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SMES AND WORKERS DURING CRISES: EVIDENCE FROM THE
COVID-19 PANDEMIC IN UGANDA

SELIM GULESCI, FRANCESCO LOIACONO, ANDREAS MADESTAM, AND MIRI STRYJAN

Small and medium-sized enterprizes (SMEs) account for a large share of global GDP
and are often hit hardest by major shocks, including the Covid-19 pandemic and its
associated policy responses (OECD, 2023). In May 2020, the International Labour
Organization estimated that 94% of workers worldwide were a!ected by some form
of workplace closures (International Labour Organization, 2020). These restrictions
were especially disruptive for firms and workers in low-income countries, where remote
work was less feasible and public safety nets were weaker (Danquah, Schotte and Sen,
2020; Egger et al., 2021).

We analyze how the Covid-19 pandemic a!ected trends in SMEs’ profits and em-
ployment in Uganda, which imposed some of the world’s strictest lockdown measures
(Hartwig and Lakemann, 2020). Beginning in early 2020, many firms were forced to
close or operate under tight distancing rules and curfews for most of April and May,
with partial restrictions persisting afterward. Schools and nurseries remained shut
from early April 2020 until early 2022, placing extra pressure on owners with young
children—a burden likely to fall more heavily on female entrepreneurs, who typi-
cally shoulder greater childcare responsibilities (Uganda Bureau of Statistics, 2019;
Bjorvatn et al., 2025).

We draw on an extensive panel of Ugandan SMEs tracked for five years before the
outbreak. These firms were originally enrolled in a randomized controlled trial run
with a major lending institution (Gulesci et al., 2024) and span retail, manufacturing,
and services. We augment this pre-pandemic dataset with phone interviews carried
out in August 2020—five months into the pandemic—to document changes in key
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firm outcomes such as profits and workforce size, while capturing owners’ reports
on Covid-19–related challenges.1 Notably, 27% of these SMEs were run solely by the
owner before the pandemic, whereas the remaining 73% employed at least one worker,
allowing us to investigate whether—and how—the crisis reshaped SMEs’ job-creation
capacity, with particular attention to gender di!erences.

Our results show that profits fell substantially for all firms, with female-owned
businesses experiencing more pronounced declines, while male-owned SMEs paradox-
ically expanded their workforce—suggesting that hiring in such crises may arise partly
from social obligations. We also find that female entrepreneurs bore heavier caregiv-
ing loads and relied more on extended family support, reflecting distinct social and
familial pressures across genders.

With these findings, we add to the growing literature on how the Covid-19 crisis
disrupted small enterprises in developing countries. Malik et al. (2020) show that
Pakistani SME owners worried about both supply-side disturbances and losing clients,
while in Uganda, Mahmud and Riley (2021) report a steep drop in non-farm income
due to declines in household enterprise profits and labor income, and Hartwig and
Lakemann (2020) find that informal businesses in Kampala initially saw a sharp fall in
profits but gradually recovered. Compared to these studies, we focus on larger SMEs
with some pre-pandemic employment, thus capturing not just firm-level impacts but
also e!ects on workers, complementing recent evidence on the pandemic’s impact on
labor (e.g., Schotte et al., 2023; Alfonsi, Namubiru and Spaziani, 2024). Finally, by
examining di!erences by the owner’s gender, we contribute to research on gendered
e!ects of Covid-19 in Sub-Saharan Africa (e.g., Biscaye, Egger and Pape, 2022; Clerici
and Tripodi, 2024).

1. Data Collection

The firms in our sample had all previously taken out an SME loan from BRAC, one
of the main financial institutions in Uganda. As part of a randomized controlled trial
implemented between 2014 and January 2020 (Gulesci et al., 2024), firms borrowing
from 76 of BRAC’s local o”ces—located in 12 districts across Western, Central, and
Eastern Uganda—were sampled and surveyed 14 times. The final pre-Covid-19 survey
wave (wave 14) took place from November 2019 to January 2020, concluding about
two months before Uganda’s nationwide lockdown began.

1https://poverty-action.org/covid-19-economic-impact-survey.
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Between August 4 and 27, 2020, we conducted a Covid-19 phone survey (wave 15)
using the owners’ contact details collected in wave 14. We successfully interviewed
1,721 firms, representing a 73% response rate. Of these, 41% are female-owned and
59% are male-owned, while 73% had employees at baseline. In terms of sectors, 384
firms (22%) operate in manufacturing, 1210 (70%) in retail, and 127 (7%) in services.2

Below, we use these data to document changes in SMEs’ profits and employment,
focusing on gender di!erences.

2. Trends in Profits and Labor

We begin our analysis with profits and labor outcomes, two key dimensions of
SMEs’ performance. Figure 1 shows trends in monthly profits by gender of the busi-
ness owner across all 15 survey waves. Profits in August 2020 (wave 15) fell sharply
compared to November 2019–January 2020 (wave 14), dropping by 48% on average.
Male-owned firms experienced a 45% decline, while female-owned firms saw a 55%
decrease. Although female-owned firms appear more severely a!ected, we cannot rule
out that part of this gap reflects seasonal variation rather than the pandemic per se.3

Next, we turn to employment levels in Figure 2, which plots the time trend for
the number of workers (excluding the owner) by survey wave, again separating firms
by the entrepreneur’s gender. We focus on waves 12–15 because the earlier surveys
(waves 0–11) measured employment di!erently.4 Between wave 14 (November 2019–
January 2020) and wave 15 (August 2020), male-owned firms reported a significant
increase in the number of workers (corresponding to 58%), whereas female-owned
firms did not.5 In addition, a substantial share of business owners (about 40 percent
of males and 38 percent of females) reported having cut or delayed salaries for existing
employees, indicating widespread financial strain.

The rise in employment among male-owned SMEs, despite the sharp drop in their
profits, suggests that hiring during the pandemic was non-productive. One possible
explanation is informal insurance—male SME-owners may have employed more work-
ers to support a growing pool of unemployed individuals in their local labor market
2Manufacturing subsectors include garment-making, metalwork, woodworking, and food processing;
retail ranges from grocery stores to hardware shops; and service activities include clinics, mechanics
and restaurants.
3Waves 0–12 were collected on a rolling basis, so interview months varied by firm. Waves 13–15, by
contrast, were collected within a narrower window for the entire sample.
4In waves 0–11, we recorded employee data via a detailed roster; in waves 12–15, we asked the owner
the direct question, “How many employees does this business currently have?”
5We conducted robustness checks to rule out attrition bias as a primary driver of these findings.
Further details are available upon request.
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Figure 1. Trends in profits by gender of business owner
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Notes: The figure tracks the trends in monthly business profits, by owner gender, across 15 interview
waves. Wave 15 is the Covid-19 survey carried out in August 2020, while waves 0–12 were carried
out on a rolling schedule in the first 12 months after the firm’s loan, and waves 13–15 represent
follow-ups after 2, 4, and 4.5 years on average. Profits are shown in PPP USD, adjusted to reflect
2014 prices (the first year of our experiment).

and social networks. This is in line with recent experimental evidence that employ-
ment can play a redistributive role (Macchi and Stalder, 2023; Swanson, 2023) and
that male SME-owners may face stronger kinship taxes (Squires, 2024).6

3. Challenges Faced by Business Owners

To better understand how Covid-19 a!ected Ugandan SMEs, we also inquired about
specific challenges encountered during the past months. We first asked whether busi-
ness owners had to adjust their operations during the pandemic. About 47% reported
modifying their business model to reduce direct physical proximity with customers,
with no notable di!erence by gender. The most common challenge overall—cited by

6Macchi and Stalder (2023) show that, among Ugandan SMEs, hiring can function as a form of
redistribution within social networks, rather than reflecting strictly profit-maximizing behavior.
Swanson (2023) shows that in Zambia, employers face social pressures to hire relatives, even though
they may be less productive that non-relatives. Squires (2024) shows, among a sample of Kenyan
micro-entrepreneurs, males face greater pressure to share their earnings with their friends and family.
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Figure 2. Changes in employment by gender of business owner
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Notes: This figure shows the average number of employees (apart from the owner) at each firm from
waves 12–15, based on the direct question “How many employees does this business currently have?”.

88% of owners—was “di”culties in accessing customers,” reflecting a sharp drop in
demand due to the pandemic and the lockdown restrictions. Two other major con-
cerns, reported by over 70 and 60% of respondents respectively, were a “reduction in
availability and/or an increase in price of their inputs” and “di”culties in accessing
suppliers”.

Alongside these business-level constraints, many owners also faced heightened care-
giving demands. To investigate this issue, we asked whether they had had to increase
the time spent caring for household members. In response to the question, “In the past
two months, have you had to increase the time you spend caring for other members
of your household due to coronavirus?,” 75% of female business owners and 68% of
male owners said yes. This likely stems from prolonged school closures and additional
caregiving needs, such as supporting sick or elderly family members. Consequently,
greater responsibilities at home may have placed female-owned businesses under more
strain than their male-owned counterparts.
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4. Coping Strategies

During the Covid-19 survey, we asked a series of questions to understand the coping
strategies SME owners adopted to manage the crisis. Figure 3 reports whether owners
had taken certain actions in the last 60 days. It shows that 81% of respondents
had to spend their savings, making this the most common coping strategy for both
male and female entrepreneurs. About a quarter in each group borrowed money
(25% of women, 26% of men) or searched for alternative income sources (23% of
women, 25% of men). Other strategies di!ered by the owner’s gender: 32% of female
entrepreneurs relied on extended family members, compared to 22% of male owners.
One plausible reason for female entrepreneurs’ heavier reliance on family could be the
higher caregiving demands they faced, leading them to enlist relatives for childcare
or other support. A growing literature on “kinship taxation” in Africa highlights that
help from extended family members often requires reciprocation, e!ectively acting
as a “tax” on investment decisions (Jakiela and Ozier, 2015; Carranza et al., 2022;
Squires, 2024). Thus, female owners who rely more heavily on kin support may be
especially vulnerable to such obligations, with potential long-term consequences for
their business growth.

5. Conclusions

Drawing on a panel dataset that combines pre-Covid-19 information with survey
data collected during the pandemic, we examined how the trends in profits and em-
ployment of Uganda’s SMEs were a!ected by the crisis, with particular emphasis on
gender di!erences. Our analysis yields three main findings. First, while all firms
experienced a sharp decline in profits, female-owned businesses saw especially steep
drops. Second, we observe a marked increase in employment among male-owned
enterprises, even as profits fell—suggesting that hiring was motivated more by re-
distribution than by production. Third, female owners reported spending more time
on household care and relying more heavily on extended family support, underscor-
ing how heightened caregiving responsibilities and kinship “taxation” could hinder
business growth. Overall, our findings show that economic crises—including Covid-
19—significantly a!ect both businesses and their workers. Policies that support firms
during such shocks are likely to benefit both owners and employees, although their
e!ects may di!er by owner gender.



SMES AND WORKERS DURING CRISES 7

Figure 3. Pandemic coping strategies by gender of business owner
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Notes: The figure shows the frequency of di!erent coping strategies used by female and male business
owners to deal with the pandemic.

References

Alfonsi, Livia, Mary Namubiru, and Sara Spaziani. 2024. “Gender gaps: back
and here to stay? Evidence from skilled Ugandan workers during COVID-19.”
Review of Economics of the Household, 22(3): 999–1046. (document)

Biscaye, Pierre E, Dennis Timo Egger, and Utz Johann Pape. 2022. Balanc-
ing Work and Childcare: Evidence from COVID-19 School Closures and Reopenings
in Kenya. World Bank. (document)

Bjorvatn, Kjetil, Denise Ferris, Selim Gulesci, Arne Nasgowitz, Vincent
Somville, and Lore Vandewalle. 2025. “Childcare, Labor Supply, and Business
Development: Experimental Evidence from Uganda.” American Economic Journal:
Applied Economics, forthcoming. (document)

Carranza, Eliana, Aletheia Donald, Florian Grosset, and Supreet Kaur.
2022. “The Social Tax: Redistributive Pressure and Labor Supply.” Unpublished
working paper. 4



SMES AND WORKERS DURING CRISES 8

Clerici, Cristina, and Stefano Tripodi. 2024. “Male Unemployment and Intimate
Partner Violence: Evidence from Uganda.” Unpublished working paper. (document)

Danquah, Michael, Simone Schotte, and Kunal Sen. 2020. “Covid-19 and
employment: Insights from the sub-saharan african experience.” The Indian Journal
of Labour Economics, 63: 23–30. (document)

Egger, Dennis, Edward Miguel, Shana S Warren, Ashish Shenoy, Elliott
Collins, Dean Karlan, Doug Parkerson, A Mushfiq Mobarak, Günther
Fink, Christopher Udry, et al. 2021. “Falling living standards during the
COVID-19 crisis: Quantitative evidence from nine developing countries.” Science
advances, 7(6): eabe0997. (document)

Gulesci, Selim, Francesco Loiacono, Andreas Madestam, and Miri Stry-
jan. 2024. “Credit Contracts, Business Development and Gender: Evidence from
Uganda.” Unpublished working paper. (document), 1

Hartwig, Renate, and Tabea Lakemann. 2020. “When the Going Gets Tough.
E!ects of the COVID-19 Pandemic on Informal Entrepreneurs in Uganda.” German
Institute for Global and Area Studies. (document)

International Labour Organization. 2020. “ILO Monitor: COVID-19 and the
world of work. Fourth edition.” (document)

Jakiela, Pamela, and Owen Ozier. 2015. “Does Africa Need a Rotten Kin The-
orem? Experimental Evidence from Village Economies.” The Review of Economic
Studies, 83(1): 231–268. 4

Macchi, Elisa, and Jeremia Stalder. 2023. “Work Over Just Cash: Informal
Redistribution among Employers and Workers in Kampala, Uganda.” Unpublished
working paper. 2, 6

Mahmud, Mahreen, and Emma Riley. 2021. “Household response to an extreme
shock: Evidence on the immediate impact of the Covid-19 lockdown on economic
outcomes and well-being in rural Uganda.” World Development, 140: 105318. (doc-
ument)

Malik, Kashif, Muhammad Meki, Jonathan Morduch, Timothy Ogden,
Simon Quinn, and Farah Said. 2020. “COVID-19 and the Future of Microfi-
nance: Evidence and Insights from Pakistan.” Oxford Review of Economic Policy,
36(Supplement 1): S138–S168. (document)

OECD. 2023. “Future-Proofing SME and Entrepreneurship Policies.” OECD SME
& Entrepreneurship Ministerial Meeting Key Issues Paper. (document)

Schotte, Simone, Michael Danquah, Robert Darko Osei, and Kunal Sen.



SMES AND WORKERS DURING CRISES 9

2023. “The labour market impact of COVID-19 lockdowns: Evidence from Ghana.”
Journal of African Economies, 32(Supplement 2): ii10–ii33. (document)

Squires, Munir. 2024. “Kinship Taxation as an Impediment to Growth: Ex-
perimental Evidence from Kenyan Microenterprises.” The Economic Journal,
134(662): 2558–2579. 2, 6, 4

Swanson, Nicholas. 2023. “All in the Family: Kinship Pressure and Firm-Worker
Matching.” Unpublished working paper. 2, 6

Uganda Bureau of Statistics. 2019. “Uganda Time Use Survey Report 2017–2018.”
Uganda Bureau of Statistics Report. (document)


