
 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Impact of COVID-19 on small and medium-sized 

enterprises 

Wagner Gonçalo Raposo Massa  

M20190598 

 

Supervisor: Rui Gonçalves 

 

Dependence of the Azorean economy on foreign 

markets 

Dissertation presented as partial requirement for obtaining 

the Master’s degree in Statistics and Information 

Management, Specialization in Risk Analysis and Management 

 

November 2021 



Instituto Superior de Estatística e Gestão de Informação

Universidade Nova de Lisboa

IMPACT OF COVID-19 ON SMALL AND MEDIUM-SIZED ENTERPRISES:

DEPENDENCE OF THE AZOREAN ECONOMY ON FOREIGN MARKETS

by

Wagner Gonçalo Raposo Massa

Dissertation presented as a partial requirement for obtaining the Master’s degree in Statistics

and Information Management, with a specialization in Risk Analysis & Management from the

NOVA Information Management School.

Work project carried out under the supervision of:

Professor Rui Gonçalves

November 2021



ACKNOWLEDGEMENTS

The completion of this dissertation marks the end of a cycle that was long but gratifying and

that I will proudly take with me forever. I would like to extend my gratitude to all those who,

directly or indirectly, helped me become the person I am today. Thank you.

To all my friends, thank you very much for the moments spent, the support given in the good

moments and, also, in the bad moments. I’m the person I am today thanks to each and

everyone of you.

To my family, thank you very much for the unconditional support you have given me and for

the efforts you have made to make this day come. It's not easy to be apart most of the time

but I know it was worth it and today is proof of that.

To you Maria, thank you so much for always being by my side. From day one, you always

believed that I was capable of being as good as anyone else. Thanks to you, I know how

much I'm worth and that I can achieve anything I want.

I would like to give a special thanks to Professor Rui Gonçalves, who agreed to be my advisor

to carry out this dissertation, for the advice given during the development of this work,

always in a good mood.

Finally, I would like to thank the companies that responded to the questionnaire for making

this study possible. I also thank CCIPD for sharing information to complement this study.



ABSTRACT

The purpose of this Dissertation was to analyse the impact of COVID-19 on SMEs, with a

focus on Azorean companies, and study their performance.

A large part of companies in Portugal are not capable of generating enough cash flow and

when critical times arrive they cannot overcome the difficulties that have appeared due to

external causes and provoked an economic recession. Another problem is that these firms

have a high dependency on foreign buyers and, in recession periods, it becomes harder to

generate income, comply with obligations, and “macro-economically” speaking, increase the

country’s GDP.

Survey results have shown that azorean companies were negatively affected by the Covid-19

pandemic. They feel that the measures implemented by the government weren’t sufficient.

On a positive note, some activity sectors saw their incomes rise as they, mainly, supply the

internal market with necessity goods.

Keywords: Financial Crisis, Economic Recession, Foreign Buyers, Internal Market, Companies.
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1. INTRODUCTION

The year of 2020 will be a year that will remain on people's minds until the end of their lives.

In December 2019, it was identified the first case of COVID-19 disease in Wuhan, China, a

disease which the WHO (World Health Organization) considered to be a pandemic in March

of 2020 resulting from several contagions around the globe, originating a considerable

number of deaths.

In Portugal, the first case of the new Coronavirus was detected on March 2nd, 2020 and the

first death of this disease was registered two weeks later, on March 16th, 2020. The late

appearance of the virus in Portugal, largely due to the country's location, allowed the health

authorities to gain time to react, as the main countries in Europe registered their first cases

of COVID-19 a month earlier, with France and Italy among the most affected countries, on a

first stage.

As the disease started spreading faster and faster, it was necessary to implement measures

to contain the spread and the immediate solution was demanding mandatory lockdown to

the population and the closure of schools and non-essential businesses. In the short term,

these measures became effective as they reduced the social interaction and, consequently,

the safety of the population but, economically speaking, these measures are ruinous as they

prevented people from working and made businesses stop. According to INE, in Portugal, in

the second quarter of 2020, 23.1% of the total employed population was working from

home. This means that 76.9% of the total working population had to leave their homes to

work which means that a significant part of the Portuguese population is not qualified and

makes it impossible for workers not to work remotely since their work is not automated.

In macroeconomic terms, the COVID-19 pandemic had a major negative impact on Portugal's

GDP. Due to the economic downturn, according to INE, in the second quarter of 2020, the

Portuguese GDP decreased by 16.4% compared to the previous quarter, the last one before

the pandemic. Overall, the year ended with a 7.6% decrease in GDP, which contrasts with

the growth that the country had achieved in recent years after the economical crisis of 2011.

One of the major sectors that had a great impact on the reduction of GDP in this period was

tourism, which, with the mandatory confinement and the closing of borders, made it

unfeasible for companies in this field to carry out their activity. In April 2020, operations in
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this sector were practically nil, registering a drop of 97.4% in the number of guests and 97%

in overnight stays, according to INE. This situation led to an increase in the unemployment

rate since, with the impossibility of working, one of the solutions adopted by companies, in

the short term, was to reduce their staff.

The COVID-19 pandemic brought serious problems to the world economy. With people

unable to leave their homes, many businesses have seen their sources of income decrease

substantially. Although the government announced measures to support these same

companies, the level of bureaucracy involved made these processes become very

time-consuming and slow. Monetary support only arrived much later and, for many

companies it was too late and by that time, they had to dispense collaborators or even close

their business. Some believe that the "real" crisis will only come with the end of the

pandemic. The end of the moratoriums combined with the fact that companies have made

significantly less revenue during the period of the pandemic will lead to the economic agents

not being able to fulfill their obligations.

According to Figueiredo, Pessoa and Silva (2008) the impact that the pandemic causes is felt

differently from country to country. In order to mitigate the risk as much as possible, it is

necessary to implement appropriate measures and policies for the country's social and

economic recovery, considering indicators such as GDP per capita that are determinant for

the economic levels recorded in the pre-COVID period. However, for economic growth to

take place, there needs to be the concept of freedom, not just to undertake and produce,

but also economic opportunities and political freedom (Sen, 2000) .

The aim of this study is to verify the dependence of the azorean small and medium-sized

companies on foreign markets, or in other words, whether exports represent a significant

part of the annual revenue of these companies and how those were affected by the

pandemic. Before the COVID-19 pandemic, the Azorean economy had been growing year

after year registering, in 2019, a total value of € 115.444.804 (Table 2), according to Pordata,

one of the best performances of the decade. That represented an increase of 27,4% relative

to the previous year (2018) and revealed the positive impact of SMEs. In fact, 90% of

companies in the Azores are classified as SMEs.
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To carry out this study, a questionnaire was sent to several Azorean small and medium

enterprises to check the performance of these companies during this period of crisis and

how they have reacted in order to overcome these difficulties. This questionnaire intends to

evaluate the impact of the pandemic had on these firms and what they have done to

overcome these setbacks. The first part of the survey will be a characterization of the

enterprises by sector, number of employees and annual revenue. The second part pretends

to collect information about the impact the pandemic has had on SMEs. And, finally, the

third part will show what solutions SMEs took to mitigate the risk.

The first chapter of this dissertation consists of a brief introduction to the topic under study

and an overview of the pandemic situation worldwide. The second chapter will provide a

framework for the Autonomous Region of the Azores, its history, social and economic

situation, development of the region over the years and demonstration of which sectors

contributed the most to the growth of exports in the years prior to the pandemic. In the third

chapter, it is given an overview of the works of former authors and their opinions and

conclusions on the performance of companies during periods of economic crisis, public

health crises and what measures were taken to mitigate the risk. Then, the methodology that

will serve as a guide for the conclusion of this work is presented, showing the objectives of

this study and the tools used to collect data to answer the question-problem. The fifth

chapter will include the demonstration of data collected for the development of this

dissertation and also its analysis and discussion of results. Finally, the last chapter consists of

the presentation of the main conclusions of this study and also the limitations that were

found to carry out this work and suggestions for future research on this subject.
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2. AZOREAN BACKGROUND

The Azores are an archipelago with 9 islands of very heterogeneous dimensions and

relatively small, located in the Atlantic Ocean with a distance of, approximately, 2000 km

from the Iberian Peninsula and represent the westernmost point of the European continent.

This framework defines it as the outermost region of the EU, in parallel with Madeira, Canary

Islands, Guadeloupe, French Guiana, Martinique, Réunion, Saint-Barthélemy and

Saint-Martin. According to SREA, in 2020, the Azores had an estimated resident population of

242.201 inhabitants (Table 14), with approximately 57% of the population living on the island

of São Miguel which makes sense as it is the largest island in the archipelago.

Due to its geographical location, the Azores were a strategic point throughout history, being a

stopover zone for transatlantic travel between the European continent and the American

continent with the ports of Ponta Delgada and Horta being important for the parking of large

vessels and protection of goods. On the other hand, the location of the Azores constituted

advantages for air transport, especially during World War II when the United States of

America established military bases on the islands of Santa Maria and Terceira. Nowadays, the

military base in Terceira island is still a very strategic location for the American army with

several soldiers living on this island and controlling several operations.

From another point of view, the location of the Azores in the Atlantic Ocean is very beneficial

for exploring the sea that surrounds it and for enhancing the resources that can be extracted

from it. Due to the fact that it is located at almost the same distance between the European

continent and the American continent, the Azores are one of the regions that have the

largest Exclusive Economic Zones (EEZ). The Exclusive Economic Zone is a line located beyond

territorial waters, over which each coastal country has priority for the use of natural

resources from the sea, both living and non-living, and responsibility for their environmental

management. According to the United Nations Convention on the Law of the Sea (UNCLOS),

the EZZ extends to a distance of 200 nautical miles or 370 kilometers. In addition to the

Azores region, there is also the Madeira region with its EEZ and as mainland Portugal is a

country with a large coastal area, this makes Portugal one of the countries in the world with

the largest exclusive economic zone which allows it to obtain good competitive advantages in

this area.
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On an economic level, the economic growth of the Autonomous Region of the Azores has

presented a positive correlation with the country's growth and with the European Union

growth (Fundo de Maneio, 2017). However, given the fragility of the regional economy, the

impacts of an economic and financial crisis as the 2011 crisis in the Azores, strongly shook

the entire social composition and the capacity to create wealth. Sectors with large job

creation capacity, such as civil construction and tourism, were significantly affected,

generating several insolvencies and, consequently, a large volume of unemployment. On the

other hand, the liberalization of several regional airspace routes and the start of operations

of the low cost airlines, revolutionized the tourism sector in the Azores region, having this

sector reach levels never seen before, making the economy grow with the creation of new

jobs.

As expected, the tertiary sector is one of the sectors that employs the greatest number of

people. In 2015, the gross added value by workers in this sector represented a value of

77.9%, which represents a growth of 4.3% compared to the year 2000 (see Figure 4). A

growth that makes perfect sense since more and more young people apply for university and

use the learnt tools for the benefit of society. It is shown that the economic activity that

contributes the most to GAV is Public Administration and Social Security, representing 29% of

GAV in the Azores. This percentage, ideally, should be reduced since this activity in the

medium and long term has no economic return and, consequently, a lower creation of

wealth (see Figure 5). On the other hand, the economic activity of "construction" was the

only one that registered a decrease in GAV, with a 27% decrease compared to the beginning

of the millennium. The economic and financial crisis of 2008 reduced the large investments

that had taken place until then and after that period, the constructions carried out were

smaller both in volume and in terms of money (Fundo de Maneio, 2017).

At the moment, government entities are focused on sustainable development that has a

positive impact in the long term. However, it is possible to verify that, in smaller economies,

there is a close relationship between economic performance and social cohesion since, in

periods of crisis, unemployment levels shoot up substantially and there is a decrease in

wages. To combat this situation, efforts have been made for the development of society itself

through investment in training people with the creation of professional schools,
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improvement of infrastructure for regular and higher education and incentives to enter the

labor market early through internship opportunities (Fundo de Maneio, 2017).

From the year 2012, a period of economic recovery and market growth began after the

economic crisis of 2008. Tourism was one of the sectors that had the greatest impact since

both supply and demand increased significantly, breaking a record in the number of visitors

year after year on a global scale. The growth of emerging economies, namely Southeast

Asian countries, has attracted a large number of visitors, not only because of their

purchasing power but also because of the attractiveness of the destination. All of this means

that the Azores, due to its natural beauty, are a highly popular destination that attracts many

visitors of various nationalities every year. The tourism sector has a great impact on an

international level, causing a multiplier effect in various economic activities that revolve

around it. Currently, this sector is increasingly highlighted as a pillar of socioeconomic

development in various countries and regions, inducing an increase of exports, the creation

of companies and jobs and infrastructure development. Therefore, it is notorious that the

impact of tourism activity exceeds the economic effects, contributing for the well-being of

societies and for their sustained progress.

Before the COVID-19 pandemic, in 2017, according to public information, preserved and

prepared fish products was the sector that registered the highest volume of exports in the

Azores, representing more than half of total exports of the Region with a value of €

53.885.211 (Table 3). A high percentage of the fish products is destined to supply the internal

market (Mainland, Azores and Madeira) but the exports to the EU have also a strong impact

in the Region representing, nearly, 30%, according to INE, with Spain and Italy being two of

the top buyers, according to SREA. Concerning international markets, the top destination of

Azorean exports are the United States of America, followed by Canada. On the other side,

dairy products (Table 4) have been losing weight on the commercial scale, mainly because

the demand in the EU has decreased and internationally as well. Even though domestic

demand has increased it was not enough to register a growth in this sector. Regarding goods

shipped by sea, tobacco, food products and beverages are the categories that registered the

highest values reaching almost 160.000 tonnes, a lower value than the year before. Products

of agriculture, animal production, hunting and forestry, fish and other fishery products were

those that registered the greatest increase since in 2017 6.926 tonnes of these products left
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the region, almost twice as much as in 2016 (3.820 tonnes). In total, 219.791 tonnes of goods

were sent abroad by sea, against the 224.653 tonnes that left by sea in 2016 (Correio dos

Açores).

The Azores are a great demonstration of the natural beauty, although it has already been

modified by Humans (Silva, 2013). This is a relevant territory regarding the diversity of

ecosystems, and, therefore, it is necessary to implement management, conservation and

preservation measures in order to safeguard the region (Ávila, 2019). Due to the various

ecosystems in the region, the Azores are capable of producing a wide variety of products that

allow them to be self-sufficient, supply the domestic market and also ship products abroad.
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3. LITERATURE REVIEW

3.1. GREAT INFLUENZA PANDEMIC (1918-1920)

The Great Influenza Pandemic, also known as the “The Spanish Flu” was a pandemic that

occurred in the early 20th century and one of the most devastating in human history. This

virus infected more than 500 million people, equivalent to 25% of the world population at

the time, and with an estimated number of deaths between 17 and 100 million. This

pandemic coincided with the period of World War One which led the virus to spread faster

and reach a greater number of regions. Weng (2020) indicates that in 1918, 23.5 million

people died, 8.4 million in 1919 and 2.8 million in 2020, making a total of 34.6 million. These

numbers refer to 43 countries which at the time corresponded to 89% of the estimated

world population. Doing the math to 100% of the population, it is estimated that

approximately 39 million people died, that is, the mortality rate of this pandemic is expected

to be about 2%. To demonstrate this impact, a death rate of 2% today would represent a

total of 150 million people.

Barro and Ursúa (2008) state that the macroeconomic impact of this pandemic was

substantial. These authors define the negative impact as one of the most shocking, only

behind events like the WW1 and WW2 and the Great Depression of the 1930s, with

reductions in GDP per capita of around 10%. A regression with the variables “influenza" and

"war" was calculated and the result was a coefficient of -3.0 at a significance level of 5%, that

is, these variables have an inverse relationship with economic growth, as reported by Barro

and Ursúa (2008). In other words, the loss of GDP per capita in real values ​​for a country due

to the Spanish Flu rose to 6% in the 1918-1920 triennium, as stated by Barro, Robert J., José

F. Ursúa, and Joanna Weng (2020).

Correia (2020) studied whether the application of NPI's (Non-Pharmaceutical Interventions)

during the "Influenza" period (fall 1918) was disadvantageous to the economy. NPIs

measures can both be positive as they reduce social interactions, but they are also harmful

measures for the economy as people are prevented from working to avoid the spread of the

virus, therefore consumption reduces, which leads to a reduction in economic activity.

Similar to COVID-19, the measures applied to protect the population during the "Influenza"
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were the closure of schools and public places, restriction of hours and social distance. This

author studied the correlation between the mortality of this pandemic and the growth in

manufacturing employment from 1914 to 1919, in several cities in the United States. As

shown in Figure 1, green dots are cities that have implemented NPIs for a longer period and

red dots are cities that have implemented NPIs for a short time. He was able to verify that

the implementation of NPIs has an inverse relationship with the mortality rate, as the cities

represented in green registered a lower mortality and a greater growth of their own

economies. Cities with red dots show the opposite scenario. The author concluded that cities

that implemented NPI measures for a longer period of time saw their employment levels

remain stable as less people died and allowed companies to maintain their production levels

without harming the economy.

For De Santis and Van der Veken (2020), the impact of the "Spanish flu" is different from

country to country, since in the most economically poor countries, access to health care is

more limited and costs are higher. This is not so noticeable in countries with stronger

economies. Also, according to the author, in low income countries, the real wage loss of

workers was expected to be twice as high as that of workers from high income countries

during the pandemic period which leads many economists to be concerned about the

inequity that the pandemic causes in many countries (Furceri, Loungani, Ostry & Pizzuto,

2020).

In Portugal, the virus initially spread through agricultural workers who regularly crossed the

border, but military displacements due to WW1 and population migrations were the most

responsible for the first outbreak of "Influenza" in Portugal (Jorge, 1918). According to Rosas

(2019), Portugal had a weak response to the pandemic. The Health System was not able to

respond to all requests as a large part of the available doctors were already fighting the

pandemic and the number of human resources capable of providing treatment was very

limited. Furthermore, due to the lack of access to radios, newspapers and even TV, the

population in the most rural areas had limited knowledge of health care, which explains the

higher number of deaths at that time. Frada (2005) states that, at the time of the "Spanish

Flu", Portugal was a country with a high poverty rate and thanks to that, due to low wages

and malnutrition, health care was minimal, which meant that these people had to resort to
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the public health system, which by itself, was not robust and made the number of deaths of

the poorest population significant.

3.2. H1N1 PANDEMIC “SWINE FLU” (2009-2010)

In early 2009, the virus that resulted in the last known pandemic before COVID-19, known as

the H1N1 pandemic or “Influenza A”, was first detected in Mexico. After a large number of

recorded cases of this new virus, the WHO declared this virus a pandemic and asked the

health authorities of all countries to monitor the spread of this flu to prevent it from

spreading as much as possible. According to information provided by WHO, more than

343.000 cases of the H1N1 virus were declared, causing 4.108 deaths around the globe

(Table 1). Although the spread of the virus was rapid and global, Europe and the Western

Pacific zone were the areas that reported the fewest cases and, consequently, the fewest

deaths to register, since the cities within these areas are developed cities where NPI

measures were applied early (see Correia, 2020) and, at the same time, the population has at

its disposal both a public health system and a private health system that allows a quick

response to the various needs that arise. As the pandemic situation evolved, the WHO

declared in April 2009 "International State of Emergency" and in July of that year, the state of

emergency rose to phase 6 as the virus had already spread across 5 continents. Despite all

the concerns, the impact of "Influenza A" was not as drastic as many experts anticipated (see

Jiménez-Corona, del Carmen Aguilar-Díaz, León-Solís, Morales-Virgen & de León-Rosales

2012).

According to Halder, Kelso and Milne (2011), in order to stop the spread of the H1N1 disease,

one of the main measures adopted, in the short term, was the closing of schools, a measure

that meets the measures used to stop other pandemics such as the "Great Influenza"

pandemic of 1918-1920 and more recently to COVID-19 (2019-present). This strategy is

considered to be one of the most costly for a government as it forces a huge number of

people to stay at home.
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3.3. IMPACT OF CRISIS ON SMALL & MEDIUM ENTERPRISES

According to Martins (2016), in recession periods, a big proportion of companies in order to

reduce their total costs, began by reducing their staff. To tackle this obstacle, the

combination of the decrease of the real salary along with the level of employment would be

a good solution but, unfortunately, in Portugal, with a low inflation rate and a restrict degree

of the nominal salary, it becomes harder to adjust the real salaries, therefore the only option

to reduce costs in companies is by dismissing workers. To evaluate the companies’ response

during the recession, a survey was asked about the shocks they might have felt in past

recessions, namely, demand shock, uncertainty shock, credit shock, default shock and supply

shock. Only 3,7% of the enterprises felt no shock which is a good signal but over 25% felt

negative shocks. The worst shock registered is the default shock which represents the

capacity of the clients complying with their obligations. It should be noted that small

businesses are the most affected mainly because of their difficulty of having access to credit.

For Sociedade de Consultores Augusto Mateus & Associados (2013), small and medium

enterprises was the category that felt more impact regarding credit granting, with a

reduction of 15% on the credit granting rate in 2011 (nominal terms), during the global

economic recession. This situation is very delicate for these firms as the tax burden increases

as well as the delay of payments. Also, the ratio of overdue credit is twice the value before

the recession, reaching a value of 13,5% in 2011, which is a value to be worried about,

particularly, by the people that take care of the economic policies. In 2012, the level of

companies with overdue credit increased more than 30%, which represented 1/3 of the total

of non-financial societies (before it represented only 1/5).

In the United States, the capital of small & medium companies is, generally, owned by

investors that have a big risk aversion concerning sharing the capital. The prefered way of

these firms financing themselves is if its proprietors have enough savings to inject in the

company, which becomes a problem during recession periods because these do not have

enough equity, so they need to ask for bank loans where conditions are very strict and if,

they get a loan, they need to relinquish assets of the company as a warranty (Berger & Udell,

1998).
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According to OECD (2009), there are stress indicators that explain the impact on SME´s which

are the increased payment delays on receivables and the increase in reported defaults,

insolvencies and bankruptcies. These indicators are correlated because if the company fails

the payments, the higher is the probability of reporting defaults. To combat these setbacks,

SME´s try to figure out other ways of having liquidity such as negotiating extensions on

payment delays or postpone investment plans in order to have liquidity available to surpass

or have the minimum impact possible during crisis periods. On the other hand, lending

money from banks became harder not only because of the higher risk but also due to banks

struggling on raising money from foreign markets which it turned out to be another setback

for SMEs affecting them, mainly, for not being able to make short-term loans, or if possible,

with very high interest rates.

3.4. ECONOMICAL CRISIS OF 2008-2015

In 2011, Portugal experienced one of the most difficult periods in its history, in economic

terms. The financial crisis that started in 2008 in the real estate sector in the USA had

gigantic repercussions on the world economy, affecting all continents, with the Eurozone in

particular. After Ireland and Greece, Portugal was the third country to ask the European

Union, the IMF and the ECB for a loan worth 78 billion euros to prevent bankruptcy.

At the same time, the new government that took office during 2011, implemented measures

to adjust the economy, such as cutting wages, reducing Investment and Public Expenditure,

which had a massive impact on the country's GDP, leading to an estimated reduction of 3% in

2012. On the other hand, taxes increased and there was a cut in reforms, which led to an

increase in the cost of living of the population and, consequently, an increase in

unemployment.

Although, at an economic level, the implemented measures allow to reduce the State’s

expenditure, at a social level, these measures can be considered catastrophic since they

destroy jobs and affect mostly the younger age groups, many of these young people looking

for the first job. Moreover, with the economy in decline, companies without investment

support will reduce costs and the measures applied in the short term translate in the

non-hiring of personnel and even the dismissal of employees who were already permanent
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(Observatório sobre as Crises e Alternativas, 2013). At the same time, between the 2nd

quarter of 2010 and the 1st quarter of 2013, half a million people lost their jobs (see figure

2). This reduction in jobs caused the number of unemployed people to increase, which

represented a 60% increase in this category and a 107% increase in the number of

unemployed young people (15 to 24 years old) (see figure 3).

One of the sectors of the economy that always suffers from economic recessions are

exportations. The financial crisis of 2008 left, globally, the countries very fragile and this

made them, in order to contain the maximum of costs, focus on the internal market to

supply themselves. According to Craven, Wilson, and Mysore (2020), in past economic

recessions, companies that survived were those that were able to make risky decisions about

managing their earnings and at the same time, reduce expenditure. Furthermore, with the

evolution of technology and constant innovation, those who adapt to this new reality are the

most capable of surviving challenging situations such as the pandemic that the world is

going through (Craven, Wilson, & Mysore, 2020).

3.5. COVID-19

The year 2020 will be remembered as the most drastic years of the 21st century, marked by a

pandemic that has already caused the death of more than 4.5 million people worldwide and

by causing thousands of people to lose their jobs, seriously affecting the global economy.

According to the WHO, several cases of pneumonia with unknown origin were diagnosed in

the city of Wuhan, China. It was only in the second week of the new year, after a high

number of registered cases of this virus, which had already been transported outside of

Chinese territory, that it was declared as the new SARS-Cov-2, virus that causes the disease

COVID-19. The symptoms of this disease are similar to the common flu, such as fever, cough,

breathing difficulties, muscle pain, among others... However, COVID-19 symptoms are

stronger, taking a larger number of people to intensive care units. In addition, this virus has a

transmission much more contagious than a common flu, which led to a very high number of

cases at such an early stage of disease diagnosis. As stated above, according to Worldometer

(2021), by the end of the third quarter of 2021, more than 230 million cases of people had

been diagnosed with the virus SARS-Cov-2 worldwide of which 4.5 million, unfortunately,
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failed to survive. This pandemic is not the first to occur and most likely will not be the last. All

events are part of evolution and growth, and from them one must take lessons and progress.

According to Gates (2020), the poorest countries will have the most difficulty in overcoming

this virus because the access to primary health care is very limited and with the lack of

hygienic care due to the lack of economic resources, people's immune systems will not get

stronger over time. Also, in these countries, access to the health system is very limited,

which makes these services inefficient and leads to higher mortality. Measures applied to

combat the pandemic vary from country to country and very different approaches to

protecting the population were found. Some countries such as China, New Zealand and

South Korea have bet on massive population testing and strict isolation periods, which has a

great impact on the economy as face-to-face commerce is suspended and unable to work

(González-Castro, Escudero-Acha, Peñasco, Leizaola, Pinillos Sánchez & de Lorenzo, 2020).

On the other hand, particularly in European countries, they decided on a general

confinement of the population at an early stage of the pandemic and, in a second stage, to

gradually reopen the economy, warning people to take proper care and return to normality,

although this measure does not prevent the growing number of positive cases of the virus.

Eventually, there was a second general confinement of the population, but only in this way it

can have the least impact on the economy. On a positive note, this pandemic has forced

companies to reinvent themselves. With the impossibility of people going to the stores in

person, the only way to consume was through the digital market, which served as leverage

for many businesses.

For the economic recovery to be as smooth as possible, it is necessary to invest in areas that

can develop treatments and vaccines to ensure greater protection for the population. This is

the only way to guarantee better monitoring of the virus and possible eradication. However,

it is not possible to test the entire population at the same time, so it is necessary to prioritize

the population by health professionals, the elderly in order not to significantly affect the

economy and not cause an increase in the number of infections, as according to Gates

(2020).
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COVID-19 will not be the last pandemic that humanity will face but these are the moments

that serve as a learning curve and will allow society to draw conclusions on how to act in

future crises.

3.6. ECONOMIC FACTORS INFLUENCING THE AZORES

Forty years after the 1974 revolution, the economy of the Azores evolved in such a way that

the tertiary sector became the sector that generated more employment which was not the

case before the year of 1974. Thanks to this, the primary sector was valued, namely, the milk

production sector which, consequently, valued the dairy industry (Fortuna, 2016). For the

author, there are three main economic indicators that explain the phenomenon stated

above:

● Evolution of the population

● Evolution of employment

● Evolution of GDP

From 1911 to 1960, the population of the Azores was increasing, according to statistics. From

what can be seen, during this interval of years, the adopted policies led to better living and

working conditions, which led to the population settling. On the other hand, in the 70s, the

Azores region was unable to keep up with the economic evolution that was taking place in

the world. This led to the impoverishment of families, worst living conditions and, in order to

have acceptable living conditions, they resorted to emigration, mainly to North America. In

1974, the revolution happened in which the regime changed from dictatorship to democracy

and from there, the economy began to recover, improving the living conditions of the

population which later led to its establishment (Fortuna, 2016).

The number of people employed in the Azores stayed practically constant, after Portugal's

entry into the European Union, showing a growing trend in the 1990s and early 21th century,

reaching a maximum number of approximately 112.500 people employed before the 2008

global economic crisis. According to Fortuna, 2016, this peak was due to real estate

speculation at the time, which led to a high number of public works that, from one moment

to the other, made workers unemployed due to the lack of capacity of construction
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companies to pay wages due to the drastic reduction in demand for housing both locally and

globally. In 2009, there was a drop of 66% in the number of workers in this sector (about

12.000 workers) which, in relative terms, represented around 10% of the population

employed before the crisis. Since 2014, after the period of Authority that Portugal lived in,

the economy began to recover again and in 2015, there were around 108.000 people

employed, values ​​already close to the pre-crisis period, positive values whereas, two years

earlier, the employed population was less than 100.000 people.

Gomes (2014) states that employment can be divided into tradable and non-tradable sectors

in order to verify the economic implications of the employment numbers. The tradable

sectors are the sectors that compete with the outside and, on the other hand, the

non-tradable sectors focus on internal demand. The author verifies that the non-tradable

sectors are the ones that have been growing over the years, but interrupted in 2009 due to

the economic crisis and the growth is practically nil after that period. Tradable activities

follow the opposite path and have been decreasing year after year. In light of the above

mentioned, Gomes (2014) states that this situation only occurs when the economy receives

sufficient extraordinary income and that this is the only way to sustain an economy more

focused on domestic consumption than exports.

For Jacquinet (2019), GDP is " the indicator that measures the monetary value of all goods

and services produced, on the basis of a monetary consideration, and evaluated based on

market prices". In other words, it is an indicator of the wealth generated by the entire

population through their work. Over the last 20 years, the trend has been positive in terms of

GDP growth in the Azores, having been interrupted in 2008, the year of the global economic

crisis. Fortuna (2016) states that the growth trend of economic variables, in current values, is

common around the world. Indicators such as purchasing power are corrected in parity to

determine the different costs of living from region to region in order to verify which regions

are eligible to receive aid from the European Union. According to Table 13, in the Fortuna

(2016) article, it is possible to verify that the Azores were always the peripheral region of

Portugal that most converged with the European average, despite being the region with the

lowest GDP per capita. It was only in 2008, the year of the world crisis, that the Azores

reached the value that the Autonomous Region of Madeira registered at the beginning of the

millennium.
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Finally, Fortuna (2016) states that the sectors of activity that contribute most to the increase

in GAV are "Public administration and defence" and "Commerce, transport, accommodation

and restaurants". These sectors have been growing in recent years until 2008, having

registered a decline in that year. On the other hand, even with the economic crisis, the

sectors of "Agriculture and fisheries" and "Real estate activities" maintained their growth

levels, however, slow and, as mentioned above, the sector of "Civil construction" fell sharply.

It can be said that the evolution of the Azores economy is dominated by non-tradable

activities since their impacts are much higher than the impact of tradable activities such as

agriculture and fishing (Gomes, 2014).
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4. METHODOLOGY

In this chapter, the methodology used to carry out this dissertation will be described. Also,

the methods for collecting the data will be explained, as well as the procedures to be used.

The aim of this study is to verify the impact that the COVID-19 pandemic had on the external

relations of small and medium-sized companies in the Azores. In other words, it is intended

to investigate whether exports represent a significant portion of the annual business volume

of these companies and how they were affected by the pandemic.

The main objectives of this study are:

● Verify the dependence that Azorean small and medium-sized companies have on

foreign markets;

● Evaluate the impact that the COVID-19 pandemic had on the operations of these

companies;

● Check what measures the companies took to mitigate the impact of the pandemic

and recover from the adversities they faced.

These objectives are intended to answer the following question: “What measures should be

taken in order to mitigate the risk(s) of future economic recessions?”

For the realization of this project, the technique used for data collection was filling out an

online questionnaire by companies considered to be of small or medium size. In order to

obtain a greater number of responses, this questionnaire was sent to "Câmara de Comércio

de Ponta Delgada" to distribute among its network of companies on the island of São Miguel,

Azores.

The questionnaire used to collect information is divided into three sections. The first part is a

characterization of companies by sector, number of employees, annual revenue and the

main exportation markets. In the second part of the questionnaire, it is intended to

investigate what impacts the pandemic had on company operations in a first phase, such as

whether it was necessary to lay off employees or resource bank credit for the survival of the

company or what strategies were used if not were granted credit to these companies. Finally,
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the third and last part of the questionnaire intends to verify what measures were used by

companies to mitigate the impact of the pandemic on their activity.

The software used for the construction of the questionnaire for the collection of data was

"Google Forms". The questionnaire was sent in two different periods. The first distribution

took place in the last quarter of 2020 and the second one occurred during the second

quarter of 2021.
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5. RESULTS & DISCUSSION

5.1 RESULTS

This section will present the answers obtained from the questionnaire sent to several small

and medium-sized companies in the Azores to carry out this work. A universe of 17

responses was obtained, a sample that is not very representative of the number of

companies that exist in the Azores, but where it is possible to verify the different impacts felt

during this period of economic instability and it is already possible to draw some conclusions.

The form was sent to several companies that carry the “Açores" brand (see

https://www.marcaacores.pt/index.php), a Regional Government program where companies

apply for and which allows them to receive greater exposure of their business in major

national and international events, which leads to a greater exposure of their own brands.

Of the companies that responded to this form, approximately 50% belong to the primary

sector. This value is representative of reality since the Azores Region is one of the largest

producers of milk and meat on a national level which later serves to supply, in large part, the

national market and also, for international markets (see Chart 1).

A company is considered small or medium if it has a number of employees up to 249

employees or an annual revenue up to 50 million euros. Through this definition, we verified

that, of the respondents, only one company does not fit in this category, therefore it will be

considered an outlier for this study (see Chart 2).

In 2019, it was possible to verify that approximately 29% of the companies surveyed had an

annual income between €500,000.00 and €1,000,000.00 and about 24% had total revenues

between €1,000,000.00 and €10,000,000.00 (Chart 3). These values ​​are considered very

positive, since just over half of the companies that participated in this questionnaire have up

to 10 employees of staff (Chart 2). Through the results obtained, it was found that for

approximately 24% of SMEs, exports represent between 10% and 25% in the annual income

of these small businesses (Chart 4). Question 5 of the survey inquired respondents about the

markets that had the largest representativeness on their exports in the Azorean market.

Nearly 53% of small and medium-sized companies send their products to external markets

that serve mainly to supply the national market, more specifically, the Autonomous Region of
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Madeira and Mainland Portugal. Then follows the European continent with 33% demand for

Azorean products, North America is a market where 27% of the Azorean SMEs that

participated in this study send their products and, finally, the Asian continent, which has less

market than the continents mentioned above, but still, 2 companies said they export their

products to that continent (Chart 5).

The second part of the questionnaire aimed to assess the impact that the COVID-19

pandemic has had on the company's operations. It was possible to ascertain that, from the

responses obtained, around 76% of the Azorean companies suffered a negative impact on

their operations (Chart 7), being the main reasons the following (Chart 8):

● Customer reduction (61,5%);

● Inability of suppliers to comply with their obligations (38,5%);

● Lack of cash (30,8%);

● Transport costs and logistical difficulties (7,7%);

● Reduction in the number of flights to ship products (7,7%).

Faced with such a situation of economic recession, one of the measures that companies

took, in the short term, was to lay off employees in order to reduce costs. On a positive note,

88% of respondents did not adopt this measure which allowed many people not to lose their

sources of income, especially at a time of economic crisis (Chart 9). On the other hand, all

companies that decided to fire employees to reduce costs, reduced their staff by 10% (Chart

10).

As it was possible to determine, with the stagnation of the economy, many companies saw

their sources of income drastically decrease, leading to a reduction in their liquidity to meet

their obligations (Chart 6). This situation is mostly due to the reduction of clients as

mentioned above, according to 62% of SMEs that participated in this study (Chart 8). To

overcome this situation, in order for companies to not go out of business, many of them

decided to request bank loans. Of the responses obtained, approximately 53% of companies

felt the need to find support with banking entities to maintain their business, but, only 47%

of companies saw their credits approved (Chart 11).
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To reverse this situation, companies that had difficulty in requesting bank credit had to take

management decisions in order to maintain their operations. One of the measures adopted

was the suspension of possible investments to be made in the near future. Although the

purpose of making investments is to increase companies' production capacity and, in turn,

their wealth, at a time when the economy is at a standstill, it would be very difficult to obtain

a positive ROI, causing companies' debts to increase even more, assuming that companies

would resort to external financing. On the other hand, it was possible to verify that, in order

to obtain liquidity immediately, some companies decided to recover outstanding credits with

third parties so they do not enter in default with their obligations. Given the size of the

business structure in the Azores region, there are many businesses that, due to their short

time in the market, are considered micro-enterprises and due to this designation, it was not

possible to grant credit to sustain this category of businesses (Chart 12).

Finally, the third and last part of the questionnaire intended to verify what measures

companies have taken to mitigate the negative impact of the pandemic on their operations.

In view of the evolution of the pandemic situation in Portugal, government entities decided

to adopt measures to support companies and workers.

Still at an early stage of the pandemic situation worldwide, it was intended to verify what

measures companies have taken in order to mitigate the risk of falling income. From the

participating companies, we can see the following strategies that were adopted (Chart 13):

● Postponement of investment plans;

● Use of bank credit lines;

● Establishment of a positive mechanism for communicating information between

employees, customers and suppliers;

● Negotiation of new payment terms.

Thus, the lay-off program and support for the progressive resumption of activity emerges.

The lay-off program is the "temporary reduction of the normal working period or temporary

suspension of the employment contract of one or more workers, carried out by employer's

initiative, due to a legally foreseen reason (economic situation, catastrophe, etc.) and with

the objective of ensuring the economic viability of the company and the maintenance of the

job(s) in question" (source: “Infopédia”).
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With the possibility for companies to receive state support, this program is an opportunity

for companies to reduce the negative impact of the situation that the whole world is

experiencing. Through the questionnaire sent to small and medium-sized companies in the

Azores, from the sample collected, we can verify that around 82% of the companies decided

not to join the lay-off program (Chart 14). Although the world is in a situation where financial

support is essential for companies, there are reasons why this phenomenon happened.

As mentioned at the beginning of this dissertation, the business environment in the Azores is

fundamentally made up of small and medium-sized companies. Given this situation, it is

possible to affirm that many of these companies are family businesses in which the

company's managers are their own spouses and descendants (Chart 16). In addition, it was

found that the main exports of the Azores serve to supply the national market of primary

goods. This means that the work of these companies remained or even increased due to the

greater number of people who started working from home. Due to this situation, the lay-off

program does not accept applications from companies that did not have a drop in revenue,

which makes this percentage justified (Chart 16).

On the other hand, of the companies that stated that they applied for the "lay-off" program,

approximately 67% of the sample stated that despite receiving state support, they would not

close their doors if the application had been refused, they would only have greater

difficulties to fulfill the obligations (Chart 15).

5.2. DISCUSSION

In this chapter, an analysis will be made of the results obtained in the survey carried out on

small and medium-sized companies in the Azores, regarding the impact of COVID-19 on their

operations. Also, the results obtained from the questionnaire of this dissertation will be

compared with the study carried out by the Chamber of Commerce of Ponta Delgada on the

impact of COVID-19 on the economic activity in the islands of São Miguel and Santa Maria

and verify if there are any trends in the results.

As previously mentioned, Azorean companies are dependent on sales abroad as they

represent a significant portion of their annual revenue sources. But, given the closing of
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borders, the substantial reduction in the number of flights abroad and the reduction of

maritime transport, it was very difficult or practically impossible to sell some products. Due

to this situation, it is possible to verify that the trade balance in 2020 worsened as exports

decreased and imports increased. In addition, the sectors in which the largest falls in value

occurred, in monetary terms, are the sectors that the companies that responded to this

questionnaire are part of.

According to the SREA, the sector of "agriculture production, animal production, hunting and

forestry" suffered a double impact as, with the economic crisis, exports decreased and,

conversely, imports increased. It can be seen that, in this category, from 2019 to 2020, there

was a decrease in exports of 18%. In addition to this, imports grew substantially, from

approximately €12M (Table 5) to €24M (Table 6), practically double the amount spent on the

previous year. That said, in these types of situations, sales abroad reduce for companies that

have a small size and we can see that this phenomenon is happening in the companies that

participated in this study.

In relation to exports of dairy products, one of the main production sectors in the

Autonomous Region of the Azores, there are several scenarios for different markets it can be

discussed. According to SREA, from 2019 to 2020, within the region, exports between islands

decreased from approximately €29.362.000,00 to €26.962.000,00, a reduction of 8.2% (Table

7). Also, exports from the Azores to the mainland of Portugal witnessed the same

phenomenon, it suffered a reduction in the order of 2.3% (Table 8), not so significant as the

exports among the azorean islands. On the other hand, exports to the European Union and

third countries grew during the pandemic period. There was a growth of around 62% in the

volume of exports from 2019 to 2020, surpassing a monetary value of 30 million euros (Table

9). Third countries have also registered a growth of 15%, reaching an approximate value of 7

million euros (Table 10). From a global point of view (Table 11), given the great growth in the

value of exports to the European Union, we see that this economic sector had a positive

balance and we can say that the strategy defined by the region was to sell abroad, as the

purchasing power is substantially higher and, thus, by charging higher prices, the impact of

the reduction in the volume of exports to the domestic market is minimized.
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Analyzing the general panorama, it appears that the trade balance of the Azores worsened

from 2019 to 2020, even with the growth of some sectors such as the dairy sector,

mentioned above. In 2019, there was an export volume of 115 million euros against an

import volume of approximately 143 million euros (Table 5). Assessing these values, it can be

concluded that the coverage rate was 81%, that is, exports can only cover 81% of

expenditure on imports. In 2020, the situation worsened, much due to the COVID-19

pandemic. The volume of exports decreased by around 9.5% compared to the same period

of the previous year and, in turn, the volume of imports grew by 3% compared to the same

period of the previous year, reaching almost 147 million euros. With the decreasing in

exports and the increasing in imports, the coverage rate worsens, dropping to 71%, thus

increasing the region's costs. Therefore, it is very important to support small and

medium-sized companies in the reopening of the economy in order to produce more, be

more competitive, increase their income and, consequently, the region's wealth. It is

important to mention that São Miguel is the island with the greatest representation in terms

of entry and exit of goods in the Azores Region (Table 12), with exports from this island

representing approximately 77% of the total volume of exports in the region. Imports follow

the same trend, with 81% of the total volume of imports referring to the island of São

Miguel, the island with the largest population in the Azores.

The Ponta Delgada’s Chamber of Commerce and Industry carried out a questionnaire to

assess the economic impact that the COVID-19 pandemic had on the economic activity of

companies in the islands of São Miguel and Santa Maria. Similarly to the questionnaire

carried out for this dissertation, the form launched by the CCIPD had a response rate of

approximately 19%, that is, the sample collected is small and the conclusions drawn may not

apply to all small and medium-sized companies. As expected, the pandemic had a negative

impact on these businesses and, according to the CCIPD, between March and December

2020, the fall was over 90% (Chart 17) compared to the same period of the previous year and

in the last quarter of 2020, the impact reduced to approximately 85% (Chart 18). Comparing

these values ​​with the negative impact of the companies that participated in the

questionnaire of this dissertation, it can be stated that the impact was similar in a large

number of small and medium-sized companies in the Azores.
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The CCIPD also intended to verify if companies applied for programs to support the

economic recovery of their operations. Of the responses received, two-thirds said they

received government support, namely, access to specially created credit lines due to the

pandemic or bank moratories for a certain period of time. However, approximately 50%

(Chart 19) of these companies stated that the application process was long and too

bureaucratic. At a stage where the world economy is fragile, companies cannot take very

long to receive public support because the longer they wait, the longer it will take to resume

their activities which may cause the definitive shut down of these businesses in the

short/medium-term. On the other hand, a significant number of companies did not receive

state support for not meeting certain requirements because, as mentioned before, there is

too much bureaucracy. In many cases, due to the small size of the companies, the personnel

who are in charge of these businesses do not have the basic knowledge of business

management to enter into bureaucratic processes and, therefore, prefer not to proceed with

the application. Furthermore, it was stated in a response to the questionnaire made for this

dissertation that, as the company was new in the market, it was considered as a

micro-enterprise due to lack of sales, therefore, it was not eligible for public support. At a

time when the whole world was affected, these new companies should receive public

support, even if it is in a smaller percentage, as these companies will continue to pay taxes

and will contribute to the increase of the country's wealth and the State, in these situations,

has to be a partner and not an obstacle to the growth of these businesses.

This crisis, despite causing a lot of damage to the economy, is also an opportunity for

learning, to see what was done well, what mistakes were made and draw conclusions so that

in the future we can act in the least harmful way.

In the future, when the economy recovers from the negative impact of the pandemic and is

constantly growing, there are certain measures that small and medium-sized companies

should adopt so that, not only in times of public health crisis, they can mitigate the risk as

much as possible. and overcome adverse periods. That said, these businesses should

consider investing in information and communication technologies (ICT) as, for example, the

creation of an online sales channel. With the impossibility of people to leave their own

houses during the general confinement period of the population, small businesses such as

grocery stores or small local supermarkets despite having their usual clientele, saw their
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incomes decrease substantially because most customers chose to do their groceries in large

commercial areas. On the other hand, street stores that sell clothing, crafts or any other

non-food item have been deprived of work. Thus, with the online sales channel, they can

continue to sell even with the physical store closed and, with good marketing and

dissemination of the products on social networks, it can lead to the acquisition of new

customers which, consequently, will lead to an increase in the sources of revenue. Another

solution to apply is the creation of a direct communication channel between seller and

buyer. That is, there’s a dedicated line for the buyer to place their order and then the seller

takes the goods to the buyer's home and the buyer pays at the door. This solution was even

applied by some businesses during the COVID-19 pandemic, and it was very helpful for

people who were in prophylactic isolation and who had no way to go to the supermarket to

buy essential goods but the companies that did not apply this measure in this period, know

that it had a positive effect and can be applied later in the future.

On the other hand, the Government must play a more preponderant role when it comes to

supporting companies in periods of economic recession. Many companies felt that support

measures were not sufficient, inadequate for many activities and that they mostly helped

large firms. The economy was paralyzed due to a government decision, in other words, the

financial difficulties that companies are going through are not due to poor financial

management but to the impossibility of working. In these types of situations, companies

need liquidity and not incur debt, therefore, government entities should create

non-repayable support lines in order to help all types of business, as long as they were

profitable before the pandemic or if they had an economic situation stabilized. In addition,

companies continued to bear fixed costs such as electricity, water, taxes that include the

maximum applicable VAT rate. Given the suspension of labor activity mandated by the

government, the latter, at least, should allow tax savings to these businesses that are already

experiencing difficulties and do not need another obstacle to their economic survival.
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6. CONCLUSION

To conclude, the completion of this dissertation allowed for a detailed analysis of the

economic reality of the business sector in the Autonomous Region of the Azores in a period

of crisis. This pandemic is considered, by many specialists, to be the most devastating of the

21st century, on a political, social and economic level. With the evolution of the number of

infections and, consequently, the number of deaths, local governments were forced to

declare a state of emergency and force people to be confined to their homes, preventing

them, in many cases, from going to work. This decision had a resounding impact on many

companies that, failing to generate liquidity, closed their business, causing many people to

become unemployed.

A literature collection of pandemics that occurred over the years was made. There were

several public health crises such as the 2010 H1N1 flu (also known as “Swine Flu”), the black

plague that victimized a large number of people in the 14th century, but at the beginning of

the 20th century, more specifically between the years 1918 and 1920 (according to the

records), happened the "Great Influenza Pandemic" also known as the "Spanish Flu", a

disease that is recognized as one of the deadliest in history due to the rapid contagion of the

virus that caused serious respiratory illnesses such as pneumonia. Despite having been a

pandemic that happened in the most recent years of history, it was not possible to draw

conclusions about the economic and social impact that this flu caused. At a time when the

world was not, yet, developed, it coincided with the end of WW1, probably one of the

reasons why this virus has spread throughout the world on a large scale with the return of

soldiers to their home countries.

After this, an analysis was made of the impact that small and medium businesses felt at an

early stage in the face of the interruption of the economy through a questionnaire. As

expected, a large part of the companies that participated in this study felt a negative impact

not only because of the pandemic itself but due to the restriction measures implemented by

the Government in order to protect the population from the spread of the virus. Faced with

this situation, these businesses had to take measures to mitigate the risk in the short term,

which could make the difference between continuing to operate in the future or closing
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down for good. From the information gathered, more than 50% of the companies surveyed

needed to resort to bank credit lines in order not to default on their obligations.

It is not possible to state that companies are, to a large extent, dependent on exports since,

of the companies that participated in this survey, exports weigh little or nothing on the

annual earnings of some companies and in other firms, exports represent their sales almost

entirely.

Overall, we can conclude that:

● The COVID-19 pandemic negatively affected most of the companies that participated

in this study.

● The Government support measures were insufficient and inadequate for several

business activities.

● Even with the global volume of exports having decreased in 2020 compared to the

previous year, some sectors of activity registered a growing trend since a large part of

the goods and services that leave the region supply the domestic market.

It is often said that the worst times are the best times to learn. In the future, when the world

finds itself in a period of economic weakness, companies will fight these adversities more

effectively as they have already experienced these moments in the past. Therefore, for the

impact to be minimized in the future, small and medium-sized companies must bet on digital

channels to get closer to the customer. By betting on the digital sector, it allows a greater

target of people who, just by selling locally, would never reach. On the other hand, the State

must play a more supportive role rather than an obstacle. As already stated, companies that

are prevented from working due to government decisions need liquidity to survive and not

more debt.
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7. LIMITATIONS AND RECOMMENDATIONS FOR FUTURE WORKS

As expected, there were limitations during the completion of this dissertation. First of all, as

the topic is still recent, that is, there is not enough literature to make an in-depth analysis of

past events and what conclusions were drawn. Second of all, we still are living in a period

which COVID-19 is not yet fully controlled and it is too early to effectively verify what the real

impacts the pandemic had on SMEs were. Lastly, another limitation to this study was the

poor adherence of companies to respond to the questionnaire sent. The sample collected

was small and because of that, it is not possible to draw general conclusions about the real

impact felt by SMEs during this period of economic recession. If, on the other hand,

face-to-face interviews were carried out, the number of responses obtained could be higher

and the conclusions drawn would be stronger.

For future work, the recommendation would be to repeat the interviews but in a face-to-face

model and allowing for open answers. To evaluate how companies responded to the

pandemic since its beginning, some questions could be introduced. Those questions would

be about new ways of working or doing business.
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9. ANNEXES

9.1 LIST OF FIGURES

FIGURE 1 - CORRELATION BETWEEN 1918 FLU MORTALITY AND THE GROWTH IN MANUFACTURING

EMPLOYMENT FROM 1914 TO 1919 CENSUS YEARS

FIGURE 2 - EVOLUTION OF THE EMPLOYED POPULATION BETWEEN 2008 AND 2013
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FIGURE 3 - EVOLUTION OF THE UNEMPLOYED POPULATION BETWEEN 2008 AND 2013

FIGURE 4 - VAB POR SETOR NA REGIÃO AUTÓNOMA DOS AÇORES, 2015
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FIGURE 5 - VAB POR RAMOS DE ATIVIDADE NA REGIÃO AUTÓNOMA DOS AÇORES (MILHÕES DE EUROS)
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9.2 LIST OF TABLES

TABLE 1 - ACCUMULATED NUMBER OF CASES OF H1N1 INFLUENZA UP TO SEPTEMBER, 2009

TABLE 2 - VALUE OF EXPORTED GOODS BY COMPANIES IN THE AZORES

TABLE 3 - OUTPUT OF FISH PRESERVES AND PREPARATIONS
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TABLE 4 - COMMERCIALIZATION OF THE MAIN DAIRY PRODUCTS BY DESTINATION

TABLE 5 - INTRA-COMMUNITY AND EXTRA-COMMUNITY COMMERCE IN THE AZORES, 2019
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TABLE 6 - INTRA-COMMUNITY AND EXTRA-COMMUNITY COMMERCE IN THE AZORES, 2020

TABLE 7 - COMMERCIALIZATION OF MILK IN THE AUTONOMOUS REGION OF THE AZORES IN €, 2019 VS

2020
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TABLE 8 - COMMERCIALIZATION OF MILK TO THE MAINLAND PORTUGAL, IN €, 2019 VS 2020

TABLE 9 - COMMERCIALIZATION OF MILK TO THE EUROPEAN UNION, IN €, 2019 VS 2020

TABLE 10 - COMMERCIALIZATION OF MILK TO THIRD COUNTRIES, IN €, 2019 VS 2020
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TABLE 11 - TOTAL COMMERCIALIZATION OF MILK LEAVING THE AUTONOMOUS REGION OF THE AZORES, IN €,

2019 VS 2020

TABLE 12 - VALUE OF IMPORTED AND EXPORTED GOODS BY COMPANIES ON THE ISLANDS OF SÃO MIGUEL AND

SANTA MARIA IN 2020
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TABLE 13 - GDP P/ CAPITA (EUROPE=100)

TABLE 14 - POPULAÇÃO RESIDENTE DOS AÇORES EM 2020
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9.3 LIST OF CHARTS

CHART 1 - WHICH ECONOMIC SECTOR DOES YOUR COMPANY BELONG TO?

CHART 2 - BEFORE THE COVID-19 PANDEMIC, HOW MANY EMPLOYEES BELONGED TO THE COMPANY'S STAFF?
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CHART 3 - IN 2019, WHAT WAS YOUR COMPANY'S ANNUAL SALES VOLUME?

CHART 4 - OF THAT VOLUME, WHAT PERCENTAGE IS REFERRED TO EXPORTS?

CHART 5 - WHAT ARE THE MARKETS THAT HAVE THE MOST IMPACT ON YOUR BUSINESS?
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CHART 6 - IN 2020, WHAT WAS THE PERCENTAGE OF SALES REDUCTION COMPARED TO THE SALES VOLUME FOR

2019?

CHART 7 - ON A FINANCIAL LEVEL, DID COVID-19 HAVE AN IMPACT ON YOUR COMPANY?
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CHART 8 - IF YES, WHICH ONES?

CHART 9 - WAS IT NECESSARY TO DISMISS EMPLOYEES?

CHART 10 - IF YES, IN WHAT PERCENTAGE WAS THIS REDUCTION?
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CHART 11 - WAS IT NECESSARY TO RESORT TO BANK CREDIT TO AVOID DEFAULTING ON THE OBLIGATIONS?

CHART 12 - IF NOT ALLOWED, WHAT WAS THE STRATEGY USED TO REVERSE THIS SITUATION?
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CHART 13 - WHAT MEASURES HAS YOUR COMPANY TAKEN TO MITIGATE THE IMPACT OF THE COVID-19

PANDEMIC ON YOUR COMPANY?

CHART 14 - DID YOUR COMPANY ADHERE TO THE “LAY-OFF” PROGRAMME?
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CHART 15 - IF YES, DO YOU FEEL THAT, IF IT WASN'T FOR THE “LAY-OFF”, YOUR BUSINESS WOULD HAVE CLOSED

DEFINITIVELY?

CHART 16 - IF NOT, WHAT WERE THE REASONS FOR NOT APPLYING?
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CHART 17 - IN MARCH, COMPARED TO THE PREVIOUS YEAR, WAS THE IMPACT OF THE CRISIS ON BUSINESS

POSITIVE OR NEGATIVE?

CHART 18 - IN THE MONTHS OF OCTOBER TO DECEMBER, COMPARED TO THE PREVIOUS YEAR, WAS THE IMPACT

OF THE CRISIS ON BUSINESS POSITIVE OR NEGATIVE?
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CHART 19 - IF YOU APPLIED FOR SUPPORT MEASURES, WHAT IS YOUR OPINION ABOUT THE APPLICATION

PROCESS?
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