materials  workers); 2-Small (5-19  [1-Fashion and g . 4 yea ! p
Insupplyof 1\ \rchased to resell in full time workers); clothing; [-Rural; 2-Maturing (514 years  the MSMEs [Women
inputs P ; g, 2-Urban] old); 3-Established (15+  owned -1, Men owned -0]

the last 30 days
[Discrete variable:
1-yes; 0-no]

3-Medium (20-99 full
time workers)]

2-Agriculture,
fishing, or mining;
3-Retail or
wholesale; 4-Other]

years old)]
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Appendix 9: Estimated effect of business characteristics on change in sales and shocks

Q) (2) (€)) (4) (5) Q)
OLS (1) Probit (2) Probit (3) Probit (4) Probit (5) Probit (6)
Busine;s ' Reported changein Redu.ction in Reduction in demand Reductionin cash Reductiorj infinance Reductipn in supply of
Characteristics sales operating hours flow available inputs
Micro (0-4) o) o) o o) o) o)
() () () () () ()
Small (5-19) -0.023 -0.4 -0.494* -0.141 0.147 0.0857
(3.768) (0.227) (0.2006) (0.235) (0183) (0.198)
Medium (20+) 4172 -0.599 0.431 0.03 -0.109 -0.356
(5.746) (0:349) (0.472) (0.396) (0.269) (0.277)
Fashion and clothing -35.15%%* 1.410™%* 0.665* 0.462 -0.708** -0.29
(5.067) (0.292) (0.283) (0319) (0.257) (0.27)
Agriculture (o] o o] o] o] o
() () () () () ()
Retail or wholesale -12.46% 0.915%** 0.618* 0.147 -0.967%** -0.745*
(5.133) (0.27) (0.284) (0.297) (0.258) (0.262)
_25.42::::24::: 1.624*** 0.878*** O 592 _0.512::: _O 243
(4.473) (0.26) (0.249) (0.279) (0.234) (0.247)
o] (o] o] o] o] o]
() () ) () () ()
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Urban -1.556 0.128 -0.0521 -0.195 0.151 0.158
(3.133) (0.207) (0.194) (0.205) (0.149) (0.159)
Young (0-4) o] o o) o] o o
() () () () () ()
Maturing (5-14) -0.72 -0.411 0.148 0.187 -0.266 -0.0536
(3.996) (0.295) (0.247) (0.239) (0188) (0.194)
Established (15+) -6.663 -0.262 0.206 0.357 -0a71 0.073
(4.244) (0.307) (0.252) (0.262) (0.201) (0.2009)
Men-owned o} o} o] o} o} o]
() () () () () ()
Women-owned 10.79** 0.0435 0.191 0.132 -0.567%* -0.0991
(4.155) (0.284) (0.271) (0.289) (0.188) (0.206)
Constant -20.27%% 0.477 0.557* 0.885** 1.223%% 1.0477%*
(5.186) (0.326) (0.281) (0.3) (0.265) (0.267)
Observations 386 388 388 388 388 388
Adjusted R-squared 0.127
Pseudo R-squared 0.22 0.086 0.034 0.065 0.038
Standard errors in
parentheses
*p<0.05 **p<0.01 ¥ D<0.001

Note: Rows with “zero” coefficients have been taken as reference level of the categorical variable in the model
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Appendix 10: Definition of variables used to estimate effect of shocks on change in sales in top three sectors

Response
variable

(v)

Name of
model

Definition of Y

Explanatory variables

Reported
changein
sales
(overall)

OLS

Reported changein
sales all the sectors
[Continuous variable
varying from-100 to

90)]

Reported decrease in
total hours worked per
week in the last 30
days [Discrete variable:
1-yes; 0-noj

Reported decrease
in demand for
products and
servicesin the last
30 days [Discrete
variable: 1:yes; 0-no]

Reported
decreasein
cash flow
availability
inthe last 30
days
[Discrete
variable:
1-yes; 0-no]

Reported decreasein
supply of financial
services normally
available in thelast 30

days [Discrete variable:

1-yes, 0-noj

Reported decrease in
supply of inputs, raw
materials, or finished
goods and materials
purchased to resell in the
last 30 days [Discrete
variable: 1-yes; 0-no]

Reported
changein
sales
(Fashion
and
clothing)

OLS

Reported changein
sales in Fashion and
clothing sector
[Continuous variable
varying from-100 to

35)]

Reported decrease in
total hours worked per
week in the last 30
days [Discrete variable:
1-yes; 0-no]

Reported decrease
in demand for
products and
services in the last
30 days [Discrete
variable: 1:yes; 0-no]

Reported
decreasein
cash flow
availability
inthelast 30
days
[Discrete
variable:
1-yes; 0-no]

Reported decrease in
supply of financial
services normally
available in the last 30

days [Discrete variable:

1-yes, 0-no]

Reported decrease in
supply of inputs, raw
materials, or finished
goods and materials
purchased to resell in the
last 30 days [Discrete
variable: 1-yes; 0-no]

Reported
changein
sales
(Agricul-
ture,
Fishing or
Mining)

OLS

Reported change in
sales in Agriculture,
Fishing or Mining
sector [Continuous
variable varying from
-90 to 80)]

Reported decrease in
total hours worked per
week in the last 30
days [Discrete variable:
1-yes; 0-noj

Reported decrease
in demand for
products and
servicesin the last
30 days [Discrete
variable: 1:yes; 0-no]

Reported
decreasein
cash flow
availability
in thelast 30
days
[Discrete
variable:
1-yes; 0-no]

Reported decreasein
supply of financial
services normally
availablein the last 30

days [Discrete variable:

1-yes, 0-no]

Reported decrease in
supply of inputs, raw
materials, or finished
goods and materials
purchased to resell in the
last 30 days [Discrete
variable: 1-yes; 0-no]
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Name of
model

OLS

OLS

Response
variable (Y)

Reported
changein
sales
(Agriculture,
Fishing or
Mining)

Definition of Y

Reported changein
sales in Agriculture,
Fishing or Mining
sector [Continuous
variable varying from
-90 t0 80)]

Reported decreasein

total hours worked per
week in the last 30

days [Discrete variable:

1-yes; 0-noj

Explanatory variables

Reported decrease
in demand for
products and
servicesin the last
30 days [Discrete
variable: 1:yes; 0-no]

Reported
decreasein
cash flow
availability
inthe last 30
days
[Discrete
variable:
1-yes; 0-noj

Reported decrease in
supply of financial
services normally
available in the last 30

days [Discrete variable:

1-yes, 0-no]

Reported decrease in
supply of inputs, raw
materials, or finished
goods and materials
purchased to resell in
the last 30 days

[Discrete variable: 1-yes;

0-no]

Reported
changein
sales (Retail
orwholesale)

Reported changein
sales in Retail or
wholesale sector
[Continuous variable
varying from-9o to
30)]

Reported decrease in
total hours worked per
week in the last 30
days [Discrete variable:
1-yes; 0-noj

Reported decrease
indemand for
products and
services in the last
30 days [Discrete
variable: 1:yes; 0-no]

Reported
decreasein
cash flow
availability
inthelast 30
days
[Discrete
variable:
1-yes; 0-noj

Reported decrease in
supply of financial
services normally
availablein thelast 30

days [Discrete variable:

1-yes, 0-no]

Reported decreasein
supply of inputs, raw
materials, or finished
goods and materials
purchased to resell in
the last 30 days

[Discrete variable: 1-yes;

0-no]
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Appendix 11: Estimate effect of shocks on change in sales in top three

sectors

Business
Characteristics

Reduction in operat-

ing hours =0

Reduction in operat-
ing hours =1

Reduction in demand
=0

Reduction in demand
=

Reduction in cash
flow =0

Reduction in cash
flow =1

Reduction in finance
available =0

Reduction in finance
available =1

OLS (1) OLS (2) OLS (3) OLS (3) OLS (5)
Reported
change in Probit (2) Probit (3) Probit (4) Probit (5)
sales
o) o) o) o) 0
() () () () ()
-9.351% -11.00 10.61 -8.523 -6.155
(3.904) (9.652) (7.693) (7.367) (9.780)
o) o) o) o) o
() () () () ()
-26.33%* -26.46™* -11.02 -24.01%* -31.737%%
(4.272) (9.684) (8.364) (7.918) (7.81)
o) o) o o) o
() () () () ()
17197 -41.50™** -21.61 -1.863 -12.02
(4.861) (10.57) (n.62) (7.887) (7.797)
o) o o o) o)
() () () () ()
-6.772* -12.47* -0.0857 -15.94™ -6.345
(2.934) (5.038) (10.76) (5.128) (4.334)
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oLS (1) OLS (2) oLS (3) OLS (3) OLS (5)

Business Reported
Characteristics change in Probit (2) Probit (3) Probit (4) Probit (5)

sales

Reduction in availa- o
bility of inputs =0

() () () () ()
Reduction in availa- -13.53%%* -9.241 18.73 -9.302 -18.00%**
bility of inputs =1
(3.414) (6.373) (1.59) (5-449) (5.220)
Constant 10.14 22.43% 4.029 1125 9.375
(5.264) (10.72) (13.69) (10.36) (10.23)
Observations 398 83 66 72 177
Adjusted R-squared 0.289 0.491 0.080 0.308 0.310
Standard errors in
parentheses
*p<0.05 **p<0.01 ¥ p<0.001"

Note: Rows with “zero” coefficients have been taken as reference level of the categorical variable in the model
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Appendix 12: Definition of variables used to estimate the effect of business
characteristics on change in employment structure

Response
variable Definition of Y Explanatory variables

(v)

Name of

model

The top 3 reported
main sector of

Size of the firms activity of Age of business [1-young
Whether the business [1-Micro (o-4 full time  establishments Reqion (0-4 years old); Gender of ownership of
Hired hired in the last 30 workers); 2-Small (5-19  [1-Fashion and g . 4 yea ! P
OLS . - . . [1-Rural; 2-Maturing (5-14 years the MSMEs [Women
workers days? [Discrete full time workers); clothing; 2-Urban] old); 3-Established 15+  owned -1: Men owned -o]
variable:1-yes; 0-no]  3-Medium (20-99 full 2-Agriculture, ear's old)] '
time workers)] fishing, or mining; v
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
. Size of the firms activity of . )
Granted Wg?'gr;irefjh:bggrswlpeess [1-Micro (o-4 full time establishments Region hoe (ZLI—J:\S/LnaerSsSo[;d\)/'Oung Gender of ownership of
. absence . . workers); 2-Small (519 [1-Fashion and . ) '
Probit without without pay in the full time workers); clothina: [1-Rural; 2-Maturing (5-14 years the MSMEs [Women
last 30 days? [Discrete . ' thing, 2-Urban] old); 3-Established (15+ owned -1; Men owned -0]
pay variable:1-yes; 0-no] 3-Medium (20-99 full 2-Agriculture, years old)]
’ ! time workers)] fishing, or mining;
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
Whether the business h_&'iﬁg{;t]eﬁflmisme estziatlli\éﬁ\rﬁq%fnts Age of business [1-young
Granted  granted absence with workers); 2-ZSLmaII (5 [-Fashion and Region (o-4 years old); Gender of ownership of
Probit absence pay in thelast 30 full tim’e workersg' 9 clothing: [-Rural; 2-Maturing (514 years the MSMEs [Women
with pay days? [Discrete X ' tning, 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
. ] ) 3-Medium (20-99 full 2-Agriculture,
variable:1-yes; 0-no] : . S years old)]
time workers)] fishing, or mining;
3-Retail or

wholesale; 4-Other]
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Name of
model

Response
variable

Definition of Y

Explanatory variables

Probit

(v)

Wages cut

Whether the business
reduced wage of
workers in the last 30
days? [Discrete
variable:1-yes; 0-no]

Size of the firms
[1-Micro (o-4 full time
workers); 2-Small (5-19
full time workers);
3-Medium (20-99 full
time workers)]

The top 3 reported
main sector of
activity of
establishments
[1-Fashion and
clothing;
2-Agriculture,
fishing, or mining;
3-Retail or
wholesale; 4-Other]

Region
[1-Rural;
2-Urban]

Age of business [1-young

(o0-4 years old); Gender of ownership of
2-Maturing (5-14 years the MSMEs [Women
old); 3-Established (15+  owned -1; Men owned -0]
years old)]

Probit

Hours cut

Whether the business
reduced working
hours of workers the
last 30 days? [Discrete
variable:1-yes; 0-no]

Size of the firms
[1-Micro (o-4 full time
workers); 2-Small (5-19
full time workers);
3-Medium (20-99 full
time workers)]

The top 3 reported
main sector of
activity of
establishments
[1-Fashion and
clothing;
2-Agriculture,
fishing, or mining;
3-Retail or
wholesale; 4-Other]

Region
[1-Rural;
2-Urban]

Age of business [1-young

(o0-4 years old); Gender of ownership of
2-Maturing (5-14 years the MSMEs [Women
old); 3-Established (15+ owned -1; Men owned -0]

years old)]
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Appendix 13: Estimated effect of business characteristics on change in
employment structure

Business Probit (1) Probit (2) Probit (3) Probit (4) Probit (5) Probit (6)
Characteristics Hired workers Fired workers Workers granted Probit (4) Probit (5) Probit (6)
Micro (0-4) o o o} o o o
() () () () () ()
Small (5-19) 0.09 0.124 0.461* 0.345* 0.0246 -0.271
(0.246) (0.164) (o0.21m1) (0.149) (0.146) (0.147)
Medium (20+) 0.721% 0.680** 0.099 0.613* 0.399 0.0993
(0.356) (0.24) (0.378) (0.238) (0.229) (0.233)
Fashion and clothing -1.798%** 0.0978 -0.374 0.846% 0.413 0.531%
(0.349) (0.226) (0.329) (0.217) (0.214) (0.2009)
Agriculture o o o o o o
() () () () () ()
Retail or wholesale -1.7227%%% -0.664* -0.815 -0.457 0.259 1.387%%*
(0.427) (0.286) (0.484) (0.272) (0.234) (0.239)
-1.306™ -0.480* -0.0701 -0.0798 0.772*** 1.096™**
(0.266) (0.218) (0.29) (0.21) (0.2) (0.196)
o o o o o o
() () () () () ()
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-0.307 0.339* 0.191 0.378™* -0.272* 0.0809
(0.246) (0.156) (0.218) (0.143) (0.132) (0.133)
Young (0-4) o o} o} o o} o}
() () () () () ()
Maturing (5-14) -0.391 0.384 -0.253 -0.103 -0.284 -0.248
(0.328) (0.21m) (0.24) (0.181) (0.a61) (0a7)
Established (15+) 0.134 0.163 -0.445 omn -0.202 -0.156
(0.31) (0.224) (0.266) (0.19) (0172) (0181)
Men-owned o] o] o o o) o
() () () () () ()
Women-owned -0.1 -0.0165 -0.0162 -0.0989 0.466** -0.133
(0.329) (0187) (0.254) (0a73) (0.157) (0.159)
Constant -0.312 1.180%%* -1.332%%* -0.983%** -0.516% -0.397
(0.328) (0.265) (0.31) (0.24) (0.223) (0.226)
Observations 483 483 483 483 483 483
Pseudo R-squared 0.297 0.096 0.075 0.156 0.058 0.112
Standard errorsin
parentheses
b p<005 sesie p<oo.| ek p<ooo-|"

Note: Rows with “zero” coefficients have been taken as reference level of the categorical variable in the model
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Appendix 14: Definition of variables used to estimate the effect of business
characteristics on ability to survive

Name of Response
model variable (Y)

Definition of Y Explanatory variables

The top 3 reported

main sector of
Size of the firms activity of
[1-Micro (o-4 fulltime  establishments

For how many more

No. of weeks weeks the business Age of business [1-young

canremain canremain openin workers): 2-small (519 [1-Fashion and Region (0-4 years old); Gender of ownership of
OLS open under the current X full time workers): clothing; [1_—Rura|; 2—M§tl_Jr|ng (5—14 years the MSM_ES [Women )
current circumstances? . - 2-Urban] old); 3-Established 15+  owned -1; Men owned -0]
. . . 3-Medium (20-99 full 2-Agriculture,
circumstances  [Continuous variable time workers)] fishing, or mining; years old)]
varying from1to 52] 3-Retai'I or '

wholesale; 4-Other]

For how many days
could the business
continue paying all
costs and payments
(such as payroll,

The top 3 reported

main sector of
Size of the firms activity of
[1-Micro (o-4 fulltime  establishments
workers); 2-Small (5-19  [1-Fashion and

Age of business [1-young

No. of days can Region (0-4 years old); Gender of ownership of

operate with

OLS the available suppliers, taxes or full time workers): clothing: [1-Rural;  2-Maturing (5-14 years the MSMEs [Women
loan repayment) with . : ng. 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
cash . 3-Medium (20-99 full 2-Agriculture,
the cash available? ; - L years old)]
. . time workers)] fishing, or mining;
[Continuous variable ;
3-Retail or

varying from o to

360] wholesale; 4-Other]
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Appendix 15: Estimated effect of business characteristics on ability to survive

OLS (1) OLS (2)
Business Characteristics No. of weeks can remain open under current No. of days can operate with the available
circumstances cash
Micro (0-4) o} [}
() @)
Small (5-19) 1.731 3.6
(3-429) (16.21)
Medium (20+) 15.77* 1.67
(6.4606) (24.92)
Fashion and clothing 14.87%* -7.929
(4.607) (21.85)
Agriculture o o
() @)
Retail or wholesale 16.747*** N10%
(4.651) (22.18)
4.231 28.27
(3.742) (19.29)
o o
() @)
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-0.28 3.343
(2.954) (13.57)
Young (0-4) o o
() ()
Maturing (5-14) 3.924 -12.36
(3.663) (17.12)
Established (15+) 8.247* -9.78
(3.86) (18.14)
Men-owned o o)
() ()
Women-owned -6.916 23.89
(4.364) (17.99)
Constant 14.21%% 87,31
(4.342) (22.14)
Observations 232 388
R-squared 0.125 0.05
Adjusted R-squared 0.089 0.027
Standard errors in parentheses
*p<0.05 **P<0.01 % p<0.001"

Note: Rows with“zero” coefficients have been taken as reference level of the categorical variable in the model
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Appendix 16: Definition of variables used to estimate the effect of business
characteristics on adjustments in business model

Name of Response
model variable (Y)

Definition of Y Explanatory variables

The top 3 reported

main sector of
Size of the firms activity of
[1-Micro (o-4 full time establishments
workers); 2-Small (5-19  [1-Fashion and

Started orincreased
Increased use  use of digital

Age of business [1-young
Region (0-4 years old); Gender of ownership of

Probit of digital platforms in response full time workers): clothing: [1-Rural;  2-Maturing (5-14 years the MSMEs [Women
platforms to COVIF)—19 [plscrete 3-Medium (20-99 full 2-Agriculture, 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
variable: 1-yes; 0-no] ) - L years old)]
time workers)] fishing, or mining;
3-Retail or

wholesale; 4-Other]

The top 3 reported
main sector of

Investmentin any Size of the firms activity of Age of business [1-young
Investmentin W equipment, [1-Micro (o-4 full time — establishments Region (o-4 years old); Gender of ownership of
Probi L software or digital workers); 2-Small (5-19  [1-Fashion and ) . N . g
robit digital I ; ) S [1-Rural;  2-Maturing (5-14 years the MSMEs [Women
solutions solutioninresponse  full time workers): clothing; 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
to COVID-19 [Discrete  3-Medium (20-99 full 2-Agriculture, ' Id) !
variable: 1-yes; 2-No]  time workers)] fishing, or mining; years old)]
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of

Has the firm changed
orisin the process of
changing its products

Size of the firms activity of
[1-Micro (o-4 fulltime  establishments
workers); 2-Small (5-19  [1-Fashion and

Age of business [1-young

Repackaging Region  (o-4yearsold); Gender of ownership of

Probit of product mix orservicesin full time workers): clothing: [1-Rural;  2-Maturing (5—14 years the MSMEs [Women
response to 3-Medium (20-99 ]"ull 2—Agricuiture 2-Urban] old); 3-Established (15+  owned -1; Men owned -0]
COVID-19? [Discrete time workers) fishi L years old)]
variable: 1-yes; 2-n0] ] shing, or mining,
3-Retail or

wholesale; 4-Other]
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Appendix 17: Estimated effect of business characteristics on adjustments in
business model

Busi Probit (1) Probit (2) Probit (3)
usiness
Characteristics Increased use of digital Investmentf in digital Repackaging of product
platforms solutions mix
Micro (0-4) o o o
() () ()
Small (5-19) 0.843%* -1.014* -0.377
(0.238) (0.499) (0.349)
Medium (20+) 1.227%%* o o}
(0.296) () ()
Fashion and 0.0387 -0.853 -0.747
clothing
(0.43) (0.617) (0.513)
Agriculture o o o
() () ()
Retail or wholesale -0.00573 o o
(0.504) () ()
-0.344 -1.016 -0.935
(0.427) (0.668) (0.502)
o o o
() () ()
0.870%* -0.44 0.215
(0.272) (0.568) (0.398)
Young (0-4) o o o}
() () ()
Maturing (5-14) -0.128 0.546 0.18
(0.261) (0.47) (0.435)
Established (15+) -0.434 o -0.338
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Men-owned

Women-owned

Constant

Observations

Pseudo R-squared

Standard errors in
parentheses

*p<0.05

(0.296) () (0.473)
o ° °©
0 ®) ()
0.802*** 0735 0797*
(0.223) (0.522) (0352)
24047 -0.6 -0.726
(0.467) (0.601) (0.66)
483 137 160
0.307 0.189 0139
e p<oo-| o p<0.00'|"

Note: Rows with “zero” coefficients have been taken as reference level of the categorical variable in the model
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Appendix 18: Definition of variables used to estimate the effect of business
characteristics on most-needed policies

. L. Probit (1) Probit (2) Probit (3)
Business Characteristics .. . s N .
Increased use of digital platforms Investment in digital solutions Repackaging of product mix
Micro (0-4) o o} o}
() () ()
Small (5-19) 0.843%* -1.014* -0.377
(0.238) (0.499) (0.349)
Medium (20+) 1.227%%* o o
(0.296) () ()
Fashion and clothing 0.0387 -0.853 -0.747
(0.43) (0.617) (0.513)
Agriculture o) o o
() () ()
Retail or wholesale -0.00573 o) o]
(0.504) () ()
-0.344 -1.016 -0.935
(0.427) (0.668) (0.502)
o o o
®) () ()
0.870** -0.44 0.215

69|



Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

(0.272) (0.568) (0.398)
Young (0-4) o o} o
() ) ()
Maturing (5-14) -0.128 0.546 018
(0.261) (0.47) (0.435)
Established (15+) -0.434 o -0.338
(0.296) () (0.473)
Men-owned o o o
() () ()
Women-owned 0.802%** 0.735 0.797*
(0.223) (0.522) (0.352)
Constant -2.404%* -0.6 -0.726
(0.467) (0.601) (0.66)
Observations 483 137 160
Pseudo R-squared 0.307 0.189 0.139

Standard errors in parentheses

B3 p<o-05 £ p<o.o-| ESESE p<o,oo]l

Note: Rows with “zero” coefficients have been taken as reference level of the categorical variable in the model
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The top 3 reported
main sector of
p-lglliecir:so tScE Qﬁggg(:t [1_|\S/|iizc erglzét]e ]JZ Iiln';isme esti%ﬁii\éir;[xw%fn ts Age of business [1-young
this business over the ) 4 . Region (o0-4 years old); Gender of ownership of
. Wage . workers); 2-Small (5-19 [1-Fashion and . /
Probit 2 COVID-19 crisis - . . - [1-Rural; 2-Maturing (5-14 years the MSMEs [Women
subsidies W, L full time workers); clothing; . - .
age subsidies . . 2-Urban]  old); 3-Established (1s+ owned -1; Men owned -0]
[Discrete variable: 3-Medium (20-99 full 2-Agriculture, years old)]
1-yes: 0-no] : time workers)] fishing, or mining;
ves: 3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
The most needed Size of the firms activity of .
s v } ; . Age of business [1-young
Lol iosipot | [Mooalulme  SIDSMONS  Regon  ayeasody  Genderofownersipof
Probit Others .- 0 5_ 9 I [-Rural;  2-Maturing (5-14 years the MSMEs [Women
COVID-19 crisis - full time workers); clothing; ) - ’
. . h 2-Urban]  old); 3-Established (1s+ owned -1; Men owned -0]
Others [Discrete 3-Medium (20-99 full 2-Agriculture, ears old)]
variable: 1-yes; 0-no] time workers)] fishing, or mining; Y
3-Retail or
wholesale; 4-Other]
The top 3 reported
The most needed . maln.sgctorof
s Size of the firms activity of .
policies to support [1-Micro (o-4 full time establishments Age of business [1-young
. this business over the ) 4 . Region (o-4 years old); Gender of ownership of
. Has received . workers); 2-Small (5-19 [1-Fashion and . ;
Probit COVID-19 crisis - Has . . . [1-Rural; 2-Maturing (5-14 years the MSMEs [Women
support . full time workers); clothing; . - i
received support . . 2-Urban]  old); 3-Established 15+ owned -1; Men owned -0]
A . . 3-Medium (20-99 full 2-Agriculture,
[Discrete variable: : K hi A years old)]
1-yes: 0-no] time workers)] fishing, or mining;
! 3-Retail or

wholesale; 4-Other]

val
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Appendix 19: Estimated effect of business characteristics on most-needed policies

Busi Probit (1) Probit (2) Probit (3) Probit (g) Probit (5) Probit (6) Probit (7) Probit (8) Probit (9) Probit (10)
usiness N
Characteris- Deferral of Loans with 5 Has re-
ti R s Sl CELYEVE o Ll subsidized F|scal Tax deferral Wage Others ceived
ics transfer rent new credit exemptions subsidies
ment rates support
Micro (0-4) o o o o) o o o o o} o}
() () () () () () () () () ()
Small (5-19) -0.207 0.424** 0.222 -0.285 0.556%** 0.594 0.601 0.536™* -0.39 0.0278
(0.55) (0.154) (0.146) (0.158) (0.165) (0.417) (0.623) (0.196) (0.34) (0.379)
Medium (20+) -0.704** 0.538* 0.495* -0.41 0.483 0.566 o 0.800%** -0.266 0.883"
(0.232) (0.24) (0.227) (0.266) (0.265) (0.562) () (0.284) (0.468) (0.441)
Fashion and -0.481 -0.0137 0.141 -0.0924 0.989™** -0.707 -0.741 -1.457%% 0.46 -0.478
clothing
(0.255) (0.245) (0.206) (0.208) (0.237) (0.655) (1121) (0.365) (0.296) (0.449)
Agriculture o) o) o o o o) o o o o)
() () () () () () () () () ()
Retail or 1,223 0.691** 0.24 -0.653** 0.856%** -0.0107 o -0.537 0.312 o)
wholesale
(0.265) (0.251) (0.2206) (0.235) (0.244) (0.574) () (0.34) (0.322) ()
Other -0.579* 0.229 0.154 -0.249 0.584** -1.447 o -0.736* o) -0.607
(0.239) (0.223) (0192) (0193) (0.201) (0.764) () (0.292) () (0.42)
Rural o o o o o o o o o o
() () () () () () () () () ()
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-0.481%%* 0.688*** -0.16 -0.470%%* -0.617%%* 0.405 0.452 1.170%%* 0.132 0.172
(0137) (014) (0132) (0138) (0.147) (0.426) (1.085) (0.242) (0.255) (0.377)
Young (0-4) o} o} o} o o o} o} o o} o}
() () () () () () () () () ()
Maturing (5-14) -0.0976 -0.151 0.375* -0.268 -0.162 0.0628 -1.094 -0.0291 -0.362 0.38
(0.168) (0.167) (oa7) (017) (0.75) (0.42) (0.685) (0.225) (0.32) (0.33)
Established -0.0422 -0.381* 0.418* -0.328 0.0541 -0.631 o -0.24 0.0132 o
(15+)
(0181) (0.184) (0.81) (0.184) (o0.a91) (0.566) ) (0.246) (0.309) )
Men-owned le] le] le) o] o] le] o o] o o
() () () () () () () () () ()
Women-owned -0.152 -0.351* -0.101 -0.373* -0.254 1.113* -0.206 0.339 -0.243 -0.325
(0162) (0a77) (0162) (0.181) (0.174) (0.437) (0.764) (0.217) (0.342) (0.489)
Constant ].549*:::::: ‘1.020*** '0.884*** 0.262 0.306 _2.320:::*::: _1.2.'9 _1.497*:::::: ] .812*** ] .962***
(0.264) (0.245) (0.225) (0.22) (0.227) (0.584) (0.754) (0.297) (0.314) (0.341)
Observations 483 483 483 483 483 483 85 483 410 336
Pseudo 0.099 omn 0.024 0.07 0.082 0.259 0.167 0.185 0.054 0.096
R-squared
Standard errors
in parentheses
*p<0.05 **p<0.01 ¥ p<0.001"
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Appendix 20: Definition of variables used to estimate the effect of shocks
on most-needed policies

N::::Jf v':ﬁii%c;:i\e{) Definition of Y Explanatory variables
Reported
decreasein .
T:“edn;g:;c)—gueedg?t Reported decrease in Reported decrease  cash flow Reported decrease in Ejpolrtg? i(:lecurfsasri\llc
thpis business osgr the tot:fl hours worked per in demand for availability supply of financial m;tz%als o?ﬁni'shed
Probit Monetary COVID-19 crisis - week in the last 30 dF; S products and in the last services normally oods an'd materials
transfer Monetar 9transfer [Discrete varigble' Y servicesin the last 30 days available in the last 30 ugrchased toresellin the
[Discreteyvariable' 1-yes: 0-no : 30 days [Discrete [Discrete  days [Discrete variable: P last 30 days [Discrete
. ’ ves, variable: 1-yes; o-no]  variable: 1-yes; 0-no] 3 ‘ v i
1-yes; 0-no] 1yes; 0-no variable: 1-yes; 0-no]
|
Reported
The most-needed decreasein . Reported decrease in
olicies to support Reported decrease in Reported decrease  cash flow Reported decrease in supply of inputs, raw
thpis business oI\D/Zr the tota?l hours worked per in demand for availability supply of financial m;tzzals oF;ﬁni'shed
Probit Deferral of COVID-19 crisis - week in the last 30 dz S products and in the last services normally oods ana materials
rent Deferral of rent [Discrete variable: ! servicesin the last 30 days availablein the last 30 ugrchased toresellin the
[Discrete variable: 1-yes: 0-no] ' 30 days [Discrete [Discrete  days [Discrete variable: P last 30 days [Discrete
1-yes; 0-no] variable:1-yes; o-no] 1_\;aers',agl_en'o 1-yes; 0-noj variable: 1-yes; 0-no]
]
Reported
decreasein .
Jcﬂ?cggig_gfsgg(rjt Reported decrease in Reported decrease  cash flow Reported decrease in I:SSSI:;E? ii?)cl;f:lsrzw
Deferral of  this business overthe total hours worked per in demand for "’?Va"ab"'ty supply of financial materials orﬁni'shed
Probit loan COVID-19 crisis - week in the last 30 days products and in the last services normally oods ana materials
ayment Deferralgof loan [Discrete varigble' Y services in the last 30 days availablein the last 30 ugrchased toresellin the
pay ayment [Discrete 1-yes: 0-no] ’ 30 days [Discrete [Discrete  days [Discrete variable: P last 30 days [Discrete
pay ) i ves, variable: 1-yes; o-no]  variable: 1-yes; 0-noj 3 ) y )
variable: 1-yes; 0-no] J-yes: 0-no variable: 1-yes; 0-no]

]
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Reported
The most-needed decreasein . Reported decrease in
s . Reported decrease  cash flow Reported decrease in .
policies to support Reported decrease in in demand for availabilit supply of financial supply of inputs, raw
this business over the  total hours worked per 8 Y PPl materials, or finished
Access to DN : products and in the last services normally .
- COVID-19 crisis week in the last 30 days S - : goods and materials
new credit . . . ) services in the last 30 days available in the last 30 .
Access to new credit [Discrete variable: : - } ; . purchased toresellin the
. . . . 30 days [Discrete [Discrete  days [Discrete variable: .
[Discrete variable: 1-yes; 0-noj : ; ) . - ) last 30 days [Discrete
. variable: 1-yes; o-no]  variable: 1-yes; 0-no] . : .
1-yes; 0-noj ) variable: 1-yes; 0-no]
1-yes; 0-no
]
Reported
The most-needed decreasein . Reported decrease in
s . Reported decrease  cash flow Reported decrease in .
policies to support Reported decrease in in demand for availabilit supply of financial supply of inputs, raw
Loanswith  this business over the total hours worked per roducts and in the Iasgl se?\[/)iges normall materials, or finished
subsidized COVIDA19 crisis - week in the last 30 days produ ; ; Y goods and materials
. . . . ) services in the last 30 days available in the last 30 .
rates Loans with subsidized [Discrete variable: - - . : . purchased toresellin the
: ) 30 days [Discrete [Discrete  days [Discrete variable: .
rates [Discrete 1-yes; 0-noj : ; . . ; . last 30 days [Discrete
. ] ] variable: 1-yes; o-no]  variable: 1-yes; 0-no] . ) )
variable: 1-yes; 0-no] . variable: 1-yes; 0-no]
1-yes; 0-no
|
Reported
decreasein .
The most-needed . Reported decrease in
policies to support Reported decrease in Re.ported decrease Ca-?h ﬂP.W Reported decreage in su;[))ply of inputs, raw
. : in demand for availability supply of financial A !
. this business over the total hours worked per . . materials, or finished
Flscql COVIDA19 crisis - week in the last 30 days F’F"d”?ts and in the last Services normally goods and materials
exemptions - . . . : services in the last 30 days available in the last 30 .
Fiscal exemptions [Discrete variable: . - . ; . purchased toresellin the
> . > . 30 days [Discrete [Discrete  days [Discrete variable: .
[Discrete variable: 1-yes; 0-no] : . ) . ; . last 30 days [Discrete
1-yes: 0-no] variable: 1-yes; o-no]  variable: 1-yes; 0-no] variable: 1-yes: 0-no]
' 1-yes; 0-no ‘ '
|
Reported
decreasein .
The most-needed Reported decreasein ~ Reporteddecrease  cashflow Reported decrease in I;fpolrtg? i?qecurffsrz\l/c
policies to support totapl hours worked per in demand for availability supply of financial m;tpe%als o?ﬁni'shed
Tax deferral this business over the week in the last 20 dlz\ s products and in the last services normally oods an'd materials
COVIDA19 crisis - Tax . 3 ) Y services in the last 30 days available in the last 30 9 .
. [Discrete variable: : - ; ; . purchased toresellin the
deferral [Discrete 1-yes: 0-no] 30 days [Discrete [Discrete  days [Discrete variable: last 30 days [Discrete
variable: 1-yes; 0-no] variable: 1-yes; 0-no] 1_\</aerslggl_e;].o 1-yes; 0-noj variable: 1-yes; 0-no]

]
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Reported
decreasein .
Tc:]IiE!cir];s E(FJ-?LEI! eCIS(rjt Reported decrease in Reported decrease  cash flow Reported decrease in F:E polrti? icrllecurfsa Sr:nl/c
thpis business or\)/zr the totapl hours worked per in demand for availability supply of financial malljtz;/ials ol?ﬁni'shed
wage COVID-19 crisis - week in the last 30 dpa S products and in the last services normally oods an'd materials
subsidies Wage 5L|9bsidies [Discrete varigble' Y services in the last 30 days available in the last 30 ugrchased toresellin the
[Discgrete variable: 1-yes: 0-no] ' 30 days [Discrete [Discrete  days [Discrete variable: P last 30 days [Discrete
1-yes: 0-no] ) Ves, variable: 1-yes; o-no]  variable: 1-yes; 0-no] varigble' K es: 0-no]
ves. 1-yes; 0-no -17yes,
]
Reported
decrease in .

The most needed dd . Reported decrease  cash flow Reported decreasein Repolrted .decrease in
olicies to support Reported decrease in in demand for availability supply of financial supply of Inputs, raw
thpis business over the total hours worked per roducts and in the last services normall materials, or finished
Probit Others . week in the last 30 days produ : ; Y goods and materials

COVIDA9 crisis - . . ) servicesin the last 30 days available in the last 30 .

. [Discrete variable: : X ; ; . purchased toresellin the
Others [Discrete . 30 days [Discrete [Discrete  days [Discrete variable: | d .

variable: 1-yes; 0-no] 1-yes; o-noj variable: 1-yes; o-no]  variable: 1-yes; 0-no] ast 30 days [Discrete
‘ ' ' ' 1-yes: 0-no ' variable: 1-yes; 0-no]

J
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Appendix 21: Estimated effect of shocks on most-needed policies

Probit (1) Probit (2) Probit (3) Probit (4) Probit (5) Probit (6) Probit (7) Probit (8) Probit (9)

Business Characteristics Monetary  Deferral of il o) Accessto  L0ans with Fiscal Wage

loan pay- new credit subsidized Others

ment rates

Tax deferral

transfer rent exemptions subsidies

Reduction in operating °

hours =0
() () () () () () () () ()
Reduction in operating -0.595* 0.191 0.141 0.0764 -0.180 -0.221 o 0.000841 -0.132
hours =1
(0.232) (0.210) (0.204) (0.220) (0.214) (0.615) ) (0.274) (0.385)
Reduction in demand =o o o o o) o o o o) o
() () () () () () () () ()
Reduction in demand =1 0.350 0.0535 0.255 -0.458 -0.0653 -0.521 o 0.169 -0.221
(0.233) (0.229) (0.226) (0.235) (0.230) (0.628) ) (0.317) (0.409)
Reduction in cash flow =o o o o o o o o o} o}
() () () () () () () () ()
Reduction in cash flow =1 -1.007** 0.344 0.181 0.283 0.453 o) o 0.152 0.196
(0.306) (0.269) (0.250) (0.312) (0.249) ) () (0.368) (0.525)
Reductionin finance =o o o) o o o) o o o o)
() () () () () () () () ()
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Reduction in finance =1 0.237 -0.0244 -0.0921 0.925*** 0.143 le) o 0.564* -0.0643

(0.153) (0.152) (0.148) (0178) (0.155) ) () (0.221) (0.313)
Reduction in availability of o o o o} o o o o} o
inputs =0

() () () () () () () () ()

Reduction in availability of 0.486%* 0.0778 -0.182 0.146 -0.0219 o o -0.568* -0.120
inputs =1

(0.178) (0.180) (0172) (0.199) (0.182) () ) (0.222) (0.358)
Constant 1M6%* -1.059™** -0.672* -1.282%%* 0.360 -1.472%* -1.150% -1.540™% -1.708%*

(0.324) (0.297) (0.274) (0.321) (0.270) (0.549) (0.568) (0.385) (0.492)
Observations 401 401 401 401 401 231 8 401 401
Pseudo R-squared 0.058 0.009 0.009 0.085 0.012 0.033 0.000 0.041 0.010
Standard errors in paren-
theses
*p<0.05 **p<0.01 ¥ p<0.001"

Note: Rows with“zero” coefficients have been taken as reference level of the categorical variable in the model




Appendix 22: Definition of variables used to estimate the effect of shocks on
most-needed policies

Name of
model

Response

variable (Y)

Definition of Y

Business Pulse Survey: Impact of COVID-19 on MSMEs in Bangladesh

Explanatory variables

Financial constraints

Size of the firms
[1-Micro (o-4 full time

The top 3 reported
main sector of
activity of
establishments

Age of business [1-young

the business is facin ) . Region (o-4 years old); Gender of ownership of
Probit salary - Salary payment ? workers); 2-Small (5,_19 [i-Fashion a.md [1—Rgural; 2-Maturing (5-14 years the MSMES [Women
payment [Discrete variable: full time workers); cIotthmg, 2-Urban] old); 3-Established 15+ owned -1; Men owned -0]
1-yes: 0-no] 3—M§d|um (20-99 full 2—.Agr|cultgr¢, vears old)]
' time workers)] fishing, or mining;
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
Financial constraints h_&'fég{gt]:&rlmisme estztlz:)tlli\;ﬁ\r/nzzts Age of business [1-young
‘ Loan the businessis facing workers); 2-small (519 [1-Fashion and Region (0-4 years old); Gender of ownership of
Probit repayment - Loan repayment full tim'e workers): clothing: [1-Rural, 2-Maturing (5-14 years the MSMEs [Women
[Discrete variable: X ' ; ' 2-Urban] old); 3-Established 15+  owned -1; Men owned -0]
1-yes; 0-no] 3—Mgd|um (20-99 full 2—.Agr|cultl.Jrg, . vears old)]
time workers)] fishing, or mining;
3-Retail or
wholesale; 4-Other]
The top 3 reported
main sector of
Financial constraints h_&'i‘?g{geﬂm? ta%'cl[VIr']ty of ¢ Age of business [1-young
the businessis facing ) 4fult time establisnments Region (o-4 years old); Gender of ownership of
. Lower workers); 2-Small (5-19 [1-Fashion and . /
Probit revenue - Lower revenue full time workers): clothing; [1-Rural; 2-Maturing (5-14 years the MSMEs [Women
[Discrete variable: ' ' 2-Urban] old); 3-Established 15+  owned -1; Men owned -0]

1-yes; 0-noj

3-Medium (20-99 full
time workers)]

2-Agriculture,
fishing, or mining;
3-Retail or
wholesale; 4-Other]

years old)]
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Appendix 23: Estimated effect of business characteristics on financial

constraints
Probit (1) Probit (2) Probit (3) Probit (g) Probit (5) Probit (6) Probit (7)
Business Characteristics 5 - ili H
Salary pay Loan Lower Rent pay Utility pay Tax pay Other
ment repayment revenue ment ment
Micro (o-4) o) o o o o) o) o)
() () () () ) () ()
Small (5-19) 0.737%%* -0.0518 -0.169 -0.322 -0.332% 0.328 -0.313
(0.146) (0.146) (0.146) (0.176) (0.151) (0.799) (0.339)
Medium (20+) 0.797%%* 0.0297 -0.495* -0.318 -0.431 o 0.726*
(0.23) (0.229) (0.23) (0.266) (0.245) () (0.34)
Fashion and clothing -0.428* -0.182 0.0777 1.001%** 0.188 -5.232 -0.57
(0.208) (0.203) (0.205) (0.329) (0.202) (779.4) (0.439)
Agriculture o) 0 o o o o) o
() () () () () () ()
Retail or wholesale -0.781%* 0.0419 0.388 1.065** -0.27 0.419 -0.103
(0.242) (0.219) (0.227) (0.335) (0.221) (1.21m1) (0.396)
-0.619** -0.11 0.482* 0.890** -0.201 o 0.0484
(0.196) (0.188) (0.19) (0.312) (0.188) ) (0.336)
o o) o o o o o
() () () () () () ()
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0.563%** -0.053 -0.314* 0.661%** -0.540%%* 0.737 -0.282
(0.139) (0.13) (0.132) (0.149) (0.131) (1.126) (0.244)
Young (0-4) o o} o} o o o o
() () () () () () ()
Maturing (5-14) 0.165 0.204 -0.297 0.137 -0.102 o) -0.287
(0.79) (0163) (0167) (0.176) (0.165) () (0.282)
Established (15+) 0.304 0.0644 -0.0722 -0.27 -0.0215 o] -0.276
(0.188) (0.174) (0.178) (0.199) (0.176) () (0.3)
Men-owned o o] o o o o] o)
() () () () () () ()
Women-owhned -0.134 0.0275 0.440™* -0.673%** 0.0924 4.481 0.227
(0.166) (0.16) (0.168) (0.203) (0.163) (779.4) (0.295)
Constant -0.585" -0.354 0.362 -1.769%%* 0.169 -1.528 1.400%%*
(0.226) (0.214) (0.218) (0.336) (0.214) (0.939) (0.371)
Observations 483 483 483 483 483 44 483
Pseudo R-squared 0.132 0.007 0.053 0.122 0.062 0.245 0.077
Standard errors in parentheses
5 p<0.05 seste p<o_o.| sesiesk p<o_oo-|"

Note: Rows with “zero” coefficients have been taken as reference level of the categorical variable in the model
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