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Interested in what happens to-fewel productivity once
the pandemic hitno clear cut answer

From a theoretical standpahiftsn productivity very likel

Fuenteg Moder(2021) argue that the pandemic could :
total factor productivity in sevesa/s.

initially lock resourcesw semon of digitalization,

slowing down theeallocation of resources, green transformation,
lower spending on R&D Innovations
reshoringf global valushains managerial practices

All in all, amteresting empiricplestion
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On top, Inconclusive literature

Andrews et al. (2021) show tladtourturnover declined in response toghademidcor
three countries of tH@RECD. On the other hanfitms that intensively used Apps to
manage their business were more resilient, strengthening the casigifahziagéon

Lamorgeset al. (2021) find a sizable, positive effect of management practices or
performance for Italian companies. It seems thanietiyed firms were able to
Implement important organizational changes, including remote work.

Kozeniauskas al 2020); heterogeneous responses of Portuguese firmst tlesirms
experienced declines in sales, but high productivity firms were more likely to ren
less likely to lay off employees and used government support to a lesser extent.

ApedeAmah et al. (2020using Enterprise suneanfirmthe severe impacts of the
pandemic omnterprisewith a persistent negative impact on sales. As regkaiasuthe
adjustment, authors find that the adjustment on the intensive margin has been n
strongerimportantly, authors state that:

O p r o dgrawth could e yn especially important chanablsias the crisis could effective
impair productivity growth through different mechanisms, by reducing incentives or rest
l nvestment 1 n innovation as well as by
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Data

Analysibuilds on the World Bank Enterprise Survey (ES) datasets.

Primary sources information are the COVI followup questionnaires conducte
In 2020 and in 2021.

Thesesurveyed the same firms engaged in the general modules of 2018 and Z
Enterprise Surveys and come in several waves. We merge the two sets of infc
at the enterprise level and also capitalize on the information from the World B:
Productivity dataset (see Francis et al. 2020) that was constructed for the sam
enterprises.

All in all: 18,768rms from 32Zountries (5 Western Balkans, including North
Macedoniaut of these, 13,791 firms were interviewed again in the first wave
Covid19 followup surveys. In 22 countries, the second or even a third wave of
surveys are available, allowing us to collect additional information on 9,173 ar
firms respectively.

SectorsManufacturing (4%7), Construction (45), Wholesale and retail (50, 51 ar
52), Hotels and restaurants (52 and 55), Transp6@)(@ad other services includi
Telecommunication, IT and Computer services (64 and 72).
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Note: Figureshowsthe intervalbetweenthe first andthe last COVIBL9 follow up interviewsby countryin horizontalbars Thefigure,on
its y-axisshowsthe valuesof Googlemobility indextime-seriesfor all countriesin the surveyswherethe mobility indexis available
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Productivity measures
Labourmproductivity
TFP

Real sales/employ@eur chosen one

Figure: Thehare firms with missing labour productivity or TFP by saagpmyenent
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Note: The figure showsthe share of firms by the
o percentile values of sales over employment that
' ' ' ' ! have no labour productivity measure (services
10 25 0 s 90 sector)or no total factor manufacturing The error
productivity percentiles R 9
barscorrespondo aten percentsignificance
Manufacturing Services
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Some interesting descriptive statistics of our sam|
and dependent variables

Firm closuresbout3% of thesample closed down permanently, 40%
temporarily in manufacturing sectors, 45% in services

Losses in salést% suffered lossesayy), about a third of sample losses
greater than 30

Change in supply and demaeadr|y60% experienceldss in demand and
50% ofthemfacing problems theirsupplies

Employment responsdiout 10%reduced employment permanently and a b
less than a third sent workers on urgave

Remote work and online satesre tharB0% increasedemoteworking
(sectoral heterogenei®4% of the firms increased online sakestya
quarterincreasedr introduced the delivery of th@mducts

Policy supportash transfers, deferral of credit and mortgage payments, ac
to new credit, fiscal exemption and wagsidy investigated; wage subsidies
mostly utilized (28%), subsidiaedlit was used much less frequet®ty.
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Empirical strategy

0i® p) TOYOOsL [,

Y is a binary variable, describing the CO¥tBsponse of establishmamt
country ¢ and sector s. PROD is a measure of productivity and X is a vector of
controlsy ando represent country and sector fixed effects.

Eqg (1)estimated biaking into account that Enterprise survey is a satiégd

Thepredicted outcome probabilities at various percentiles of the productivity
distribution are evaluated.

ImportantNo causal interpretation of resil&ssertheless, reversausality can

be ruled outProductivityneasure and control variables are not affected by the
COVIDs hock, because the dependent wvar
behavioum 2020 and 2021, while the independent variables are obtained from
the surveys taken in 2018 and 2019.
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Some results
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Note: Thecolumnsshowthe predictedshareof firms that report sales
Note: The columns show the predicted share of firms that close down by ) o Wine preci I . P
. . . lossesby productivity moments The results are obtained from survey
productivity moments The results are obtained from survey regressionson X . . .
L ; . . : ) regressionsvith COVIEL9 Followup surveyweightsof the Enterprise
quintileswith pre-2020weightsof the EnterpriseSurvey Regressionare derived . .
. . : Survey Regressionare derivedfrom Eqg 1 and control for country and
from Eg 1 and control for country and sector fixed effects and firm size,age, ' . . . .
. . L sectorfixed effectsand firm size,age,ownershipand exportingstatus
ownershipand exportingstatus Errorbarscorrespondto 10 percentsignificance o
level Errorbarscorrespondo 10 percentsignificancdevel
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Predicted probability for change in demand or in the supply of inpu
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Note: Thecolumnsshowthe predictedshareof firmsthat report (a) decreaseor (b) increasen demandfor their productor servicesor that report (c) decreaseby

productivitymoments Theresultsare obtainedfrom surveyregressionsvith COVID19 Followup surveyweightsof the EnterpriseSurvey Regressionare derived
from Eq 1 and controlfor countryandsectorfixed effectsandfirm size,age,ownershipandexportingstatus Errorbarscorrespondo 10 percentsignificancdevel
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Predicted probability of Predicted probabiliy
employment layoff reductiorof working hours
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Note: The columnsshowthe predicted shareof firms that report employment Note: The columnsshowthe predicted shareof firms that report reducingthe
layoffby productivitymoments Theresultsare obtainedfrom surveyregressions working hours by productivity moments The resultsare obtained from survey
with COVIEL9 Followup surveyweightsof the EnterpriseSurvey Regressions regressionsvith COVIEL9 Followup surveyweightsof the EnterpriseSurvey
are derivedfrom Eqg 1 and control for country and sectorfixed effectsandfirm  Regressiongre derived from Eq 1 and control for country and sector fixed
size,age,ownershipand exportingstatus Error bars correspondto 10 percent effectsandfirm size,age,ownershipand exportingstatus Errorbarscorrespond
significapcéevel to 10 percentsignificancdevel
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Introduction or Increase of
remotework by productivity
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Note: Thecolumnsshowthe predictedshareof firms that report Introductionor
increaseof remote work by productivity The resultsare obtainedfrom survey
regressionswvith COVIEL9 Followup surveyweights of the EnterpriseSurvey
Regressiongire derived from Eq 1 and control for country and sector fixed

effectsandfirm size,age,ownershipand exportingstatus Errorbarscorrespond
to 10 percentsignificancdevel
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What about policy support?
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Gov't support Deferrals Fiscal Exempt.
Cash Transfer New Credit Wage subsidy
p10 p90

Note: Thecolumnsshowthe predictedshareof firmsthat report receivingpolicymeasuresP10 and P90.
The results are obtained from survey regressionswith COVIEL9 Followup survey weights of the
EnterpriseSurvey Regressionare derivedfrom Eqg 1 and control for countryand sectorfixed effectsand
firm size,age,ownershipandexportingstatus Errorbarscorrespondo 10 percentsignificancdevel
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Are we capturing only short term impact on productivity? Robustn
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Panel (a): Permanent closure
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Panel (c): Online sales

90

predicted probabilty (%)

50
!

predicted probabilty (%)
40
h

10
L

4

2

30
L

20
N

10

T T T T
25 50 75 90
productivity percentiles

first wave all waves
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Panel (d): Remote working

Note: Thecolumnsshowthe predictedshareof firms that closedown permanently(panela) or file for bankruptcy(panelb), the shareof
firmsthat report Introductionor increaseof online sales(panelc) and remote work (paneld) by productivity Theresultsare obtainedfrom
surveyregressionsvith COVIEL9 Followup surveyweightsof the EnterpriseSurvey Regressionare derivedfrom Eq 1 and control for
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Summary of the results and discussion

The pandemic had very strong and heterogeneous impa
acrossectors.

More productive firms coped with the crisis better in term
of closures and employment adjustments.

Theywere more likely to speed up some digitalization
processes.

Therecent crisis could amplify the difference between
highly productive and less productive firms.

Asr egards the governmentso
strong utilization at the firm level, but very little
differentiation across productgugntiles

More targeted approach in the current crisis?
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Table2. Description of variables
[ v | el o J o | o |

PANEL A

Productivity (sales/employment in logs 11990 10.47 3.43 17.52 136

Labour productivity (value added/empl. in logs 6739 9.89 -3 15.49 13
tal fi 4275 3.08 =1:35 11.17 191

cator variables for firm s

small (<20 13791 45 0 100 50
medium (2699 13791 34 0 100 47
large (100 and over) 13791 21 0 100 41
firm age (in logs 13570 2.76 0 5.09 0.74
Indicator: exporter 13581 22.88 0 100 42.01
Indicator: foreign ownership 13564 8.95 0 100 28.55
Indicator variables for COVHD9 response
permanent closure 18765 3.38 0 100 18.07
temporary closure 13776 41.23 0 100 49.23
drop in yoy sales 12731 64.39 0 100 47.89
drop in yoy sales more than 30% 12731 34.86 0 100 47.65
filed for bankruptcy or insolvenc 13791 2.28 0 100 14.94
decreased demand for product / services 13425 59.34 0 100 49.12
increased demand for product / services 13425 10.21 0 100 30.28
decreased supply of materials 13425 49.82 0 100 50
increased supply of materials 13425 8.23 0 100 27.48
firm converted product or services 13789 33.58 0 100 47.23
decrease of working hours 13425 39.86 0 100 48.96
employment layoff 13791 10.19 0 100 30.25
employment unpaid leave 13791 26.2 0 100 43.97
increased or introduced remote work 13791 31.96 0 100 46.63
increased or introduced online sales 13791 23.99 0 100 42.71
creased 0 (o] 13791 21.09 0 100 40.8
PANEL D
Indicator variables for Policy support
firm received government support 13791 35.06 0 100 47.72
Cash transfer 13238 12.34 0 100 32.89
Deferral of credit / 13371 10.9 0 100 31.16
Access to new credit 13374 7.28 0 100 25.99
Fiscal exemption 13365 11.82 0 100 32.29
European Wage subsidies 13398 28.38 0 100 45.09
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