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2020: An abnormal year

Evaluation, monitoring and analysis of the impacts derived from
the pandemic on businesses, employment and other economic

z indicators.
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PHASE 1 & 2 RESULTS
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communities with special focus on the
San Diego - Tijuana region.
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Dealing with uncertainty (Data from Phase 1)

Is the company considered “essential”? .
Forecast of income losses

36.4% ( 68%\

Critical impact

28.1%

Percentage of cases

14.7% 15.5%
s ° - 5.3%
Anticipates loss of income I -
Unsure 1a20% 21 a 40% \41 a 60% 61 a 80% 81a 100%j
No 10% Estimated percentage of annual income loss in 2020

S %

83.1% expected their income
would be affected in the short term
(3 months or less).

N=622 (Tijuana)
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Not all affected equally (Data from Phase 1) @ GIDI | interinstitutional Research Group
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The “Baja Californian bounce back”

Baja’'s formal employment figures
have reported the most significant
new employment generation
nationwide after the start of the
pandemic.

A net balance of 27,570 job
positions created between April
and September of 2020.

A closer look tells that those
figures can be pinpointed in a
single direction.
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A large portion of
correspond to entry
level, young women.

Linked to medical
devices and
consumer goods.

SOURCE: Prepared with official data from
Mexican Institute for Social Security



Companies in Tijuana adjusted to current conditions by: #: GIDI | interinstitutional Research Group

« Reorganizing personnel (58%)
* Negotiating with clients or suppliers (33%)

« Seeking new markets (26%)
) . 0
* Reducing local purchases (23%) 69 /o of Su rveyed

Among other actions at a smaller scale... ComPanies from Tijuana
consider the restrictions
...and also consider to have gained some benefits: on border crossings to

o] unfavorable or
highly unfavorable.

« Better capacity for adaptation and decision making (46%)

« Better coordination of personnel (41%)

« Implementation of new technologies (37%)

* An increase in creativity and innovation (35%)

« Improvements in administrative and financial control (34%)
* Reducing operational cost (28%)

* Maintaining only the best staff (26%)

Among other benefits at a smaller scale.
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The survey

« Non-probabilistic survey conducted in October (English and Spanish)

« Sample size = 136, 74.6% in California, 17.5% in Arizona and the rest in
Texas

« About 37% of the business on the sample are located in San Diego

» Most of the businesses in the sample are locally-owned (78%) and 55%
are owned by a Hispanic/Latino/Mexican origin person.

» About half of the sample comprises “essential business”. About two in
ten businesses were unable to say whether the business was essential or
non-essential




Operating revenue /sales in 2019
* Overall, most businesses

in the sample fit the More than $50,000,000
definition of small

. Between $25,000,001 and $50,000,000
businesses.

Between $10,000,001 and $25,000,000

° The Sa m ple is bimodal Between 51,000,001 and 510,000,000
with a quarter of the Between $501,000 and $1,000,000
businesses repo rti ng Between $251,000 and $500.000
between $1-10 million
of annual revenue and
another quarter between
$250-500 thousand. 0% 5% 10% 15% 20% 25% 30%

Percent

Between $100,000 and $250,000

Less than $100,000
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Impact in revenue

Relative to0 2019, how much increase or decrease

in revenue / sales is expected for 2020? « About 8 in 10 businesses

in the sample expect a
drop in revenue in 2020

Increased more than 80%

Increased between 20-40%

« About half of the
businesses  expect a

decrease of less than
40%

Increased less than 20%
Unchanged

Decrease by less than 20%
Decrease between 20-40%

Decrease between 4160%
« About a fourth foresees

revenues reductions
exceeding 40%

Decrease between 61-80%

Decrease more than 80%

0% 5% 10% 15% 20% 25% 30%

Percent
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Affecting factors

Not knowing when the emergency (pandemic) is going to end

60%
55%
50%

Uncertainty plays
an important role
in amplifying the
economic  shock
caused by the
pandemic.

45%
40%
35%
30%

Percent

25%
20%
15%
10%

5%

0%

Highly unfavorable Somewhat unfavorable Neither favorable nor
unfavorable
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Affecting factors

Border closure or delays

50%

Delays and the

partial closure of o
the border
contributes highly
to the uncertainty
faced by at least 1 20%
In 3 businesses In

the sample. 10%

30%

Percent

0%

Highly Somewhat Neither favorable Somewhat
unfavorable unfavorable nor unfavorable favorable
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Dependance on Mexican customers

Approximately how much of the activity of your business depended
on Mexican clients or shoppers before the pandemic?

Percent

Less than 20%

Between 21%
and 40%

Between 41%
and 60%

Between 61%
and 80%

More than 80%

# GIDI

The cross-border
nature of local

markets 1S
reflected in the
dependence of

businesses  from
Mexican shoppers.
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Expected overall impact

In general, how much has the COVID-19 pandemic
impacted your business?

50%
45%
Most  businesses 0%
are being tested 3%
by the pandemic g 3
and a few are §
immune to the 20%
virus 15%
10%
5%
o Largi:1 r;;gtative Moderira;'e) ar:cetgati\.re Little or no effect Moderea;cfee g;::sitive
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Adjustments made by companies

Situations experienced by businesses
due to the COVID-19 pandemic

(None of the above)

(Adoption of New Technologies)

Adaptability and
flexibility are the
tools used by most
owners/managers
to stay profitable
and keep theirs
business afloat

(Reduction of Operational Costs)

20.5%
14.3%

(Higher Efficiency in Workforce Management))

(Improved Relationships with Customers)

(Improvement in Creativity and Innovation)

(Higher Adaptive Capacity and Better Decision Making)

(Improvement in Sales Strategies)
(Improvement in Overall Business Management)
(Improvement of Workplace Environment)
(Improved Productivity)

(Improvement in Business Profitability)

(Other) [2.

0% 5% 10% 15% 20% 25% 30% 35%
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How important are the following measures to alleviate the
economic impact of the COVID-19 outbreak on your business?

High priority assistance needs %
Tax reduction and deferral 67.9
Affordable loans and financial assistance 60.5
Workplace flexibility to adapt to changing conditions 58.0
Clarity in business re-opening requirements 54.4
Loan refinancing and payment deferral 48.8
Simplification of lending procedures and documentation 45.6
Assistance in obtaining approval or permits 40.0
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FINAL REMARKS

* One in two businesses suspended operations temporarily (48%) or remain
closed due to the pandemic (8%). Business struggled primarily with sanitary
restrictions, and then with changes in demand and staffing due to stay-at-
home policies and border closure.

* Most believe the business economic climate will return gradually to normal.
However, 43% of businesses believe it will take six months or more than a
year before the business climate returns to normal.

« Business owners continue to face many challenges in operating
their business in these difficult times. Assistance is needed both
from government and the banking industry.

» Recovery is hampered by the border partial closure and delays.
Smart border management policies are needed to restore cross-
border mobility.
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El Colegio de la Frontera Norte y el
Grupo Interinstitucional de Investigacién (GIDI) invitan al

Foro de andlisis NOVEMBER 17th
8:45 AM - 2:00 PM PST

Analisis de sectores y regiones

Casos de: Baja California | Sonora | Chihuahua | Veracruz 0 N LI N E Fo RU M

Propiciar un espacio para la divulgacién y el
didlogo para analizar tanto incidencias como medidas que han tomado
empleadores y empresas a raiz de la pandemia de COVID-19.

colef.mx

Impacto del COVID-19 en las empresas y retos
para su andlisis

Impactos regionales del COVID-19 en las empresas

Empresarialidad después de COVID-19

MARTES 17/11/20
( 9:00 a 14:00 h PACIFICO

Transmisién por internet en
colef.mx B BlueJeans  » uve /colef § uve /elcolef

i Defpacho
oot . QAXIS 2, SO gV [

DE SONORA UNIVERSITY

O E B © colefmx
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&P 71:004M 40100 M COMX

VISION 2020 ONLINE FORUM

EVOLUCION Y DESAFIOS

DE LA INDUSTRIA MAQUILADORA .
www.tinyurl.com/VISION-2020-DIMBC
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