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STATE FINANCIAL SUPPORT FOR SMALL BUSINESS DURING
THE CORONAVIRUS CRISIS IN EUROPEAN COUNTRIES

Abstract. The aim of the conducted research is elaboration of conceptual statements and
formulation of practical recommendations aimed at development of the methodological bases of state
financial support for small business. On the basis of the existing theoretical statements, discovery of
essential characteristics, peculiarities and systematisation of the obtained results of the research,
conceptual approaches to interpretation of the features of state financial support for small business
during the coronavirus crisis have been suggested. Small business is an important component of the
economic system of any country. It ensures formation of the complex structure of the market for
goods and services, development of efficient competition and promotes addressing the needs of
consumers in conditions of formation of their sovereignty. State financial support for small business
in European countries is at different stages of development. In the EU countries, financial policy of
small business regulation is an example of state intervention in the mechanism of market self-
regulation in order to solve social and economic problems by changing the economic behaviorur of
small enterprises. The formational process, strategic priorities of state financial support for small
business in European countries and macroeconomic instruments for its implementation during the
coronavirus crisis have been studied. Changes in the concern of the world community in forms of
state financial support for small business have been detected. A comparative and analytical
examination of the instruments for macroeconomic financial regulation, which are being used during
the COVID-19 pandemic in Europe, has been conducted. The research shows the importance of small
business in terms of solving economic and social problems of social development, outlines the
situation of state financial support in the EU countries in comparison with Ukrainian small
enterprises, determines the general features and differences in state regulation of entrepreneurship.
The practical significance of the obtained results consists in the fact that the main scientific statements
of the article can be used in practice of state and regional management of small business.
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JEP)KABHA ®IHAHCOBA MMIATPUMKA MAJIOTI'O BIBHECY
1T YAC KOPOHABIPYCHOI KPU3H B €BPOIIEMCHKNUX KPATHAX

AHoTalisg. MeToro npoBeIeHOr0 TOCTKEHHS € pO3pOOJICHHS KOHIENTYIbHUX TOJI0KEHb
1 (hopMyJTIOBAaHHS MPAKTHYHUX PEKOMEHMALIH, CIPIMOBAHUX HA PO3BUTOK METOJOJIOTIYHMUX 3acall
JepKaBHOT (iHAHCOBOI MIATPUMKH Manioro 0i3Hecy. Ha OCHOBI HasiBHUX TEOPETUYHHUX IOJIOKEHb,
BUSIBJICHHSI CYTHICHMX XapaKTEPUCTHUK, OCOOJMBOCTEH, CHUCTeMaTH3allil OTpUMAaHHX pe3yJbTaTiB
JIOCITIJKEHHSI 3aIIPOMIOHOBAHO KOHIIETITYaJIbHI MiIXOAM 10 IHTEpIIpeTaii 0coOIMBOCTEH epKaBHOT
¢diHaHCOBOI MIATPUMKH Majoro 0i3HeCy IiJ] 4ac KOpOHaBipyCHOI Kpu3u. Mainuii Gi3Hec € BaXIJIMBOIO
CKJIaJIOBOI0 EKOHOMIUHOI cucTeMH OyIb-iKOoi KpaiHu, 3abe3meuye (GOpMyBaHHS CKIAIHOT
CTPYKTYpPH PUHKY TOBapiB Ta MOCIYT, PO3BUTOK €()EeKTHBHOI KOHKYPEHILi Ta CIpHsi€e KpaIomy
3aJJ0OBOJICHHIO TOTpeO CIOKMBAdiB B YMOBaX CTAaHOBIICHHS iXHBOTO cyBepeHiTery. [lepkaBHa
¢dinancoBa miaTpuMKa Manoro Oi3HECYy B €BPONEHCHKHMX KpaiHax mepeOyBae Ha DPI3HHX CTalisx
po3BuTKy. Y Kkpainax €C ¢QiHaHCOBa MOJITHKA PETyJIOBaHHS Majoro Oi3HeCy € MPHUKIaIoM
BTPYYaHHS JIEpXKaBM B MEXaHI3M CaMOpPETYJIIOBaHHA PHUHKY JUIsl peaji3alii KOHKPETHUX IiJIeH,
BUKOHAHHS TEBHHUX 3aBJaHb 1 PO3B’SI3aHHS COIIaTbHO-CKOHOMIYHUX MPOOJIEM ILISXOM 3MiHU
€KOHOMIYHOI TOBEIIHKM Manux mignpuemctB. [locmipkeHo dopmamiifHuil mporec i crpareriusi
NpIOpUTETH JAep>kKaBHOI (PIHAHCOBOI MIATPUMKH Masoro Oi3HECy B €BpOINEHCHKUX KpaiHax Ta
MaKpOEKOHOMIYHUH 1HCTpyMeHTapii ii peamnizarii mija yac KOpoHaBipyCHOI Kpu3u. BusBieHo 3MiHK
3alliKaBJICHOCT] CBITOBOI CHIIBHOTH (pOpMaMu Jiep>KaBHOI (PiHAHCOBOI MIATPUMKH Maoro OizHecy.
[IpoBeaeHO MOPIBHAIBHO-aHATITHYHUMN OIS 1HCTPYMEHTApil0 MAaKPOEKOHOMIYHOTO (hiHAHCOBOTO
pEryJIlOBaHHs, 10 BHKOPHCTOBYIOThCS mia yac mangemii COVID-19 y €pomi. [ocmimkeHHs
PO3KpUBAE BAXKIMBICTH MaJIOro Oi3HECY B PO3B’s3aHHI EKOHOMIYHUX 1 COLIaJbHHUX MpodieM
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CYCIIUIBHOTO PO3BUTKY, OKPECIIOE€ CHUTyalilo Aep)kaBHOI (DiHAHCOBOI MIATPUMKH y KpaiHax €C
HOPIBHSAHO 3 YKPalHCHKMMH MAJIMMHU HiANPHEMCTBAMM, BU3HA4a€ 3arajibHi PUCH Ta BiJAMIHHOCTI
JIepKaBHOTO PETYJIIOBaHHS MiANpueMHULTBA. [IpakTHyHe 3HAUEHHS OTPUMAHHUX pPeE3yJIbTATIB
HOJISITa€ B TOMY, 110 OCHOBHI HAyKOBI IOJIOKEHHSI CTATTI MOXKHAa BUKOPUCTOBYBATH Yy IMPAKTHLI
JIepKABHOTO 1 PET1OHAJIBHOTO YIPABIIHHA MAIUM O13HECOM.

Knrwouoei cnosa: manuii Oi3Hec, Iep’KaBHE peryiroBaHHs, (iHAaHCOBA MIATPUMKa, (piHaHCOBA
HOJIITHKA, KOPOHABIPYCHA KpH3a.

®opmy: 0; puc.: 2; Tabm.: 1; 6161.: 12.

Introduction. Small and medium-sized enterprises (SMEs) are reliably integrated into the
Road Map of Europe. They are essential to Europe’s competitiveness and prosperity. Moreover,
they help governments to limit the impact of monopolys and create balanced economic policies for
large corporations. Europe’s 25 million SMEs are the backbone of the EU economy. They employ
around 100 million people, account for more than half of Europe’s GDP and play a key role in
adding value in every sector of the economy [1]. However, the COVID-19 pandemic became a
shock for SMEs in 2020. As a result of spreading of the crises and implementation of restrictions in
different European countries, tourism agencies, travel bureaus, restaurants, hotels, fitness centers,
cultural and recreational institutions were most affected. In many spheres, particularly trade,
tourism, transport organization, resort and recreation, there began destabilising processes in small
business, which are causing a destructive multiplicative effect of the «avalanche» type: reduction of
income, investments and employment, decrease of solvency and financial stability of firms [2]. It
should be noted that in the conditions of prolonged stay in the financial crisis, the risks of
restructuring, suspending the functioning and liquidation of enterprises will increase [3]. This
requires unification of national and international institutions and taking into account the positive
foreign experience of state financial support for small and medium businesses in different countries.

Literature review and the problem statement. A lot of modern scientists’ studies deal
with the research of small business financial support in different countries, its development
peculiarities and permanent functioning models. Some aspects of evolution of state financial
support for small business are considered in scientific works of E. Ughetto, M. Cowling & N. Lee
(Regional and Spatial Issues in the Financing of Small and Medium-Sized Enterprises and New
Ventures) [4], S. Volosovich & O. Apostolyuk (Institutional Modernization of State Financial
Support of the Small Business) [5], M. Adamczyk, A. Betlej, J. Gondek & A. Ohotina (Technology
and Sustainable Development) [6], J. Kudelko (Regional Differences in Economic and Social
Development) [7], Iu. Umantsiv & O. Ishchenko (Banking sector and economy of CEE countries)
[8] and other researchers.

Recognizing the undeniable scientific and practical significance of previous research, we
believe that, taking into account the destabilising processes caused by the COVID-19 pandemic, the
issues of state financial support for small business in European countries remain unsolved and
require separate research at both theoretical and methodological levels. It is necessary to deepen the
research of modification of small business state financial support in European countries, its models
and forms, paying attention to the high volatility and the rapid development of crisis processes. At
the same time, existing scientific studies do not fully cover the features of state financial support for
small business in European countries, including the formation of disproportions in its functioning.
Therefore, determination of the real scale of this trend and development of proposals for possible
ways to counteract its intensification is a timely and important aspect of our study.

Methodology and research methods. The main scientific results presented in this
publication have been obtained using general and special methods of cognition: systematic analysis
and synthesis (study of the SMEs structure and its modification); retrospective analysis (study of
transformational processes); methods of statistical, financial, factor analysis (assessment of
structural changes); the program-target method (consideration of instruments and practice of
financial regulation of SMEs).

Research results. The concept «coronavirus crisis», which is used in this work for studying
the financial support for small business in European countries during the COVID-19 pandemic,
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indicates the abrupt and lingering deterioration of economic conjuncture, which is reflected in the
significant decline of business activity, distortion of economic relations, bankruptcy, increase of the
unemployment rate and decrease of living standards, causing the necessity of active government
involvement, particularly state financial support for SMEs. The coronavirus crisis is a threat to
people and business, which changes the economic behaviour of consumers, producers, countries
and public institutions. At the public level, it requires adequate assessment of conjuncture, usage of
corresponding macroeconomic instruments for neutralisation of destabilising factors
of the COVID-19 pandemic, active and consolidated forms of state financial intervention.

In spite of the continuous economic and political challenges Ukraine is facing, the country has
achieved significant success in implementation of reforms in such spheres as public procurement,
deregulation, harmonisation with the EU acquis and bankruptcy procedures, as well as improvement of
its institutional and regulatory framework for SME policy. The further steps Ukraine should take is
ensurance of the sustainability of its institutional and regulatory framework for SME policy, increase of
deregulation efforts and creation of level playing field conditions for SMEs. For the countries of the EU,
the Small Business Act is the legislative basis for state regulation and financial support for small
business. Determining the central role of small business in the EU economy, the Small Business Act
stimulated the introduction of a large number of support programmes for small business development
and became a real base for entrepreneurial activity [9—11].

Small business state financial support worldwide system is a priority for the small business
development and has two types: a single government entity creation that coordinates support for the
small business development and without creating a single government entity. In this case, its
functions are distributed among several state structures and successfully implemented if the
tradition of fair entrepreneurship dominates in this country. In the EU, the state financial policy for
small business support is mainly implemented through the small business indirect financing, but in
some cases, direct state grants may also be provided. Financing is done indirectly through the
structural funds. The financing procedure is carried out through such financial intermediaries as
banks and other lending institutions or investment funds (Fig. 7).

European Union
Small

W Entrepreneurship
T

- Financing

- —_—
Structural @ i > Bank Investment gthglt
Funds } ’ anss Y Funds redit
d &3 Institutions

Fig. 1. Methods of financial support for small enterprises in the EU countries
Source: The figure has been built at the axiomatic level based on studying the sources of information [1; 12].

Ensuring the implementation of effective state financial policy for small business support is
a long and financially costly process. Small business financial support models and forms study in
the EU countries will allow Eastern European countries to significantly improve their own system
for small business support.

An important modern direction of state regulation of small business in European countries is
development and implementation of anti-crisis measures during the struggle against the COVID-19
pandemic. In this context, the concern of the world community in the issue of state financial support
for small business rose significantly in 2020 (Fig. 2).
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Fig. 2. Changes in the world community’s concern
in forms of state financial support for small business

Source: To build this diagram, the authors have used data received from Google Trends.

Results of such search queries as «state financial support for small businesses», «stimulus
for small businesses», «COVID loans for small businesses», «financial help for small businesses
during coronavirus», and «COVID grants for small businesses» within the global search engine
Google confirm the increase of the need for new forms of state support for small business.

Given the specific conjuncture SMEs are currently facing, countries have taken various
measures to support them financially. Such state policies in European countries take various shapes
and use a certain set of macroeconomic instruments for neutralisation of the coronavirus crisis

(Table).
Table
Instruments for Macroeconomic Financial Regulation of SMEs
that are Being Used During the COVID-19 Pandemic in Europe
Macroeconomic instruments for overcoming the coronavirus crisis
Labour Defferal . Financial Stru?tflral
instruments policies
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Austria -
Belgium
Croatia
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France
Germany
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Iceland
Ireland
Italy
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Table (continued)

Macroeconomic instruments for overcoming the coronavirus crisis
Financial Structural
Labour Defferal . . .
instruments policies
= » E o] =]
2 | = = ~ 3|8
. w| 9| 3 > z @ 2| 8 @ | o= ==
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Latvia -
Lithuania
Luxembourg
Netherland
Norway
Poland
Romania
Slovak Republic
Slovenia
Spain
Sweden
Switzerland
Ukraine
United Kingdom

Source: To build this table, the authors have used their own expert data and information received from the source [12].

Table shows that, across European countries, the most widely used macroeconomic
instruments in response to the coronavirus crisis are income and profit tax deferrals, loan guarantees
and direct lending to SMEs, and wage subsidies. Structural policies have been used only modestly,
with a focus on digitalization, although over time the number of countries setting up such policies
has increased. The use of grants, debt moratorium and specific measures for the self-employed
provide is mixed and highly differs across European countries.

Conclusions. Small business is essential for development of European economy,
employment and competitiveness in different sectors of industry and services, so the EU is
committed to maintaining an open and rules-based financial support for business of different
countries. With the rising threat of asymmetry of small business development and weakened
commitment of governments of individual countries to business process governance, the EU must
take the lead by creating a business-friendly environment and stimulating effective competition in
countries with low share of small business in the economy. Special attention is given to small
enterprises’ need for support. Promoting business is the key to economic recovery due to the
consequences of the coronavirus crisis in European countries. A range of support instruments is
deployed in the EU to help such SMEs deal with administrative and regulatory requirements and
formalities, and to support their cross-border activities, access to finance, etc.

Therefore, small business is an important part of the national economies of developed
countries, providing them with social and economic stability and development, employment,
innovation. A significant contribution of the small entrepreneurship sector to the economies of
developed countries is provided by a favourable economic environment, that is, the business
climate. The small business state financial support policy system is the most important and priority
force for development and competitiveness of small entrepreneurship.

Prospective directions of further research should include the actual problems of assessment
of the efficiency of financial support for small business from European, national and regional funds
of financial resources.
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