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Abstract In this paper, we examine how firms are affected by

recessions through three transmission channels (domestic demand,
financial market conditions, and international trade). Accordingly, five
different indices of performance (production, sales, profit, investment,
and value added) are defined, for which the effects of the aforementioned
channels are measured. Using panel data of “Annual Survey of Iranian
Manufacturing Enterprises” at the plant level for the period (2003- 2012),
the indices are measured for the level of industrial activities and the level of
firm as well. Our results show that international trade and financial market
conditions have the most significant role in explaining firms’ performance
in the 2008- 2009 recession. Firms with high dependency on external
finance or those that export larger shares of their products had relatively
lower performance; however, those firms that import larger shares of
their materials performed better compared to others. In contrast, in the
20122013- recession, the recession propagated mostly through domestic
demand. Moreover, exporting firms demonstrate better performance, and
the effect of importing intermediate goods is statistically insignificant.

Keywords: Economic Cycles, Credit Cycles, Transmission Channels,
Working Capital, Trade Dependence, Price Elasticity of
Demand, Plant-level Data.
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