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Abstract. The article analyses static data that show the deterioration of the situation of SMEs around the 

world, both in developed and developing countries. Measures taken by governments to support SMEs and 

overcome the crisis were considered in the analysis. In most cases, they turned out to be insufficient to help 

reach the pre-pandemic economic level. The article also confirms that the self-employed and female 

entrepreneurs have suffered most. Industries such as tourism, construction industry, wholesale and retail 

trade, real estate, and services have suffered major loss.  
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1 Introduction  

Last year, many enterprises around the world were forced to close their operation in relation to to the COVID-19 

pandemic, and those that could not cover the accumulated costs due to falling sales will no longer open. Often, large 

enterprises have a greater capacity to withstand COVID-19-like shocks, for example, if they have been able to make 

higher profit, gain easier access to finance, adapt to home delivery services, or diversify their businesses. Shocks in China, 

the EU, and the United States has had the greatest impact on the world trade, and as a result, developing countries have 

been affected as well. 

This study shows how COVID-19 has affected small and medium-sized enterprises, based on recently published 

studies of World Bank enterprises in 13 countries. The study shows that enterprises of all size categories have suffered 

serious losses in many respects. Sales of small and medium-sized enterprises are declining more and their cash is depleting 

faster than those of large enterprises operating in the same sector and country. This is especially true for enterprises that 

depend on imports and exports, as well as companies operating in the service sector [1]. 

Specific attention is paid to how the pandemic has affected small and medium-sized enterprises (SMEs) in Russia. 

The indicators of SMEs in Russia are traditionally lower than in other major or actively developing economies of the 

world. The SME sector is not a growth driver in Russia [2]. Recently, there has been research on crisis management in 

small enterprises, including pandemic response [3-7], but there are few sources of information concerning low- and 

middle-income countries. 

At the end of July 2020, the World Bank published new studies analysing enterprises from 13 different countries that 

had measured the impact of the virus on business, ranging from Italy and the Russian Federation to Albania and 

Zimbabwe. Despite their limitations, these surveys, along with the many other sources used in this study, show that the 

impact of the crisis on small enterprises is different compared to large enterprises [8].  

There is thus a need to improve the anti-crisis management practices and mechanisms of SMEs, including addressing 

crises in the wave of the economic impact of the pandemic. 

2 Methodology 

The research methodology is based on the articles published by modern scientists on problems of crisis management 

in the period of the COVID-19 pandemic. Methods of statistical and economic analysis, expert assessments, methods of 

bankruptcy diagnosis, and forecasting were used. For the purpose of the study, statistical and analytical data from the 

World Bank, OECD, RBC, and the NAFI Analytical Centermare used. The impact of COVID-19 on SMEs in the federal 

districts of the Russian Federation is analysed using the data from the Federal Tax Service of the Russian Federation on 

the number of enterprises and employees in the SME sector in November of 2017-2021. 
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3 Results 

Some sectors and regions with a disproportionately high share of small and medium-sized enterprises (SMEs) have 

been significantly affected by COVID – 19 restrictions. Although all enterprises and economic sectors have been directly 

or indirectly affected by government closure measures, some areas with a disproportionately high share of SMEs have 

been most seriously affected, at least initially. 

This applies mainly to the tourism sector. It is estimated that international tourism will decrease by about 80% in 2020 

[9]. Despite the fact that domestic tourism has developed relatively better, it remains significantly below the pre-Covid 

level. For example, the estimated decrease in domestic tourism in Spain and the United Kingdom, is 45-50% in 2020 

compared to 2019. Cultural events related to the closure of museums, theatres and cinemas have also been severely 

affected. A significant recovery of international tourist flows is not expected until 2021, and the achievement of the pre-

crisis level is not expected until 2023 [9]. 

Besides the tourism sector, the economic sectors most directly affected by isolation measures, at least initially, include 

production of vehicles for the transport sector, construction, wholesale and retail trade, air transport, accommodation and 

catering services, real estate, professional services, and other personal services (e.g. hairdressers) (OECD, 2020). These 

sectors alone account for 40% of the total average employment in OECD countries [9]. 

SMEs ensure the majority of employment in the most affected sectors: on average, 75% in OECD countries and almost 

90% in Greece and Italy. Microenterprises with fewer than 10 employees, those probably most endangered by cash 

shortages, employ about 30% of employees in these sectors and up to 60% in Greece and Italy [10]. 

Before the COVID-19 crisis, the financial situation of SMEs was generally favourable. Long-term interest rates were 

very low compared to historical standards, and monetary policy became increasingly flexible to compensate for relatively 

weak economic activity. Credit conditions were improved for SMEs with a low level of loan refusals and a gradual 

transition of loan portfolios to longer maturities. 

In addition, digital tools contributed to the emergence of new online banks, some of which specialize in providing 

services to self-employed persons and owners of small businesses. In addition to bond issuing, asset-based financing also 

became an alternative source of financing for a growing number of SMEs. For example, in recent years, there has been a 

development of financial methods, such as leasing and hire purchase, as well as factoring, which allows SMEs to convert 

part of their assets into money to raise funds in the short term. In addition, the volume of venture capital investments for 

SMEs is growing, partly due to the government promoting the development of equity financing for SMEs [1]. 

Along with these positive trends, it is important to note that a third of all SMEs in the European Union continue to 

rely exclusively on domestic sources of income for their day-to-day operations and investments, which partly explains 

the slow credit growth in recent years. In addition, financing models still differ significantly between small and large 

SMEs, especially in Europe, with the former using more self-financing options and short-term loans, and fewer 

government subsidies and asset-based financing [11]. In addition, there are signs that the current crisis has a strong impact 

on equity, trade financing, and alternative financing, which is declining from the recent progress. 

At this stage, small enterprises are still experiencing more serious financial difficulties compared to large ones. As a 

result, SMEs are more dependent on their internal financial resources and cash flows than large enterprises, both in the 

area of investment and in covering their current expenses, such as the remuneration of their employees. 

These problems make SMEs more vulnerable to economic downturns and falling incomes than large enterprises are. 

This vulnerability is even more obvious for microenterprises that can rely only on bank financing or a limited number of 

alternative sources of financing. 

However, the crisis caused serious problems for start-ups that had been established before its outbreak. Numerous 

surveys confirm that these young enterprises have been seriously affected by the crisis. More than 40% of new enterprises 

slipped into red zone (having only three-month cash or less to maintain their operations). Almost 3 out of 4 start-ups 

surveyed have experienced a decline in revenue and liquidity problems, and 41% of them needed to raise capital within 

the next three months [12].   

There is growing evidence that the consequences of the COVID-19 pandemic for the self-employed and entrepreneurs 

were disproportionately negative. This negative impact was more significant than in the case of large enterprises, and in 

general in the case of employees. For example, an international study by Eurofound shows that the probability of 

becoming unemployed during the pandemic was higher among the self-employed (13%) than among employees (8%) 

[13]. This is consistent with the studies conducted in OECD countries, including e.g. in Australia, Germany, the United 

Kingdom and the United States [1].  

In addition, there is evidence in OECD countries that subgroups of entrepreneurs, such as women and minorities, have 

been more affected, which partly reflects problems related to the access to finance, the economic sectors in which they 

usually work, and the increase in women's household responsibilities during the crisis. 

The number of women entrepreneurs in the United States decreased by 10% between February and June 2020, while 

the number of male entrepreneurs decreased by 7% only [14]. Similarly, data from Germany show that female 
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entrepreneurs are more than 30% more likely to lose income than male entrepreneurs are. There is also data from Canada 

and the UK that women entrepreneurs on average have reduced the number of hours worked about 1.5 times more than 

male entrepreneurs have. Many of these gender differences can be explained by differences in the sectors in which male 

and female entrepreneurs work. In addition, women are more likely to take on more household and care responsibilities 

during a pandemic [9], which limits their time for business activities. 

The smaller the size of the enterprise and the earlier it is established, the more likely it is to refuse state support. Out 

of 32 OECD countries, 33% of SMEs established 1-2 years ago received state support, compared to 39% of enterprises 

established 2-3 years ago and 45% of SMEs with at least five-year existence. Newly established enterprises were even 

less likely to receive support. Only 15% of SMEs that started their activities in 2020 have received state support [15]. 

SMEs have continued to struggle during the pandemic and the recovery phase: in 32 OECD countries, 42% -  96% of 

the surveyed SMEs in December 2020 said that additional support would be needed in the future. Enterprises which 

operate in countries with stricter deterrent measures are more likely to need further government support. For example, in 

New Zealand, a country with relatively mild deterrent measures, only 58% of SMEs are expecting support [12]. By 

comparison, in Chile, the stringency index is twice as high as in New Zealand, which indicates stronger deterrent 

measures. 

The indicators of SMEs in Russia are traditionally lower than in other major or actively developing economies of the 

world (see Table 1). 

Table 1. Indicators of the SME sector in some countries 

 Share in GDP (%) Share of employed persons (%) 

Russia 20.8 27.0 

USA 56.0 52.0 

Germany 43.0 57.0 

China 60.0 83.0 

Japan 55.0 72.0 

Malaysia 39.0 48.0 

Vietnam 40.0 50.0 

Uzbekistan 56.9 78.0 

Israel 62.3 68.7 

South Africa 42.0 47.0 

Source: Special report of SME Ombudsman to the President of the Russia Federation [2].  

According to various estimates (IMF, FAS of Russia, analytical centres), the SME sector is not a driver of growth in 

Russia. The share of the public sector, including state-owned companies, in the Russian economy is 40-70%, while the 

share of the SME sector is 2.5 times lower. According to SME Ombudsman, the segment of medium-sized enterprises is 

the most undeveloped [2]. 

The sector of small and medium-sized enterprises in Russia has been stagnating for 10 years (see Table 2). Moreover, 

there are no processes of transformation of small enterprises into medium-sized ones. 

Table 2. Indicators of the SME sector in Russia  

 2010 2015 2016 2017 2018 2019 2020 

Share of SME (%) 19.9 19.9 21.6 21.9 20.2 20.8 19.8 

Share of employed persons in SME (%) 27 28 26 27 27 26 27 

Source: Special report of SME Ombudsman to the President of the Russia Federation [2].  
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The analysis of the Federal Tax Service on the number of SME and the number of persons working in the sector 

indicates that the number of enterprises itself has not decreased, it has even slightly increased, while the number of people 

employed decreased significantly, in the Far Eastern Federal District very drastically (see Fig.1). 

  

  

  

  

Figure 1. Number of SME (upper line) and employed in SME (lower line) in Russian federal districts 

Source: Author based on the data of Federal tax service of Russia [16] 

This indicates that the main measures of state support should be aimed at maintaining employment. Statistical data on 

the impact of coronavirus on SMEs in districts is still limited. However, the current level of knowledge points to serious 

failures in the most affected regions. More than 36% of enterprises in the Russian Federation consider tax rates to be the 
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biggest obstacle, compared to ca. 10% of enterprises in other countries. As for the access to finance, this was mentioned 

as the biggest obstacle b\ 15% of enterprises. More than 8% of enterprises mention corruption as the biggest obstacle to 

their business activities [17]. 

According to Rosstat, 96% of SMEs are microenterprises with a 37% share of the sector's turnover and a 29% share 

of employment, while small enterprises ensure 49% employment and account for 63% of the turnover. However, this 

information does not take into account informal workers and self-employed person, which represents ca. 21.3% [18]. 

When non-working days were announced in the Russian Federation with the preservation of wages, this has led to the 

suspension in the activities of SMEs, especially those that were unable to switch to the online format. For example, in 

some travel agencies, after the introduction of anti-epidemic restrictions, revenue has decreased by 90%. According to 

experts, the cost of one weekday of inactivity in a coffee shop in the centre of Moscow is 100-150 thousand roubles, while 

in the case of a clothing store, it ranges between 40 and 100 thousand roubles, and 60 - 80 million roubles in the case of 

a shopping centre [17]. 

Consumers postpone the purpose of non-essential goods and services, such as clothing, tourism, durable goods, etc. 

The drop in domestic demand directly hit the domestic suppliers. However, in the case of global value chains, consumer 

spending in high-income destination markets affects the demand for their exports. 

At the same time, Mail.ru Group estimates that as of 8 July 2020, a third of medium-sized and small businesses did 

not receive payment for their services from customers during the pandemic [19]. According to the Federal Tax Service, 

305.6 thousand individual entrepreneurs and 208 thousand legal entities ceased their activities as of 1 July 2020 [20]. 

4 Discussion and Conclusion 

This study focuses on the situation of small and medium-sized enterprises (SMEs) with fewer than 100 employees in 

the wave of the pandemic. The study discusses the differences in the impact of the pandemic on enterprises of different 

size categories as well as their responses and how development finance can best support them in low-and middle-income 

countries [15]. Focusing on small firms makes sense for many reasons. 

SMEs are the largest provider of employment and supply of goods and services in low-income countries; therefore, 

disruptions in this segment have serious social and social consequences for the poor and rural population. Moreover, long-

term closure of small enterprises leads to the loss of intangible capital, skills, and innovative potential, which may result 

in a deep economic downturn in countries even long after the pandemic. 

Thus, some of the development goals, whether aimed at supporting the incomes of the poor during an economic 

downturn, providing goods and services, or creating an appropriate framework for future recovery and development of 

industry, are directly related to the situation of SMEs during a crisis. The COVID-19 crisis has been the most serious 

global recession since the end of World War II. Physical distancing, lockdown and restrictive measures introduced 

worldwide to stop the spread of the pandemic have led to unprecedented shocks to the business environment both in 

OECD and non-OECD countries. This recession was even more sudden than the financial crisis of 2008-2009. GDP 

declined significantly in all major OECD countries in the first two quarters of 2020. 

In different countries, the stricter the isolation measures, the stronger the initial decline in economic growth has been. 

Facing a significant health crisis, many governments reacted by adopting various measures of social distancing (isolation) 

to prevent the spread of the virus, which has also significantly reduced economic activity. 

As restrictions related to the economic activity were eased in the summer, GDP partly recovered, but remained below 

the pre-crisis level. While the total GDP in the OECD region was 11.6% lower in Q2 of 2020 than Q2 of 2019, the gap 

narrowed to 3.8% in Q3 of 2020. Nevertheless, due to the emergence of new options in recent months, the pace of recovery 

slowed down, and in Q4 of 2020, the GDP level remained 3.4% lower than in the previous year [12]. 

At the time of implementing this study, the prospects for overcoming the SME crisis continued to improve, as 

evidenced by recent economic forecasts, but they remain uncertain and uneven across countries. The brighter prospects 

are mainly related to the gradual introduction of effective vaccination, support for macroeconomic policies, especially in 

the United States (USA) and the EU, and signs that the economy is coping better with measures to stop the spread of the 

virus. Global economic activity has now returned to its pre-pandemic level, but it will remain weaker at the end of 2022 

than before the pandemic. There are also noticeable differences in the impact of the crisis and the pace of recovery in 

different countries. The recovery is still affected by the risks of new outbreaks of the virus with the appearance of its 

variants in different places and the problems associated with vaccine rollout to a sufficient extent.  

To survive the pandemic, SMEs need grants, not loans. Most simply do not apply to banks for loans, despite record 

low-interest rates. However, not all governments have a budget for grant support. Eight out of 10 enterprises of all size 

categories expect some form of government help in higher-income countries, such as Cyprus [20]. In low-income 

countries, such as Georgia or Moldova, small public funds are allocated to larger enterprise. In Africa, even fewer people 

expect government support; most governments in low-income countries have not taken any measures to support SMEs. 
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The combination of limited budget and already high corporate debt creates the greatest risks for countries with above-

average income. 

The main measures that can contribute to economic growth include the reduction of tax burden on enterprises; limiting 

the growth in tariffs for infrastructure services and raw materials monopolies and reduction of administrative pressure on 

business. In the short term, governments are recommended firstly to ease restrictions to attracting employees from 

neighbouring countries; secondly, to compensate SME expenses for PCR tests and personal protective aids. In the case 

of lockdown, governments should pay a 100% for employee downtime at the expense of the state directly, without 

necessary participation of the employer. 

The COVID-19 pandemic is a unique crisis, affecting enterprises in many ways: supply (reduced labour supply 

because employees stay at home, lack of resources, disrupted supply chains); demand (reduced demand from lost and 

returning consumers, precautions, cautious investors); uncertainty (inability to count on a future income stream that 

justifies, for example, the replacement of employees or equipment); and unavailability of finance. 

The article was prepared under the plan of Institute of Economics of the Ural Branch of RAS for 2021–2023. 
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