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EXECUTIVE SUMMARY

As of 30 August 2020, 227,446 confirmed cases of COVID-19 and 6,891 deaths 

had been reported in Iraq.1 Measures that the government of Iraq have taken 

to curb the spread of COVID-19, including curfews, school closures, and 

restrictions on travel into and within the country, have led to reduced 

operating hours or the closure of many small businesses. Although the 

government has started relaxing restrictions in certain locations, the 

economic impact of COVID-19 is expected to be severe.

1 Corona Tracker, 31 August 2020, https://www.coronatracker.com/country/iraq/; WHO dashboard (2020). Report: Iraq: WHO Coronavirus Disease 
(COVID-19). Access August 25, 2020.https://covid19.who.int/region/emro/country/iq

2 IOM Iraq defines small- and medium-sized enterprises as being characterized by businesses with 4-50 employees, including the business owner. 
White, S., "Micro, Small and Medium-sized Enterprises in Iraq: A Survey Analysis. Private Sector Development–Iraq," 2012, https://www.psdc-
iraq.org/sites/default/files/ILO%20Iraq%20MSME%20Analysis%20Final.pdf.

3 Questions about employee numbers, revenue, and production were asked in terms of “the past four weeks.” Data collection took place between 22 
June and 7 July. SMEs that were interviewed earlier on in the data collection period would have therefore included the end of May in their calculations. 
Later in the data collection period, SMEs would consider all of June as the last four weeks. Throughout this report we refer to this period as June.

4 Common important inputs include articles of wood, articles of meat, articles of stone or similar materials, food materials, iron and steel, electrical 
machinery, television image and sound, vehicles and accessories.

5 Inputs were classified in 108 categories from live animals to agriculture machinery.

The United Nations’ International Organization for Migration 
(IOM) in Iraq, Food and Agriculture Organization (FAO), and 
the International Trade Center (ITC) jointly conducted a 
survey analyzing the pandemic’s impact on small- and medi-
um-sized enterprises (SMEs) in Iraq.2 The research focused 
on 15 governorates and 16 sectors, contacting 893 SMEs 
between 22 June and 7 July 2020. 

Findings show that COVID-19 has negatively affected 
production and employment, with an average reduction of 
67 per cent and 27 per cent respectively. The pandemic also 
increased the gender gap in the labor market. Before the 
pandemic began at the end of February, there was 1 woman 
per 13 men in the SMEs surveyed. The gap reached 1 woman 
per 17 men by June, showing women are more likely to be 
laid off than men.

Over the past several months, revenues have also been 
severely impacted by COVID-19. Businesses across the 
sectors included in the study – agriculture, automotive, 
carpentry, chemical, construction, education, food produc-
tion, general trade, hospitality, manufacturing, medical 
services, general services, materials (metal and plastic), tech-
nology and textile – estimated that monthly revenue declined 
63 per cent between February and June.3 COVID-19 also 

affected the surveyed SMEs in other ways, such as experi-
encing a temporary shutdown (86%), clients not paying bills 
(38%), and reduced logistic services (33%).

Surveyed SMEs also experienced challenges in the ability 
to purchase inputs or to sell outputs. More than half of the 
businesses had difficulties accessing inputs domestically 
(55%) and four out of five SME owners faced lower domestic 
consumer sales. 

Due to the reduction in economic activity, many SME owners 
reported a decrease in their demand for inputs used in 
the final production of goods. The first and second most 
important inputs suffered a reduction of 74 per cent and 
64 per cent, respectively.4 Surveyed SMEs reported a 44 per 
cent decrease in the supply of the main input and a 38 per 
cent decrease in the second most used input.5

In all sectors, almost three out of five SMEs interviewed 
reported that they were at risk of permanently shutting down. 
Among these businesses, 33 per cent said the shutdown 
could be within the next six months or more, 26 per cent 
within the next three months, and 14 per cent within the 
next month or less.
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Out of a list of 16 strategies to cope with COVID-19, the 
most common approach was to reduce the number of 
employees, a strategy adopted by 34 per cent of the 
SMEs. Furthermore, 20 per cent of the small firms asked 
employees to stay at home and only 39 per cent of those 
businesses paid full salaries. Online services have been 
challenging for the small firms in the sample, and only 
12 per cent of them implemented online sales or started 
teleworking processes.6 

The small businesses in the sample preferred informal finan-
cial borrowing over formal credit. Almost one out of four 

6 Similarly, Kebede et al (2020) found that 14 per cent of surveyed enterprise use e-commence as part of their business, from a sample of 1,175 
enterprise enterprises. Tewodros Aragie Kebede, Svein Erik Stave, and Maha Kattaa, "Rapid assessment of the impacts of COVID-19 on vulnerable 
populations and small-scale enterprises in Iraq," Fafo and International Labor Organization (ILO), July 2020.

SMEs asked friends or family for money due to COVID-19, 
while only one firm asked for a bank loan. 

According to SME owners, the most effective public poli-
cies that could help them survive during the ongoing 
movement restrictions are: lockdown exemptions for 
certain sectors (68%), rent subsidies (57%) and support 
for the self-employed (45%). 

A second round of data collection will take place in 
September to continue analyzing the impact of COVID-19 
crisis on production, labor, revenues and access to inputs.

METHODOLOGY 

IOM Iraq, FAO and ITC conducted an assessment of 893 SME businesses in 

Iraq. The team selected respondents using a blocking design sample by Iraqi 

governorates from 2,236 firms registered in IOM databases, covering rural 

and urban areas. The optimal sample size was determined to be between 

650 and 950 to estimate an average reduction of four employees with a 

power of 80 per cent and a statistical confidence level of 95 per cent. 

After training field researchers on the survey’s concepts 
and terminology, data collection took place by surveying 
the owner of the business via phone calls from 22 June to 
7 July 2020. Surveys followed an informed consent protocol 
that offered respondents a description of the purpose of 
the survey and a chance to opt-out of the survey. This is 
the first of three interview rounds of this longitudinal study 
that will take place during 2020 (summer, fall and winter) 
to understand the effects of the COVID-19 crisis on SMEs. 
Information is collected from firms that are receiving IOM’s 
grant funding as well as those without grants, meaning 
there is a low probability of social desirability bias impacting 
responses among SME owners who are aware of the possi-
bility of IOM funding.

The food and agriculture sector was oversampled, totaling 
220 SMEs in the subsectors of agriculture (53), retail and 
wholesale (48), accommodation and food services (46), 

agri-food processing (43) and other SMEs (30). General 
trade (139) was the second most represented sector in 
the sample, followed by chemical and materials businesses 
(127), carpentry and construction (118), manufacturing and 
textile (87), services (87), automotive (59), hospitality (34), 
medical services (7), education and technology (9), and other 
businesses (6) for a total of 893 SMEs surveyed. Figure 1 
presents the spatial distribution of the SMEs surveyed in 
the Iraqi governorates.
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Figure 1: Locations of Sampled SME Participating in the Longitudinal Study
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IMPACT OF COVID-19 BY SECTOR: MAIN FINDINGS

The COVID-19 crisis has negatively impacted SME production levels, with an 

average decline of 67 per cent across all sectors. Food and agriculture, as well as 

general trade, are five percentage points below the average reduction. 

Among the five sectors with higher than average produc-
tion declines, education and technology suffered the biggest 
contraction at 77 per cent (see Table 1). 

One hundred and twelve SMEs surveyed said production was 
neither positively or negatively affected, while only 15 SMEs 
surveyed said production was positively impacted, with an 
average growth of 64 per cent. Four of these small businesses 
are in general trade, three in food and agriculture, three in 
manufacturing and textile, two in carpentry and construction, 
two in services and one in chemical and materials.

The pandemic also heavily impacted businesses’ ability 
to retain employees. The average reduction in full-time 

employment from February, before lockdown measures were 
implemented, to June was 27 per cent. Food and agricul-
ture, general trade and services had the smallest reduction in 
employment, with an average loss of 2 out of 10 employees. 
Education and technology saw the biggest decline in employ-
ment, where 8 out of 10 employees lost their jobs, an average 
reduction of almost three times the average for all sectors.

Food and agriculture, services and general trade had below 
average reductions in employment and production. On the 
other hand, education and technology faced the largest 
contraction in these two dimensions. 

Table 1: Reduction in Labor and Production

SECTORS
Change in Production in June 

(Average %)

Change in Employment 
Between February and June 

(Average %)

Food and Agriculture -62% -23%

Automotive -72% -28%

Carpentry and Construction -67% -32%

Chemical and Materials -69% -33%

Education and Technology -77% -78%

General Trade -62% -21%

Hospitality -76% -34%

Manufacturing and Textile -71% -31%

Medical Services -55% 0%

Services -66% -20%

Other -66% -6%

Total -67% -27%

Note:  Percentage change is calculated by averaging the percentage changes of each SME, which may differ from the percentage change between 
the two averages shown.
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Surveyed SMEs reduced the number of women employed 
full time by 50 per cent, going from 10 women employed in 
February to 5 in June, while the decline in men employed was 
only 35 per cent in the same study period. Automotive and 
other sectors did not employ any women in either February 
or June. Services and general trade had the smallest reduc-
tion in women and men employed: 9 per cent each for 

women and 22 per cent and 31 percent for men, respec-
tively. Education and technology had the most dramatic 
decline in employment for women and men, going from 139 
women in February to 4 in June and from 220 men to 34 
over the same period; a negative change of 97 per cent and 
85 per cent respectively (see Table 2).

Table 2: Employment by Gender

SECTORS

TOTAL NUMBER OF  
WOMEN EMPLOYED

CHANGE 
(%)

TOTAL NUMBER OF  
MEN EMPLOYED

CHANGE 
(%)February  

(Before 
Lockdown 
Measures)

June  
(Round 1)

February  
(Before 

Lockdown 
Measures)

June  
(Round 1)

Food and 
Agriculture 156 117 -25% 1,457 1,005 -31%

Automotive 0 0  – 191 125 -35%

Carpentry and 
Construction 3 3 0% 788 531 -33%

Chemical and 
Materials 4 1 -75% 826 517 -37%

Education and 
Technology 139 4 -97% 220 34 -85%

General Trade 22 20 -9% 535 367 -31%

Hospitality 5 4 -20% 237 132 -44%

Manufacturing 
and Textile 33 21 -36% 453 301 -34%

Medical Services 1 1 0% 14 14 0%

Services 23 21 -9% 216 168 -22%

Other 0 0 – 27 17 -37%

Total 386 192 -50% 4964 3,211 -35%
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COVID-19 has also increased the gender gap in the labor 
market. Before the pandemic began at the end of February, 
there was 1 woman per 13 men in the surveyed SMEs. 
By June, the gap reached 1 woman per 17, an increase of 
31 per cent. In February, the sectors with the smallest gender 
gap were education and technology with one woman per 
two men. In June, services had the smallest gender gap with 
one woman per eight men. The two sectors with the biggest 

7 Carpentry and construction saw the highest reduction in gender gap (-33%), while food and agriculture have the smallest reduction (-8%).

gender gap before and after the pandemic are automotive 
and other sectors with zero women, followed by carpentry 
and construction with 1 woman per 263 men in February 
and chemical and materials with 1 woman per 517 men in 
June. Despite the gender gap reduction in 5 out of 10 sectors, 
chemical and materials, and education and technology saw 
a huge increase in the number of men compared to women, 
150 per cent and 437 per cent respectively (see Table 3).7

Table 3: Effects on Gender Gap in the Labor Market*

SECTORS

MALE-FEMALE GAP
CHANGE 

(%)February (Before 
Lockdown Measures)

June (Round 1)

Food and Agriculture 9 9 -8%

Automotive** – – –

Carpentry and Construction 263 177 -33%

Chemical and Materials 207 517 150%

Education and Technology 2 9 437%

General Trade 24 18 -25%

Hospitality 47 33 -30%

Manufacturing and Textile 14 14 0%

Medical Services 14 14 0%

Services 9 8 -15%

Other** – – –

Total 13 17 30%

* The gender gap is equal to the number of men over the number of women in February or June.
** Automotive and other sectors have zero women employed within the sample.
Note:  Percentage change is calculated by averaging the percentage changes of each SME, which may differ from the percentage change between 

the two aver ages shown.
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DECLINE IN REVENUE AND AVAILABLE SERVICES

8 Kebede et al (2020) stated that earnings declined by 40 per cent by comparing average monthly wage-income prior to the lockdowns in Iraq. 
The authors collected information from 3,265 households and 1,175 enterprise.

Due to the COVID-19 crisis, the SMEs surveyed also faced 
a dramatic decrease in average monthly revenue, over 
65 per cent when comparing February to May, after COVID-
19-related movement measures had been in place. The 
contraction in revenue was two percentage points smaller 
(63%) when comparing the period before the pandemic 
to June.8 On average, education and technology had the 
highest monthly revenue during the three months analyzed 
six times the average revenue for all sectors in February and 

five times the average in May and June. However, this sector 
had the biggest revenue loss when comparing the period 
before the pandemic to 8 and 12 weeks later, with 88 per cent 
and 89 per cent losses, respectively. Despite having the 
smallest monthly revenue during the study period, automo-
tive, services and hospitality suffered a revenue loss above 
the average decline for all sectors. Food and agriculture and 
general trade were the sectors with the smallest decline in 
earnings, on average 57 per cent each (see Table 4).

Table 4: Revenue Loss

SECTORS

AVERAGE MONTHLY REVENUE
CHANGE 

(%)

February 
(Before 

Lockdown 
Measures)

May
June  

(Round 1)
February  
to May

February  
to June

Food and Agriculture $6,110 $2,744 $2,749 -49% -58%

Automotive $1,824 $638 $863 -74% -69%

Carpentry and Construction $4,386 $868 $1,100 -75% -69%

Chemical and Materials $3,965 $1,164 $1,487 -74% -67%

Education and Technology $35,917 $11,292 $11,348 -89% -88%

General Trade $9,806 $4,292 $4,536 -61% -54%

Hospitality $3,638 $396 $351 -83% -82%

Manufacturing and Textile $8,605 $2,689 $2,056 -73% -64%

Medical Services $886 $679 $736 -12% -52%

Services $2,820 $622 $968 -70% -66%

Other $1,283 $437 $558 -68% -58%

Total $5,925 $2,126 $2,229 -65% -63%

Note:  Percentage change is calculated by averaging the percentage changes of each SME, which may differ from the percentage change between 
the two averages shown.
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Beyond the reduction in production, employees and reve-
nues –in addition to the increase in the employment gender 
gap–, COVID-19 has also affected the surveyed SMEs in 
many other dimensions. The three most reported issues 
among the survey answer choices were reduced logistic 
services (33%), clients not paying bills (38%) and tempo-
rary shutdowns (86%). Customers did not honor financial 
commitments to half of businesses in manufacturing and 
textile as well as carpentry and construction. The latter 

sector suffered the most challenges in providing logistic 
services for consumers (see Table 5). 

At least 8 out of 10 firms in almost every sector faced tempo-
rary shutdowns during the study period, except for education 
and technology firms, of which only half closed due to the 
pandemic. This is an interesting finding because education 
and technology suffered the highest decline in production, 
employment and revenues. 

Table 5: Challenges as a Result of COVID-19 and Related Restrictions

SECTORS
Number 
of SMEs

Some Clients  
Not Paying Bil ls  

(% of Firms)

Reduced Logistics 
Services  

(% of Firms)

Temporarily  
Shut Down  
(% of Firms)

Food and Agriculture 211 23% 33% 83%

Automotive 58 38% 17% 81%

Carpentry and Construction 116 45% 45% 86%

Chemical and Materials 125 41% 37% 88%

Education and Technology 9 67% 33% 56%

General Trade 136 49% 31% 91%

Hospitality 34 21% 24% 94%

Manufacturing and Textile 84 52% 39% 80%

Medical Services 6 17% 33% 100%

Services 87 34% 30% 92%

Other 6 17% 17% 100%

Total 872 38% 33% 86%

Notes:  Table 5 presents the results of three most selected answer categories from the multi-select question. Twenty-one SME owners (1%) 
did not answer this question.

Other problems created by COVID-19 were reduced investment (18%), expired and unusable raw material (e.g. food and 
agriculture), new problems with infrastructure such as internet or roads (15% each), employee absences due to sickness or 
childcare, increased admin bottlenecks (6% each) and other factors (7%).
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DEMAND FOR INPUTS AND SALES 

Overall, COVID-19 had a significant impact on SME inputs 
and sales. Two months after the pandemic began in early 
May, more than half of the SMEs surveyed had difficulties 
accessing inputs domestically in all sectors. This included 
3 out of 10 firms in education and technology, the sector 
with the smallest number of firms, and around 6 out of 10 in 

carpentry and construction, manufacturing and textiles, and 
services, the sectors in which businesses were most affected. 
Furthermore, 80 per cent of SME owners faced lower 
domestic sales to consumers in all sectors. Manufacturing 
and textile, the sector facing the smallest impact, saw 7 out 
of 10 SMEs impacted by lower domestic sales (see Table 6). 

Table 6: Effect on Inputs and Sales

SECTORS
Difficulty Accessing Inputs 

(% of Firms)
Lowered Domestic Sales  

(% of Firms)

Food and Agriculture 53% 75%

Automotive 51% 78%

Carpentry and Construction 63% 83%

Chemical and Materials 54% 83%

Education and Technology 33% 78%

General Trade 48% 76%

Hospitality 50% 74%

Manufacturing and Textile 63% 69%

Medical Services 43% 86%

Services 63% 79%

Other 33% 100%

Total 55% 78%

Notes:  Each column shows the number of SMEs affected by difficulty accessing inputs domestically or lowered domestic sales to consumers 
each divide by the total number of SMEs per sector.

Other self-reported issues include a reduction in sales to 
businesses (26%) and difficulty importing inputs from abroad 
(15%). Some firms saw extremely minor benefits from the 
pandemic, reporting an increase in domestic sales (2%). Out 
of all SMEs, only one firm exports internationally. This firm is 
in the general trade sector and reported difficulty exporting 
during the COVID-19 crisis.

The losses associated with COVID-19 include the decline in the 
demand for inputs to produce final goods. The first and second 
most important inputs suffered a reduction of 74 per cent and 

64 per cent, respectively. The SMEs surveyed also reported a 
44 per cent decrease in the supply of the main input and a 
38 per cent decrease in the second most-used input. 

The inputs reported by each SME were categorized using the 
Harmonized Commodity Description and Coding System.11 
The most common inputs were articles of wood and food 
materials (8% each); iron and steel and articles of meat 
(6% each); articles of stone or similar materials, vehicles and 
accessories, electrical machinery, television image and sound 
(4% each).
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RISK OF PERMANENT CLOSURE OF SMEs

More than half of SMEs surveyed reported a risk of perma-
nently shutting down. There is high heterogeneity across 
sectors in the self-reported chance of permanent shut 
down. Whereas almost 8 out of 10 firms in the automo-
tive sector reported they were at risk of closing operations, 
about half of the firms highlighted the same concern in 
general trade, and food and agriculture (see Table 7). 

Among the 564 businesses facing the risk of permanently 
shutting down, 33 per cent said it could be within the next 
six or more months, 41 per cent within three or fewer 
months, and 25 percent do not know when the shutdown 
could take place. Three quarters of firms in hospitality 
reported the highest risk of closing in the near future and 
7 out of 10 firms in education and technology reported 
the highest risk of a shutdown in the more distant future.9 
On the other hand, only 4 out of 10 SME owners in food 
and agriculture, carpentry and construction, and manufac-
turing and textile reported a risk of closing in six or more 
months (see Figure 2).

9 The fact that even SMEs in hospitability and medical service are in risk of shutting down shows the magnitude of the COVID-19 crisis. The 
analysis focusses on small and medium firms.

Table 7: Risk of Business Permanently Shutting Down

SECTORS % OF FIRMS

Food and Agriculture 57%

Automotive 78%

Carpentry and Construction 69%

Chemical and Materials 72%

Education and Technology 67%

General Trade 53%

Hospitality 79%

Manufacturing and Textile 53%

Medical Services 29

Services 72%

Other 33%

Total 63%

Figure 2: Estimated Time of Closure of SMEs at Risk of Permanent Shutdown

3 OR LESS MONTHS 6 OR MORE MONTHS UNKNOWN

AGRICULTURE AND FOOD (126) 41% 33% 25%

AUTOMOTIVE (46) 39% 28% 33%

CARPENTRY AND CONSTRUCTION (82) 34% 35% 30%

CHEMICAL, METAL AND PLASTIC (91) 40% 34% 26%

EDUCATION AND TECHNOLOGY (6) 33% 67%

GENERAL TRADE (73) 40% 33% 27%

HOSPITALITY (27) 59% 30% 11%

MANUFACTURING AND TEXTILE (46) 39% 37% 24%

MEDICAL SERVICES (2)

OTHER (2)

0% 100%

50% 50%

SERVICES (63) 44% 29% 27%

100%
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SME STRATEGIES AND PUBLIC POLICY TO COPE 
WITH THE IMPACT OF THE COVID-19 PANDEMIC

10 Kebede et al (2020) reported 20 percent of people employed prior to the lockdown reported that they became permanently laid-off in Iraq.

SME owners used different strategies 

to cope with the COVID-19 crisis. 

The most observed approach was a 

temporary reduction in employees by 

not paying salaries, with 34 per cent 

of SMEs adopting this strategy. 

This reduction of employment has disproportionately 
affected women compared to men. Whereas 38 per cent 
of females stopped receiving salaries temporarily and 
10 per cent were laid off, only 25 per cent of males did 
not receive economic compensation, and four per cent 
permanently lost their jobs.10 Another coping strategy 
was asking employees to stay at home (20%), and only 39 
per cent of those businesses paid full salaries. More men 
than women who were asked to be at home received full 
salaries, with 48 per cent of males compared to 31 per 
cent of females. Other coping strategies to diminish the 
negative impacts of the pandemic included requesting 
leniency in paying financial responsibilities (25%) and 
sourcing from new suppliers (10%). Online services have 
been challenging for the small firms in the sample, and 
only 12 per cent of them implemented online sales or 
started teleworking processes. 

As in previous research, SMEs are unlikely to have 
borrowed formally for their businesses. Almost 38 per 
cent of SMEs have financial commitments with friends 
or family. Among these firms, 68 per cent of them asked 
for money due to COVID-19. On the other hand, only 18 
per cent of the firms have a formal financial commitment, 
which includes bank loans, bills of exchange, deferred 
cheques and open letters of credit. For those with formal 
credit, 23 per cent could obtain financial help after the 
pandemic started.

Table 8: Strategies Adopted to Cope with the COVID-19 Crisis

STRATEGY AVERAGE

Temporarily reduced employment, 
including not paying salaries 34%

Request for leniency in paying 
financial responsibilities 25%

Employees at home with reduced salary 15%

Sourced from new suppliers 10%

Increased marketing efforts 9%

Laid off employees permanently 9%

Online sales 9%

Employees at home with full salary 9%

Applied for government subsidies 6%

Teleworking 5%

Created new product in hopes of 
boosting sales during pandemic 4%

Filed for bankruptcy 3%

Rescheduled of bank loans 2%

Applied for a new bank loan 2%

Loaned employees to other enterprises 1%

Notes: Multi-select question.
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DESIRED GOVERNMENT SUPPORT 
PROGRAMS FOR SMEs

On average, 7 out of 10 SME owners view 
the reduction of lockdown measures for 
some sectors as the best public policy to 
reduce the impact of COVID-19, followed 
by rent subsidies (57%) and support for the 
self-employed (45%). Other measures include 
financial programs, such as low-interest credit 
lines or credit guarantees (22%), employment 
programs (22%), tax waivers or temporary tax 
breaks (20%), reduction tariffs on imported 
goods (17%) and cash transfers (3%).

11 World Health Organization, Covid-19 Strategy Update Report, 14 April 2020.

12 Field research teams also collected data on lockdown measures in all governorates. Data on border crossing points was part of IOM Iraq’s 
Cross Border Monitoring from its Displacement Tracking Matrix (DTM). Basra, Dohuk, Erbil, Ninewa, Sulaymaniyah, Thi-Qar experienced more 
full lockdowns compared to partial ones. More than half of the border points were closed in Babylon, Baghdad, Diyala, Erbil, Kerbala, Kirkuk, 
Missan, Najaf, Ninew, Salah al-Din, and Thi-Qar from mid-March and early July.

13 The least affected governorates have more partial than full lockdowns and less than half cross points were closed. On the other hand, the most 
affected governorates have more full than partial lockdowns and more than half of the border points were closed.

14 Results are based in a difference in differences model. The analyzed coefficient is the interaction between a dummy variable equal to one for governorates 
with more than half of the cross points closed and a dummy variable equal to one for governorates with more frequent full than partial lockdowns.

Table 9: Most-Desired Government Support Among 
SMEs to Help Cope with the COVID-19 Crisis

PROGRAM AVERAGE

Reduce lockdown measures for some sectors 68%

Rent subsidies 57%

Support to self-employed 45%

Financial programs 22%

Employment programs 22%

Tax waivers or temporary tax breaks 20%

Reduction of tariffs on imported goods 17%

Cash transfers 4%

Notes: Multi-select question.

IMPACT OF COVID-19 BY GOVERNORATE

Anbar saw the highest reduction in employment between 
February and June (61%), followed by Diyala (51%) and Najaf 
(46%). Baghdad and Erbil suffered the least, with only 12 per 
cent and 2 per cent reductions in employment, respectively. 
Only Baghdad and Babylon had revenue losses of less than 
50 per cent (40% and 32% respectively). Similarly, all governo-
rates faced a decline in production of more than 50 per cent. 
Anbar faced the highest reduction in both revenue (79%) and 
production (83%), followed by Salah al-Din and Erbil, both with 
71 per cent reductions in revenue. Diyala and Missan faced 
the highest reduction in production (73% each, see Table 10).

LOCKDOWNS AND CLOSURE OF  
BORDER CROSSING POINTS

Around the world, the most-used strategies to mitigate the 
spread of the COVID-19 virus are national lockdowns and 
border closures, and Iraq is no exception.11 Although all 

Iraqis have faced some form of quarantine measures and 
border closures, the degree of these measures varies across 
governorates and in neighboring countries. Almost half of 
Iraq’s governorates were more often under full rather than 
partial lockdown measures between mid-March and early 
July, and 3 out of 10 governorates suffered full closure for 
half of the cross points during the same study period.12 The 
governorates most affected by lockdowns and closures of 
border crossing points faced a reduction in employment of 
16 percentage points higher than the governorates least 
affected by the same movement restrictions.13 Reduction in 
monthly revenue is 27 percentage points worse in governo-
rates with full lockdowns and fewer open border crossing 
points than governorates with partial closures. Finally, the 
average production decline was 14 percentage points higher 
in governorates most affected by lockdown measures and 
closures of border crossing points.14
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Table 10: Impact of COVID-19 and Related Restrictions by Governorate

GOVERNORATE

CHANGE IN EMPLOYMENT 
(AVERAGE %)

CHANGE IN  
MONTHLY REVENUE 

(AVERAGE %) CHANGE IN 
PRODUCTION  

IN JUNE 
(AVERAGE %)February (Before Lockdown 

Measures) to June
February (Before Lockdown 

Measures) to June

Anbar -61% -79% -83%

Diyala -51% -70% -73%

Najaf -46% -55% -64%

Missan -36% -70% -73%

Kerbala -33% -58% -68%

Thi-Qar -33% -63% -65%

Basrah -27% -66% -67%

Sulaymaniyah -25% -70% -71%

Dohuk -23% -55% -58%

Salah al-Din -21% -71% -65%

Babylon -17% -32% -55%

Kirkuk -16% -66% -67%

Ninewa -16% -57% -57%

Baghdad -12% -40% -51%

Erbil -2% -71% -69%

*  Percentage change is calculated by averaging the percentage changes of each SME, which may differ from the percentage change between 
the two aver ages shown.
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Table 11: Impact of Lockdowns and Closure of Border Crossing Points

DEPENDENT 
VARIABLE

CHANGE IN 
EMPLOYMENT 
(AVERAGE %)

CHANGE IN 
MONTHLY REVENUE 

(AVERAGE %)
CHANGE IN 

PRODUCTION 
IN JUNE 

(AVERAGE %)a

February (Before Lockdown 
Measures) to June

February (Before Lockdown 
Measures) to June

(1) (2) (3)

Interactionb -0.16** 

(0.07)
-0.27*** 

(0.08)
0.14** 

(0.05)

Constant -0.95*** 

(0.13)
-0.56*** 

(0.16)
0.80*** 

(0.08)

Observations 889 884 766

R-squared 0.04 0.14 0.13

Notes:  ***p<0.01, **p<0.05, *p<0.1. Robust standard errors in parentheses. Cluster errors at governorate model. To isolate the effect of border 
crossing point closures and lockdowns, we controlled for: Female manager; manager age (less than 35 years old); business unregistered 
with national authority; local, regional, and national trade; employment and revenue before the pandemic; governorate fixed effects.

a  The dependent variable is the percentage by which production was negatively affected. Therefore the coefficient is positive, but the results are 
interpreted as negative (the extent to which production declined).

b  Variable 1 is equal to one when governorates have more partial than full lockdowns. Variable 2 is equal to one when governorates have fewer 
than one-third of the border crossing points closed.

CONCLUSION

Negative effects from the COVID-19 crisis were reported 
among the sample of 893 SMEs, including on average a 
reduction of production by 67 per cent, revenues by 65 per 
cent and employment by 27 per cent. Women’s labor condi-
tions were severely impacted by the pandemic. 

Findings show an increase in the employment gender 
gap in favor of men and a higher dismissal rate of women 
compared to that of men. Furthermore, COVID-19 signif-
icantly affected the production line of SME owners. The 
surveyed businesses suffered a decline in the ability to 
purchase inputs domestically and sell outputs to local 
consumers. As a result, almost three out of five SMEs 
reported a risk of permanently shutting down. 

The main strategies to cope with the pandemic’s effects 
were to temporarily reduce employment by not paying 
salaries (34%) and request leniency in paying financial 
responsibilities (25%). SME owners reported that lock-
down exemptions for some sectors (68%), rent subsidies 

(57%) and support for the self-employed (45%) would be 
critical public policies that allowed them to survive the 
ongoing restrictions. 

Anbar suffered the highest reduction in employment, 
revenue and production. Despite the fact that Erbil had the 
lowest reduction in employment, it faced the second highest 
reduction in revenue and the fifth highest loss in production. 
Diyala suffered the second highest reduction in production. 
The results from a difference in differences model present 
that governorates with more movement restrictions and 
closure of border crossing points had more economic losses 
overall than less affected governorates.
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RECOMMENDATIONS

The economic impact of COVID-19 and the related movement restrictions 

on SMEs significantly shaped employment, production and revenues, as well 

as a reduction in the ability to buy and sell needed inputs. 

The following recommendations address SMEs’ main concerns found in the report:

1 Expand and facilitate access to finance for SMEs. 
Introduce temporary wage subsidies or tax suspen-

sions that would allow SMEs to retain workers or employ 
additional staff, targeting these measures at sectors that 
have high labor demand (i.e., construction and materials or 
manufacturing and textiles). The retention of female 
employees to the same degree as male employees is of 
particular importance. Employers should be encouraged to 
offer these jobs to women.

2 Spur the digitalization of business operations 
among SMEs. Incentivize the adoption of technol-

ogies and digital solutions while also building the digital 
literacy and capacity of SME owners and workers, thus 
allowing SMEs to adapt to the COVID-19 conditions. 
Potential public policies and private sector engagement 
aimed at encouraging the use of technology could include 
reducing internet costs and creating educational 
campaigns to teach SME owners how to take advantage 
of online work and adopt best practices. Some market 
transformations could include home delivery, online shop-
ping platforms for furniture businesses, virtual tour 
options for construction supervisors, and equipping SMEs 
to teach their customers how to partake in and navigate 
the new digital marketplace.

3 Equip SMEs in maximizing workplace safety. 
Create a safe environment for workers by either 

promoting remote work or introducing best practices in the 
workplace to minimize the spread of COVID-19. Additionally, 
physical and mental health should be considered when 
asking employees to work from home. Introduce campaigns 
to equip SMEs to make informed decisions about at-home 
or remote work that will maximize the health of the 
employees. As SMEs transition to either complete or partial 
remote work, there should also be a public awareness 

campaigns on self-care, nutrition and mental health to 
ensure that the population remains physically and mentally 
healthy, even if they work from home. When the decision 
is made that remote working is not feasible, inform SMEs 
on proper procedures for in-person work, such as the 
provision of personal protective equipment and physically 
distanced workspaces.

4 Mitigate the economic impact of lockdowns. 
Introduce targeted lockdowns to limit the wide-

spread economic impact that blanket COVID-19-related 
curfews and lockdowns. These focused can also be lever-
aged as a tool for self-reporting and to identify hotspots. 
Targeted lockdowns can limit the widespread economic 
impact of COVID-19 caused by blanket lockdowns and 
curfews; however, these measures should abide by inter-
national standards.

5 Identify and address the needs of the most vulner-
able SMEs. Strengthen systems and early warning 

system to track the impact of COVID-19 on businesses, 
particularly small and medium enterprises. These systems 
will help inform policy makers and allow for the allocation 
of rapid funding and prioritize the most-affected SMEs. To 
build such an analysis, repeated observations of either the 
same group of SME owners or similar respondents, paying 
attention to effects by sector and geographic context, 
should be conducted.
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