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STUDY BACKGROUND

In light of the situation across the country, SMEs are up against unprecedented challenges whose
repercussions will be felt for years to come. Currently, SMEs are the most vulnerable to social
distancing measures put in place, with many facing complete shutdowns as a result of the
ongoing crisis. While some measures have been put forward to support SMEs combat the short
term implications of the shutdown, there continues to be a need for a more effective response in
order to be able to mitigate the effects of the crisis on the country’s economic lifeline.

The following report outlines the impact of the crisis on SMEs as well as their readiness to address
the current crisis and its aftermath. Furthermore, this study will shed light on response measures
adopted by businesses as well as identifying needs and expectations of SMEs from various
stakeholders moving forward.

FOR THE FULL REPORT, PLEASE CONTACT:

Noor Alsalhi — Senior Accounts Manager
E. nooralsalhi@ipsos.com

Anoud Alassi— Senior Analyst

E. anoud.alassi@ipsos.com &
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STUDY APPROACH & METHODOLOGY

— METHODOLOGY
| SELF-ADMINISTERED {QrQ 'ob\ SAMPLE
=0  ONLINE INTERVIEWS RECRUITMENT
e SMEs were recruited from the KINZ
databases,.

OWNERS/DECISION MAKERS
NATIONWIDE COVERAGE * Participating businesses were selected

randomly based on a predetermined
quota on sector, region & size.

£}  SAMPLE PROFILE
S 2

47
LENGTH OF INTERVIEW * The sample is representative of SMEs
15 MINUTES : .
| across different sectors in Jordan as per
2018 "Department of Statistics” census.
SAMPLE SIZE
290 SMEs
(1 (1
— FIELDWORK DATES

31| 10APRIL-27 APRIL
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DATA INTEGRITY AND QUALITY CONTROL

Level 1: Recruitment

* Ipsos online surveys were sent as unique and single-use SMS links to a randomly pre-selected
sample of business managers/owners, who represent the universe of SMEs in Jordan.

» Such Business managers/Owners were validated and contacted by Kinz
» No Open Links were used for this study
* Ipsos unique Links were valid only on the respondent's unique IP address

Level 2: Data Integrity
» Ipsos deployed automatic detection and removal from the data of speeders & straight liners

« Ipsos Scripts utilized Enhanced Captcha measures to verify human input and prevent inaccurate
responses

Level 3: Quality Control

* Quality control and verification through Ipsos call backs via our WFH CATI centers.

4 - © Ipsos | COVID-19 Impact Series - SMEs Edition




KEY HIGHLIGHTS
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KEY HIGHLIGHTS

Amidst Reopening, Businesses Worry about Pending Financial Obligations

The current crisis has had a substantial impact on the country’s economic lifeline with the vast majority of SMEs
experiencing complete shutdowns and loss of revenue. With many depending on revenues to cover current expenses,
businesses’ resilience against this crisis is quite limited. In fact, The Government’s decision to ease lockdown measures
has come at the right time considering that the majority of businesses will be unable to financially sustain themselves
beyond April had the lockdown persisted. Nonetheless, the current disruption has led many to be extremely concerned
about covering immediate costs like paying rent and payroll.

Measures Implemented by Businesses Aim to Preserve Liquidity:

In an attempt to mitigate the negative impact of the crisis on the business, the majority have started deferring
payments and a sizable percentage have also resorted to external financing, with many intending to follow suit. It is
worth noting that businesses are delaying measures that have a direct impact on their employees, opting to look for
other solutions and keeping salary deductions and lay offs as a last resort.

Government Measures Fall Short in Addressing SME’s Current Business Challenges:

While businesses appreciate the measures implemented by the government to minimize the negative impact of the
crisis on the overall economy, they are less likely to feel that these measures are addressing their businesses’ direct
challenges. Furthermore, government measures are seen to favor the rights of employees over those of their
employers.
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KEY HIGHLIGHTS

Expectation from the Government to Offer Instant Relief Measures:

Given the severity of the impact on business operations and revenues, there are high expectations when it comes to
the degree of government intervention. In fact, the government is expected to support on a wide scale by increasing
spending in order to stimulate the economy as well as offer support on businesses immediate challenges mainly by
working with relevant stakeholders to defer rent and loan payments.

High Levels of Concern Regarding Business Continuity:

Half of SME's in Jordan are not confident about their ability to survive the current crisis, with this worry especially
highlighted amongst the most vulnerable establishments, namely small businesses and those operating within the
hospitality sector. Additionally, businesses share a bleak outlook regarding the duration of the crisis with 1in 2 expecting
that things will not resume to normal before August and expecting the recovery period for their business to be even
longer.

The Current Crisis is Forcing Many to Rethink their Business Models:

In light of the current crisis the majority of businesses expect to change their business operations in at least one way.
Most businesses intend on implementing long term cost cutting measures and focus more on better cash management
which will offer resilience in the face of future adversities. Furthermore, there is a clear shift towards digitization, with
many businesses intending to focus on improving their digital presence.
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UNDERSTANDING THE CURRENT BUSINESS
SITUATION
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Perceived Level Of
Threat

BY REGION, SIZE, & SECTOR

[ |
L
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Q. What level of threat do you think the
coronavirus or COVID-19 poses to your business?

Overal NN %
The vast majority of businesses perceive high
levels of threat posed by the pandemic on Central [N 85%
their operations. However, this is especially North [ 85%
more pronounced amongst businesses south [ oo
located in the South as well as those in the
Tourism & Hospitality sector.
Small Businesses || GG 85%
Medium Businesses || GG 84%
Wholesale & Retail | GG 85%
Manufacturing [ R IIIDIBBNEIIINL 55
[l Mz Sevices [N %
B Moderate Threat Tourism & Hospitality || GG o/
Low Threat others |G 83%
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For the majority of SMEs operating in the
country, the lockdown has led to a complete
halt of their activities and as a result revenue
streams were gravely impacted with 9 in 10

experiencing complete loss of revenue.

The minority that managed to maintain
some of their operations, were mostly
medium sized companies, with Healthcare
Service companies being the most resilient.

Impact On Current Business
Operations

Q. What is the impact of the lockdown on your business’
current operations?

No Impact - Business As Usual
Significant Impact - Continued With Limited Capabilities

B Total Impact - Complete Shutdown

Impact On
Revenue

Q. How has your business been impacted since the
government imposed the lockdown?

B No Revenue
B Decreased By Up To 50%
B Decreased By More Than 50%

No Change
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The Government'’s decision to ease lockdown
measures has come at the right time
considering that the majority of businesses
will be unable to financially sustain
themselves beyond April, should the
lockdown persists.

This was especially a worry amongst smaller
businesses who struggle with liquidity and
depend on revenue streams to be able to
cover monthly expenses.

Duration of Financial
Sustenance

Q. How long would you be able to financially sustain
your business if the lock down persists?

Apr-20

May-20

Jun-20

Jul-20

Aug-20

Longer Than
Aug-20

Duration Of Financial

Sustenance
- By Size of Business

W Small Businesses

Apr-20

May-20

Jun-20

Jul-20

Aug-20

Longer Than
Aug-20
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Top Concerns Amongst Highest Costs

Businesses Suffered

Q. Thinking about your current business situation, out of the below Q. What is the highest cost you currently have?
With revenues coming to a complete halt and factors, which do you consider to be your top 3 concerns?
companies struggling with liquidity, many are 85,

. . . (o]
extremely concerned about covering their top Paying Rent _ 70% .
) diat t | t 4 I Mentioned At Least noad]
immediate costs, namely rent and payroll. One Financial ooag o) Pavi
. . . aying Rent
Paying Employee Salaries [ 47 Obligation As A Key a835 36% ying
i ; _ar i Concern

While medium-sized companies are more Sy T . 15%

concerned about making payroll, smaller
businesses on the other hand are more worried

. O .

about paying rent. (@ 23% Making Payroll

paying Inability To Work Remotely - 43% ="
Nevertheless, many are also concerned about i Businese - 43%
the long term impact this crisis will have on
their business, especially when it comes to Cashflow Management [ 25% D 30% Losing Business
retaining clients. DDD

Supply Chain . 18%

Increase In Supply Costs . 12%

Future Product/Service
]~
Demand
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With making payments being a primary
concern, the majority of businesses have
already resorted to delaying upcoming
payments with many intending to further defer

in the future. However, more than a third have
already sought financial assistance in order to
be able to cover expenses with many more

planning on resorting to additional financing.

Furthermore, businesses are putting off
measures that affect their employees, with the
vast majority wanting to protect the livelihoods
of their staff and as such postponing layoffs
and salary reductions.

Deferring Payments

=]

=5

Looking For Financial Support

.

Prioritizing Safety Of Employees

<
2,

Cutting Costs In General

B4 E

Reducing Staff Salaries

000

Decreasing Marketing Expenditure

Finding Alternative Sources Of Supply

B

]

Revising Annual Budget

= |BE

Laying Off Employees

Decreasing Production Of Goods

63%

42%
24%
24%
L 39%

E.

o o
(o]
X
w
3

L |
w

14%

—_—
o
R

W Measure Already Taken

B Measures to be Taken

7%
22%

6%
8%
10%

4%

(o}

Q. In light of outbreak, which of the following measures have you already taken to mitigate the negative impacts on your business?
Q. Which of the below measures are you planning to take in the future to mitigate the negative effect of COVID-19 on your business? &
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AWARENESS & PERCEPTIONS TOWARDS
GOVERNMENT MEASURES




The overwhelming majority of businesses are
praising the government for its efforts when it
comes to containing the spread of the virus in
the country.

Although to a lesser extent, businesses also feel
that the government'’s efforts in minimizing the
negative impact on the economy has been
commendable, with 1 in 2 believing that the
government has done a good job on that front.

However, the following slide shows that
businesses have a different perception when it
comes to the effectiveness of government
measures in tackling their own specific business
challenges.

B Minimizing Negative Impact On The Overall Jordanian Economy
B Containing The Spread Of COVID-19 In Our Communities

Very Poor Job

Poor job

Good job

Very good job

14%
4%

22%

44%

21%

| e

60%

Q. In light of the current COVID-19 outbreak, how good or poor of a job is the government doing when it comes

to the following?
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Awareness of Defense Order Impact of Defense Order Number 6

Number 6 on Current Business Challenges*
Q. Have you heard about defense order number 6 relating Q. Do you think that these new regulations address the
to employees’ and employers’ rights and procedures put specific challenges your organization is currently facing?
. . . in place to mitigate the economical effect of the
While businesses appreciate the efforts made by lockdown?

the government to protect the country’s overall
economy, they are more skeptical about the
effectiveness of government decisions when it
comes to addressing their own business’s direct
challenges.

Furthermore, given that small businesses along
with manufacturers and service providers were
greatly affected by this crisis, it comes as no
surprise they are the most skeptical about the
government efforts.

: Solves All Chall
On the other hand, given that wholesalers and W Solves allenges

retailers were able to operate under certain Resolves Many But Not All Challenges

. B Aware Unaware
precautionary measures, one quarter have B Resolves A Few Of My Challenges

communicated that the Defense Order number 6
has resolved many of their challenges.

B Resolves None Of The Challenges

*Out of those who are aware of defense order number 6
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B Protecting The Rights of Employees*
B Protecting The Rights of Employers/ Businesses*

c . 7o what extent do you believe that defense order number 6 achieves the following.
While Defense order number 6 seeks to © “ g

balance employees and employer interests,

businesses feel that it is more likely to be Very Small Extent
favoring the financial well-being of employees

over the needs of employers.

19%

47%

36%
37%

Somewhat Small Extent

46%
of Businesses Believe
That The Defense Order
Number 6 Protects
Employees
more so than
Employers

(o)
Somewhat Great Extent 30%

15%

Very Great Extent
2%

*Out of those who are aware of defense order number 6 @
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Given the experienced halt in revenues,
businesses have very high expectations when it
comes to the needed government
interventions. In fact, its is expected that the
government intervenes on several fronts,
namely, tax relief measures, further payment
deferrals and providing support on loans, as
well as increasing spending to stimulate the
economy.

Furthermore, given that the highest level of
concern, to most businesses is rent payments,
businesses would like to see the government
putting rent relief measures in place to help
them cut their costs in the short-term.

Types of Support Needed

Reduction Of Sales Tax %
Reductions On Customs & Tariffs
Offer Business Tax Reductions

Offer Personal Tax Reductions

Provide Zero Interest On Loans

Further Payment Deferrals

Increase Government Support & Spending

Removal Of Import Restrictions

Delay Rent Payments

Collect Only A Share Of Rent

More Flexibilities On Salary Reductions

More Flexibilities On Terminating Employees

26%

22%

17%

B
R

36%

33%

42%

37%

51%

56%

54%

Tax Relief Measures

12%

Payment Deferrals & Loans

68%

Government Intervention

66%

Rent Relief Measures

62%

Employee Related Measures

19%

Q. What kind of measures/ support would you like to have in place, to be introduced by the

government and other entities to minimize the impact of the situation on your company/industry?
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BY REGION, SIZE, & SECTOR

iy e =
z &= g

q “% NIZ,

[fh
S8

M
Tax Relief Payment Deferrals ~ Government Rent Relief Employee
Measures & Loans Intervention Measures Related

Medium-sized businesses are mostly on the

lookout for tax relief measures and
government intervention. On the other hand, Overal 2% 68% 66% 62% 19%

given that small businesses are mostly

suffering with the costs of rent, they are more e — 729 63% 66% 62% 18%
the case for companies operating in the
Tourism & Hospitality sector, as well as those Wholesale & Retail 74% 68% 70% 59% 15%
within the Manufacturing and Service sectors. Manufacturing S 78% e 66% 259
Services 66% 65% 58% 65% 6%
Tourism & Hospitality 72% 64% 43% /3% 36%
Others 69% 64% 71% 59% 25%

Q. What kind of measures/ support would you like to have in place, to be introduced by the government and other entities

to minimize the impact of the situation
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ATTITUDES & FUTURE OUTLOOK
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% of Those who Agree

The Coronavirus or COVID-19 Businesses In General Should Be Changing
Outbreak Will Have A Lasting Their Activities In A Significant Way After The
Impact The Global Economy Risk Of COVID-19 Is Contained

More than 1 in 2 businesses believe that the
pandemic will have a lasting impact on the

global economy, and this is more pronounced
amongst small businesses, service providers
and hospitality.

Furthermore, 4 in 10 believe that businesses in
general should be changing their activities
after containing the risk of COVID-19. Service
providers and Wholesale and Retail businesses
were found to be the driving force behind this
belief.

B Agree Disagree B Agree Disagree

Q. For each of the below statements, to what extent you
agree using a scale from 1-7, where 1 = Disagree
completely and 7 = Agree completely.
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Half of businesses share a negative outlook
about the future of the business — not being
confident about their ability to survive the
crisis. Smaller businesses are more concerned
when compared to medium businesses, and it
comes as a virtue of them being in a more

vulnerable position in the midst of the crisis,
with less buffers to fall back on.

Additionally, Service providers and Tourism &
Hospitality were also the most apprehensive,
while businesses in the Wholesale & Retail as
well as the Manufacturing sectors were found
to be more confident about the future of their
business.

Confidence Levels Towards
Business Survival

Q. How confident are you that your business
will survive the current crisis?

B Not Confident

B Confident

BY REGION, SIZE, & SECTOR

Overall 49% 51%

Central 47% 53%
North 42% 58%
South 43% 57%

Small Businesses 48% 52%

Medium Businesses 28% 73%

Wholesale & Retail 46% 54%

Manufacturing 34% 66%

Services 54% 46%

Tourism & Hospitality 62% 38%

Others 42% 58%
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Nearly 1 in 2 businesses expect that the
impact of COVID-19 on their business will
last longer than August 2020. However, it's
important to highlight that the businesses
that are suffering the most are the ones
expecting longer recovery periods, namely;

small businesses, and those within the
Tourism and Hospitality sector.

Given that most of the businesses foresee
the impact to continue for a while, the
expected recovery duration follows a similar
trajectory, whereby, almost 50% of
businesses believe they will need 6 months
or more to be able to fully recover.

Covid-19 Impact Duration

Q. When do you expect things to go back to usual?

Apr-20 4%

May-20 1%

Jun-20 14%
Jul-20 I 10%
Aug-20 . 12%

Longer Than Aug-20 48%

Expected Duration For Recovery

Q. How long do you expect it will take for your
organization/ industry to recover from the covid-19
outbreak?

Less Than A Month . 9%

1 Month I 6%

2 Months . 8%
3 Months . 12%
4 Months . 9%
5 Months I 6%
6 Months - 14%
More Than 6 Months - 34%
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Generally, businesses are expecting lower
future demand for their products or services,
however, with medium-sized businesses

showing signs of resilience to the crisis, they
were more likely to forecast larger demand
levels than average when compared to
smaller businesses.

1in 4 Service providers are anticipating
higher demand, while 3 in 10 Wholesale and
Retail businesses are expecting no changes
in demand.

Expected Demand For
Products/ Services

Q. Once life returns to normal, do you expect
demand for your products/services to be:

B Lower Than Average Demand

About The Same
B Higher Than Average Demand

BY REGION, SIZE, & SECTOR

Overall

Central
North

South

Small Businesses

Medium Businesses

Wholesale & Retail
Manufacturing
Services

Tourism & Hospitality
Others

QO
H
(o)

69%

72%

S

58% 13%

83%

ul
X

70%

~
R

65%

68%

N

64%

A
o R
R PR

70% 24%
86%

1%

=g
w
N S
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80% OF BUSINESSES INTEND TO CHANGE THE WAY
THEY MANAGE THEIR BUSINESS IN THE FUTURE

Changes In Business Model

Cutting Direct Costs _ 62%

The majority of businesses are looking into

changing their business models in a way Better Cashflow Management _ 36% Cutting Costs & Cashflow
Management

that can help them cut cqsts or better Reducing Office Space . 0% 9o

manage their cashflow; this being the most 77%

popular choice amongst medium-sized
businesses, Wholesale and Retail as well as : :

. . T Start An Online Shopping Platform _ 39%
those in the Tourism & Hospitality. L
Higher Usage of Existing Digital Channels - 21% LU ZRLT
Moreover, small businesses and Wholesale 56%
and Retail companies were found to be Create Work From Home Protocols - 20%
skewed towards innovation and digitization. Investing In Automation & IT - 1%
On the other hand, Manufacturing
companies were mostly looking into

changing their supply chain and logistics. Better Inventory Management - 24% Supply Chain &
Logistics
More Efficient Production Process 22%
> 43%

Increasing The Number Of Suppliers . 12%

Q. In light of the recent COVID-19 global outbreak, how do you M
intend to change your business model in the future? 26 — © Ipsos | COVID-19 Impact Series - SMEs Edition




SAMPLE DETAILS

|

|
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SAMPLE DETAILS

THIS WAS A PRESELECTED SAMPLE COMPRISED OF BUSINESS OWNERS OR PARTNERS

Position of Respondent Sector Location of Business
Q. Within the business you are currently working in, what is Q. What is the nature of your business Q Where Is your business based?
your position?

Wholesale & Retail - 56% B Central ® North ™ South

Owner or Partner Of 879% Manufacturing l 13%
Business

Services I 8%

Tourism & Hospitality I 8%

General Manager (Non-
' ger ( I 10%

Owner) Healthcare I 4%

Professional, Scientific &
Technical Activities

Education |2%
Senior Manager ‘3%

Other I 6%
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SAMPLE DETAILS

Year of Business Establishment Number of Branches Size of Businesses

Q. What year was your business established? Q. How many branches of your business operate in Jordan?
W Less Than 5 Employees

- 5-19 Employees
or
before . 115 Working Remotely I 5% W 20-99 Employees

1991-1995 9%
l 0 1 Branch _ 83%

1996-2000 [ 13%
2 Branches I 9%

2001-2005 [ 10%

2006-2010 [ 219

4 Branches | 0.4%
2011-2015 [ 199 )

3 Branches | 2%

After 2015 -18% 5+ Branches | 1%
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ABOUT IPSOS

Ipsos is the third largest market research company in the world,
present in 90 markets and employing more than 18,000 people.

Our research professionals, analysts and scientists have built
unique multi-specialist capabilities that provide true
understanding and powerful insights into the actions, opinions
and motivations of citizens, consumers, patients, customers or
employees. Our 75 business solutions are based on primary
data coming from our surveys, social media monitoring, and
gualitative or observational techniques.

“‘Game Changers” — our tagline — summarises our ambition to
help our 5,000 clients to navigate more easily our deeply
changing world.

Founded in France in 1975, Ipsos is listed on the Euronext
Paris since July 1st, 1999. The company is part of the SBF 120
and the Mid-60 index and is eligible for the Deferred Settlement
Service (SRD).

ISIN code FRO000073298, Reuters ISOS.PA, Bloomberg
IPS:FP
WWW.ipsSos.com

GAME CHANGERS

In our world of rapid change, the need for reliable information
to make confident decisions has never been greater.

At Ipsos we believe our clients need more than a data supplier,
they need a partner who can produce accurate and relevant
information and turn it into actionable truth.

This is why our passionately curious experts not only provide
the most precise measurement, but shape it to provide True
Understanding of Society, Markets and People.

To do this we use the best of science, technology
and know-how and apply the principles of security, simplicity,
speed and substance to everything we do.

So that our clients can act faster, smarter and bolder.
Ultimately, success comes down to a simple truth:
You act better when you are sure.
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THANK YOU!

Noor Alsalhi — Senior Accounts Manager

Anoud Alassi— Senior Analyst
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