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Abstract. The year 2020 required many changes in all areas of life as a result of the Covid-pandemic. 
Both privately and professionally, we had to deal with new challenges. The economy in Germany and 
especially the in-store retail sector was affected severely by the lock-downs. Small retail businesses are 
especially threatened because of their low financial reserves and many insolvencies are imminent. This is 
very dramatic because, on the one hand, many livelihoods are directly linked to these small retailers. On 
the other hand about 94% of the sectors are currently so called micro or small enterprises with less than 10 
or 50 employees and an annual turnover under 2 or 10 million euros. These “local shops” are a 
characteristic of city centers and important for the economic stability and diversity of the country. To 
support these businesses, the state has introduced various direct financial aids and indirect ones such as 
short-time work or guarantees. Regardless of the difficulties associated with applying for and receiving 
aid, it is also the responsibility of retailers to use change management skills to develop their own solutions. 
Covid has now dramatically shown where unused potential exists, e.g. through the implementation of 
multi-channel or hybrid business models. As dramatic as the situation is, it should also be used as an 
opportunity to increase innovative skills and to take a purposeful approach to the transformative process. 

1 The corporate landscape in Germany 

The corporate structure in Germany shows a clear 
picture, as a total of 99.4% of companies are so called 
“KMUs” (Kleine und mittlere Unternehmen / small and 
medium-sized enterprises). Of these, micro-enterprises 
take up the largest share with 81.8%. The companies are 
differentiated on the basis of the number of employees 
and turnover. [1-3] 

Table 1. KMU - Enterprise size categories in Germany 

 
Number of 
employees 

Turnover 

Micro-
enterprises 

< 10 
Annual turnover or 

annual balance sheet 
total ≤ € 2 million 

Small 
enterprises 

< 50 
Annual turnover or 

annual balance sheet 
total ≤ € 10 million 

Medium 
enterprises 

< 250 
Annual turnover ≤ € 50 

million o. annual balance 
sheet total ≤ € 43 million 

The crisis induced by Corona affects the majority of 
the German economy, but micro-enterprises are 
particularly affected, especially in the retail sector. These 
represent the largest number of enterprises with about 
79.6%. Despite the large number, micro-enterprises were 
already losing more and more market share before 

Corona, so that turnover fell to only about 15% of total 
turnover in the sector.  Corona has now accelerated this 
process and threatens the existence of many retailers. 
These little "shops", which invite people to spend time 
strolling and browsing in the city centre, are particularly 
affected by the economic consequences of the crisis. 
Often there are no large financial reserves and the 
distribution channel is primarily focused on local, direct 
sales. As a result of the initially optional and later 
mandatory closures of shops as part of the lockdowns in 
the spring and winter of 2020, resulted in a high loss of 
demand, with the exception being supplies of daily 
goods. In the stationary retail sector, the decrease in 
sales since the second lockdown in December has been 
persistent at around 80%, so that 52% of businesses 
reported that the impact would be so severe that, without 
further assistance, they might have to quit their business 
in 2021. [4-7] 

2 State aid measures for the retailer in 
Germany 

With the intention of supporting businesses quickly in 
the crisis, the federal government has expanded and 
simplified existing measures and adopted additional 
programmes. One of the most popular instruments is 
financing by loans. Special support is available, for 
example, from the Kreditanstalt für Wiederaufbau 
(KFW) in the form of fast-track loans with federal 
guarantee. Approximately 40,000 fast-track loans have 
been applied for so far. [8] 
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Another measure that has been established in 
Germany for years is short-time work (Kurzarbeit). This 
measure is primarily intended to save employment when 
a low order situation results in low capacity utilisation 
and thus also in financial loss. Due to the effects of the 
Corona pandemic, special regulations were enacted for 
the receiving of short-time work payments. The current 
requirements are that at least 10% of the employees have 
a loss of work hours and related wages of more than 
10% as well as that the overtime has been reduced. If 
these conditions are achieved, a company can apply for 
short-time work. The reference period has been extended 
to a maximum of 24 months. If the application is 
approved, the company pays the employees the wages 
earned plus the short-time allowance for the lost wages. 
Upon application, the short-time allowance will be 
refunded to the company for the previous month with 
retroactive effect. The short-time allowance amounts to 
60% of the net final salary for the first three months or 
67% for employees with children. The benefits increase 
in two stages to a maximum of 80% or 87% after seven 
months. In addition, social security contributions, minus 
unemployment insurance, are also reimbursed, thus 
additionally reducing the burden on the company. [9,10] 

In 2020, 1,082,500 companies applied for short-time 
work across all sectors, which affected a total of 
14,403,789 people. 57.7% of the companies made their 
application in April, i.e. in the period of the first 
lockdown. To be able to classify the dimensions, in 2019 
there were only 16,420 applications for short-time work. 
Especially in small companies, as well as in the retail 
sector, this support was used a lot. Thus, 11% (116,637) 
of all applications came from the retail sector. The 
number of all employees subject to social insurance 
contributions in the retail sector who were on short-time 
work averaged approx. 6.7% in the period from May to 
December 2020. Around 74% of these work in micro-
enterprises and around 94% in micro or small enterprises 
with fewer than 50 employees. [11-13] 

In addition, there is special support that was 
introduced due to the pandemic. So called interim aid 
(Überbrückungshilfen), grants and emergency aid can be 
applied for or tax payments can be deferred interest-free 
for a limited period. In total, the federal government has 
made more than 350 billion euros available for all 
Corona relief measures and has pledged guarantees 
amounting to approximately 820 billion euros. [14] 

The various aid offers are partly aimed at different 
target groups and have different eligibility criteria. 
Companies can apply for several subsidies, but if the 
subsidy periods overlap, they are offset against each 
other. At the beginning of the first lockdown, the first 
interim aid was introduced, which provides funding for 
June, July and August. The basis of eligibility for this is 
that the turnover in April and May 2020 must have fallen 
by at least 60% on average compared to the same months 
of the previous year. This assistance should be 
particularly targeted at small and medium-sized 
enterprises, which is why an exclusion limit of 750 
million euros in annual turnover was introduced. The 
subsidy amount is 40%, 50% or 80% of the eligible fixed 
costs, but a maximum of €50,000 per month, and is 

calculated depending on the drop in turnover. In 
addition, there is a maximum amount of €5,000 for 
micro-enterprises. [15,16] 

Subsequently, the second interim aid for the so called 
“funding months” September to December 2020 was 
decided with modified conditions. The prerequisite for 
receiving the aid is a decline in turnover of at least 50% 
in two consecutive months as well as an average decline 
of at least 30% in the period from April to August 2020 
compared to the corresponding months of the previous 
year. All enterprises, regardless of sector and size, that 
meet the eligibility criteria can apply. The subsidy 
amount has been increased to 40%, 60% or 90% of the 
eligible fixed costs, but still amounts to a maximum of 
€50,000 per month and is calculated depending on the 
drop in turnover. [15,16] 

In addition to the second lockdown, November and 
December allowances were decided. The eligibility 
criteria for these are that the company is affected by the 
closure ordinance. Companies in the retail sector that 
only had to close in mid-December are therefore not 
eligible. [15,16] 

The third interim aid covers the funding months 
November 2020 to June 2021. The requirements were 
significantly lowered here. A company must show a drop 
in turnover of at least 30% in one month compared to the 
same month of the previous year. Once again, all 
relevant companies can apply for assistance, but they 
must not have exceeded an annual turnover of 750 
million euros in 2020. The subsidy rates remain at 40%, 
60% or 90% of eligible fixed costs, but the maximum 
amount has been increased from €50,000 per month to 
€1,500,000 per month compared to the previous bridging 
aid. [15,16] 

With regard to interim aid, a special rule was adopted 
which allows retailers to declare depreciation on 
seasonal goods at 100% as fixed costs, provided they 
were affected by the closure order and made a deficit in 
2020. Previously, only depreciation on fixed assets could 
be declared at 50%. [17] 

Furthermore, there are grants in the form of 
emergency aid from the federal government for small 
businesses, which are based on the number of employees 
and the operating costs for three months, among other 
factors. Companies with up to five employees receive up 
to €9,000 and up to €15,000 for up to ten employees. 
These subsidies also do not have to be repaid by the 
companies. A total of €50 billion has been made 
available for this measure. [17,18] 

As promising as the measures sounded at first, 
considerable difficulties have now become apparent in 
retrospect, especially in the disbursement of aid. By the 
end of 2020, only 8% of the funds available for the first 
and second interim aid had been approved and disbursed, 
amounting to only 623.4 million euros. One reason for 
this is the application requirements, which are perceived 
as very complicated. For example, companies must have 
the applications submitted by a tax advisor, accountant, 
auditor or lawyer. In addition, their capacities are also 
limited and already at full capacity. Another aspect that 
slows down the process is that economic aid has to be 
approved by the EU Commission. [16,19] 
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For the retail sector, there is also the problem that, 
despite closures, the companies are not entitled to the 
November and December aid and that an application for 
bridging aid III is only possible since 10 February 2021, 
which can lead to major liquidity problems. In order to 
counteract the late payments and to reduce the time until 
payment via the federal states, advance payments are 
now to be made by the federal government. [20,21] 

Overall, the affected companies are rather dissatisfied 
with the measures. For example, 81% of the stationary 
retail businesses stated that the relief measures were not 
sufficient to secure their existence. However, in addition 
to the financial measures, there is also dissatisfaction 
with the approach and communication to the ongoing 
lockdown. Although the Robert Koch Institute classifies 
the risk of infection for retailers as low (if hygiene 
regulations such as shopping with a mask and a 
maximum of one person per 10m² are observed), there is 
still no opening concept. Retail representatives are 
therefore requesting such a concept, e.g. with realistic 
gradual openings. It is important that the concept applies 
uniformly, regardless of the size of the company and the 
federal state, in order to avoid distortions of competition 
and uncertainties. [5,22,23] 

3 The entrepreneurial spirit of retailers 
is in demand  

Despite the measures decided by the federal government, 
there is considerable uncertainty among many retailers: 
are they really entitled to financial aid, how long will it 
take for the money to be paid out and will the amount 
even be enough? Therefore, many retailers were forced 
to develop their own solutions for the lockdown 
immediately.   

Small retailers in particular face different difficulties 
from large retail chains due to their shop closures. Until 
the pandemic, many small shops had no or only a 
rudimentary online shop or delivery service and tended 
to rely on the stationary distribution channel, as they had 
for years. But of course, this was no longer possible 
overnight due to the lockdown. The entrepreneurial spirit 
of the retailers is required to find quick and useful 
solutions for this new situation.  

A few practical examples are given below:   
Retailer Korbmayer is located in the city center of 

Stuttgart and stocks exclusive women's and maternity 
fashion as well as a wide range of baby and children's 
clothing, prams, children's furniture and toys and gifts 
from selected brands. In the last 12 months, the company 
has been presented several times by the German press as 
a good example of how to adapt to the new challenge - 
lockdown. Before the pandemic, Korbmayer achieved 
about 98% of its turnover through stationary sales and 
had only a small online shop. But the young managing 
director Florian Henneka did not want to simply accept 
the perspective of short-time work for his employees 
with the onset of the lockdown and was also worried 
about losing customers permanently to online suppliers. 
He reacted quickly by setting up his online shop. The 
employees actively participated and quickly found their 

way into the new tasks: Photographing, online posting, 
logistics, online customer service. Already in March 
2020, 1/5 of the usual turnover was achieved through the 
online shop and in April, about 200 orders per day were 
already being received and shipped.  Henneka is 
convinced that "without the development of an online 
shop, he is not sure if the business would have made it 
into the 6th generation" [8]. Now the online shop is 
indispensable for the staff and customers. Other sales 
options, such as video calling, were also quickly added: 
Online consultations are arranged and customers are 
invited to a virtual tour of the shop, during which 
products are demonstrated. The products they like can 
then be picked up or delivered to their home to try them 
out. Online shopping events via Zoom/Webex/Microsoft 
teams are also planned and offer a convenient way for 
customers to see the products without having to leave 
home. 

For companies without their own online store and no 
ability to set one up on short notice, there are alternatives 
such as the website Yourlocal, which enables small 
companies in Magdeburg to present themselves and their 
products online. On the website, which was set up in the 
first lockdown, there are various categories ranging from 
food, clothing and household goods to restaurants as 
well as sports and cultural offers, which provide a varied 
selection. Customers can then request the products and, 
depending on the shop, pick them up (Click & Collect) 
or have them delivered. Thus, businesses are relieved of 
having to deal with the technical challenges. In addition, 
there is the advantage that Yourlocal is free of charge 
and, as a project, has set itself the goal of supporting 
local retailers in the pandemic by providing a platform. 
[24] 

4 Seeing the crisis as an opportunity - 
retailers should develop and be 
confident in themselves....   

The lockdown has changed buying behaviour, perhaps in 
the long term, and retailers need to adapt to these 
changes.  Retailers, especially small retailers, need to 
adapt to this customer behaviour and act instead of react 
if they want to survive in the market permanently. They 
must increasingly draw the customer's attention to their 
strengths and "bind" them to them. Creative, new sales 
channels (e.g. through online shops, online shopping, 
social media) must be developed further and a new, 
different "shopping experience" created. Small 
shops/stores often live from their flair, they have 
personality and are run by personalities - personal 
contacts and advice, a familiar and secure feeling is often 
what makes these retailers strong. This must be 
communicated effectively in the sales channels.  In 
personal conversations with retailers in recent months, 
however, we have often also heard scepticism, especially 
among older business owners, about the implementation 
of the digitalisation strategy in sales and distribution. 
Many retailers attribute this scepticism to a lack of 
resources, especially now after the long lockdown. Here, 
retailers should rely on trusted networks and also new 
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stakeholders and partners. Retailers are not alone in this 
situation and the environment (retail eco-system) 
appreciates the added value that retailers bring to the 
cities - our city centres, in small, medium and large cities 
- get a liveable atmosphere through the "small shops". It 
can also be "friends & family" who support the 
transformation - perhaps the children or grandchildren, 
the generation of "digital natives". For example, an older 
owner who has been running her business for over 50 
years told me that her granddaughter, who is active on 
Instagram, helped her to digitally set up her traditional 
business to get over the lockdown. She was surprised 
and thrilled with the positive outcome. Already after the 
first day on "Insta", she was greeted in the morning the 
following day by a long line of young people in front of 
her shop, all wanting to buy her hats. Digitisation has not 
only saved your business through the lockdown period, 
but has also given you access to a new customer base.  

But other groups (stakeholders) - institutes, 
associations, educational institutions e.g. chambers of 
industry and commerce (IHK) and universities of applied 
sciences (HAW) can also accompany this 
transformation. They have the expert knowledge and 
young, creative minds. It is in the interest of the citizens 
to preserve the retailers, because they are an enrichment 
for all of us and bring diversity and liveliness to our 
cities. It would be a great loss and very sad if these 
small, cosy shops were lost in the course of the 
lockdown. 

5 Summary and outlook  

The economic consequences of the lockdown affect 
small stationary retailers particularly hard. However, at 
around 80%, micro-enterprises with fewer than ten 
employees make up the largest share of the industry. It is 
precisely these small retailers that shape the picture in 
Germany's city centres. Due to the lockdown in spring 
2020 and the still ongoing second lockdown since 
December, which led to sales slumps of around 80%, 
many are facing financial ruin. More than half of the 
stationary shops estimate that they will not survive the 
year 2021 without help. 

The federal government has taken many measures to 
support retailers in this severe crisis; comprehensive 
direct financial aid payments, guarantees, tax aid as well 
as adjustments to the short-time work regulations have 
been initiated, but many retailers still complain that these 
measures are too bureaucratic and that the aid does not 
arrive at all or only late. The voices of retailers and their 
lobbyists are also getting louder and louder that a 
realistic strategy for an end to the lockdown and an 
opening of the shops is missing on the part of politics.  

Looking for solutions from the state alone does not 
seem to be a good way forward. The entrepreneurial 
spirit of the retailer is needed. Some practical examples 
have shown how retailers have successfully dealt with 
the crisis through creativity and agility: the 
introduction/expansion of online shops, online shopping, 
social media channels (especially Instagram and 

WhatsApp), online calls, click and collect were quickly 
introduced successfully. The survival strategy in the 
crisis is digitalisation and customer loyalty.  

The "shopping experience" has to be rethought and 
repositioned. Retailers, who often have limited 
resources, do not have to tackle this transition alone. 
Experts can be called in as advisors, such as chambers of 
industry and commerce (IHK) or universities of applied 
sciences (HAW) to support these processes and 
conversions. As Christine Lagarde said in an online 
interview with the Economist magazine a few weeks ago 
- it would be very sad if the small retailers disappeared 
from our cities because they couldn't withstand 
financially, because they bring diversity and joy and 
make cities liveable.  I think she speaks for all of us. [25] 
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