Capitulo VII

Ad Perpetuam Rei Memoriam:
The Negligence of Micro and Small
Companies (MSc) During
the covid-19 Pandemic in Brazil

Luciana Rosa de Souza

Introduction

icro and small companies (MSc) are fundamental in

the Brazilian economy because they stand out as gen-
erators of employment, income, and tax collection, being ex-
tremely necessary for the social and economic development
of the country. In 2020, MSc were responsible for 99% of the
business sector, 30% of the Brazilian GDP, and 52% of the
formal jobs generated in Brazil (Brazilian Service of Support
to Micro and Small Enterprises [SEBRAE], 2020). Since 1985,
when the participation of small companies reached 21% of
GDP, they have been seen as essential for the generation of
employment and income, engendering wealth in the coun-
try. According to a study by SEBRAE (2020) Micro and Small
Enterprises accounted for 30% of Brazil’s total production in
2020.

Between 2006 and 2019, small businesses created 13.5
million jobs, while at the same time, medium and large com-
panies generated 1.1 million jobs (SEBRAE, 2020). Regarding
the offer of formal jobs, small companies are responsible for
more than half of the vacancies offered. Thus, trade and ser-
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vices predominate among small companies, which together
represent 23% and 30% of GDP, respectively. The fact that
these segments are present in all Brazilian municipalities
makes these companies essential for the economic activity
of the country.

Among the crisis caused by the coronavirus pandem-
ic, micro and small companies generated 293,000 new jobs
between January and December 2020, after the most acute
moments of the crisis, while medium and large companies
eliminated 193.6 thousand jobs. The country closed, in 2020,
with 142.7 thousand new vacancies (SEBRAE, 2020).

In this sense, SEBRAE (2020) highlights that the pro-
motion of small companies is strategic to reduce the effects
of an economic crisis. Due to the ability to operate with few
employees, these companies are less prone to layoffs, man-
aging to go through periods of crisis while maintaining their
employed workforce with a low layoff rate. However, smaller
companies still face difficulties in accessing credit and lever-
aging their activities, in both public and private financial in-
stitutions. In this sense, Carvalho and Abramovay (2004, p.
17) affirm that “the Brazilian financial system does not meet
the needs of small and micro enterprises”.

Thus, the role of public policies to support small busi-
nesses in Brazil during the pandemic could be observed by en-
terprises that fall under the Complementary Law 123/2006,
Individual Microentrepreneurs (IMEs), microenterprises
(MEs) and small enterprises (SEs) (Brazil, 2006; SEBRAE,
2016). An important question is: Have public policies reached
the right business? It starts from the hypothesis that public
action was insufficient to meet the demand created by the
social isolation necessary to prevent the spread of covid-19.
The objective is it to characterize the public policy aimed to
support small companies; ii) to observe the scope of this pol-
icy in terms of eligible businesses that have or do not have
access to it; iii) to critically analyze the actions carried out
during the pandemic. For this study, quantitative research
methods were used, through the analysis of secondary data
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and qualitative research methods through semi-structured
interviews, in order to answer the research question, and
reach the research objectives. This paper was structured in
four analytical lines, the first one describes the impact of the
pandemic on small businesses. The second studies the role
of entrepreneurs in the design of emergency actions to face
the contingencies of the pandemic. The third analyzes the
impact of the pandemic on women entrepreneurs, and, final-
ly, the last section details the public policies aimed at micro
and small businesses during the pandemic.

Impact of the Pandemic on Small Businesses

The global health crisis caused by covid-19 severely impact-
ed economic activities In the World in 2020, creating a con-
traction in the Brazilian GDP of 4.1%. After the downturn, in
the second quarter of 2020, the economy started its recovery
trajectory, albeit gradually and with uncertainties. The Inter-
national Monetary Fund (IMF, 2021) estimates, for the year
2022, a growth of Brazilian GDP of 1.7%, below the estimate
for world GDP and for Latin America and the Caribbean,
which are expected to grow respectively by 3.2% and 3%.

In this pandemic context, the economic sectors consid-
ered more sensitive to the “economic virus”, were the Micro
and Small Enterprises (MSEs) and freelancers (IME), espe-
cially those operating in informality (Nogueira et al., 2020).
These companies are considered more vulnerable due to low
working and limited capital reserves. Among them, the most
affected is named, in Brazil, Individual Micro-entrepreneur
(IME), since their main activities are services considered
non-essential.

At the beginning of the pandemic, all activities con-
sidered non-essential businesses had to close forcibly, which
impacted MSEs and forced the implementation of public poli-
cies to maintain employment levels and to launch credit pro-
grams by segment and size of companies (SEBRAE, 2020).
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In this context, small businesses are considered the
most vulnerable to the crisis because they have reduced
cash flow (SEBRAE, 2017). And among small businesses, the
most affected is the Individual Micro-entrepreneur (IME), as
shown in Figure 1. With the fall in consumption due to social
isolation, the IMEs, although formalized, have difficulty mak-
ing sales for their survival, since, in many cases, services are
provided in person (ISAAC, 2020).

Figure 1. Distribution of the Most Vulnerable Small Businesses by Number

Small business I 568,738
Microemerprise _ omsy
lndiVidualmicro-en‘trepeneur _ ?’?64’291

2,000,000 4,000,000 6,000,000 8,000,000

Note: Values updated from 08/24/2022.
Source: Own elaboration, based on SEBRAE.

In the Figure 2 it is shown the vulnerability of Brazilian small
businesses, which is often directly related to the physical
presence of customers.
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Figure 2. Distribution of Small Businesses Among the Most
Vulnerable Segments (in thousands)

Technology-based industry W 54,271
Creative economy I 162,347
Pet shop and vet M 175524
Craftsmanship I 339,537
Turism I 425372
Educational services N 475818
Health N 729,065
Auto repair shops and parts NN 760,232
Logistics and transport | NN 1077933
Beauty NN 276,780
Food services I 1 570,836
Fashion I 1,670,290
Construction I 1,901,509
Traditional retail [ NG © 259,540

500,000 1,000,000 1,500,000 2,000,000 2,500,000

Note: Values updated from 08/24/2022.
Source: Own elaboration, based on SEBRAE.

Table 1 below summarizes the impact of the pandemic on
different business sectors. Through the data, it is possible to
note that the activities most impaired were those directed
at families and that demanded greater mobility and physical
contact, such as those related to services, as a result, the de-
mand was strongly affected by sanitary restrictions or fear of
contamination.
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Thus, companies faced a period of falling revenue and with
possibilities that the situation would get worse in the coming
weeks, many started to demand cash flow financing. Accord-
ing to the SEBRAE (2021) 54% of the entrepreneurs declared
that they needed loans to keep their company running with-
out layoffs. Another 31% declared that they did not know if it
would be necessary, and only 15% declared that they would
not take out loans. The average impact of the pandemic on
company revenues throughout 2020 is presented in Figure 3.

Figure 3. Average Impact on Company Revenue Throughout 2020

0,3
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0,5

-0,6

-0,7
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Source: SEBRAE (2021).

Thus, there were socioeconomic strata that was more vul-
nerable to negative labor market outcomes. Specially, black
communities continued to be the most negatively affected,
there were a large number of deaths due to covid-19, and
they were also heavily impacted in their entrepreneurial ef-
forts. At the end of May 2020, near the height of limitations
on human mobility in response to covid-19, the proportion
of' black entrepreneurs who reported that their business was
being affected by the shutdowns (quarantine) reached 70%,
compared to 60% of those people who describe themselves
as white (SEBRAE, 2020).
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Also, during May 2020, about 45% of Black entrepre-
neurs could not sustain their businesses as their establish-
ments needed to be personally attended by the owners. In
the case of white entrepreneurs, the percentage was 36%.
At the time of the reopening of the economy, between late
September 2020 and early October 2020, black entrepreneurs
still had a higher proportion of interrupted/closed business-
es, with falling revenues, overdue debts, difficulties to main-
tain the business, and less access to credit (SEBRAE, 2020)!.

SEBRAE (2020) justifies the worst impact on black en-
trepreneurs according to the activity they perform, which
usually requires greater physical presence, as is the case of
personal service providers, such as caregivers. Another ex-
planation is linked to the higher degree of the informality of
the activities carried out by the category, which requires the
greater physical presence of businesses in the streets, and/
or due to the fact that black people live on the outskirts of
large cities, where the percentage of infections was higher
(SEBRAE, 2020; SANTOS, 2020).

Mentioning an international collaborative project, the
covid-19 Small Business Survey (Neilson, 2020), indicated that
57% of small business owners had dismissed workers since
the beginning of the pandemic, and more than half (55%)
expected to lay-off more workers in the next six months. Re-
garding the survival of the enterprises, the survey revealed
that about half of the respondents declared that there is a
probability equal to or greater than 50% of closing their busi-
ness in the next six months. More than 50% of owners re-
ported that they have no expectations of recovery in the next
seven months; about 30% suggested that their recovery will
take more than a year.

About business support programs, more than half
of small business owners have shown knowledge of one of
them, however, there is little knowledge of the main types of
programs offered by the Brazilian federal government: only
26.7% of respondents reported knowing of initiatives that
aim to maintain jobs and wages, and 38% know of low inter-
est or subsidized loan programs.

222



Carituro VII. Ap PERPETUAM REI MEMORIAM: THE NEGLIGENCE OF MICRO...

The Brazilian Support Service for Micro and Small En-
terprises (SEBRAE) in association with the Getulio Vargas
Foundation (FGV) conducted research in all Brazilian States
and in the Federal District to assess the impact of the new
coronavirus pandemic on small businesses. In the first edi-
tion of the survey, more than nine thousand entrepreneurs
were interviewed between March 20 and March 23, 2020. Of
the respondents, 89% had a fall in monthly revenues, with
the tourism segment being the most affected and agribusi-
ness the least affected, with falls in the weekly turnover vari-
ation of 88% and 44%, respectively. These numbers show
the consequences of the closures of physical stores and the
change itself in consumer behavior, which sought to avoid ag-
glomerations. In addition, in times of crisis, consumers tend
to postpone non-essential spending.

In the face of this period of falling revenues and with
prospects of worsening in the following weeks, many compa-
nies requested credit for cash flow. According to the survey,
54% of entrepreneurs declared that they need loans to keep
their company running without causing dismissal, another
31% declared that they did not know if it would be necessary,
and only 15% declared that they do not need loans.

Thus, the 9™ edition of the research (UGE - Unidade
de Gestdo Estratégica Unidade de Competitividade, 2020)
brought important changes to the analysis of the small busi-
ness scenario. It is possible to observe that 86 % of companies
continue to operate, and only 19% report acting in the same
way as before the pandemic, according to Figure 4.
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Figure 4. Change in the Functioning of the Company During the Crisis,
by Research Edition
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[ We are functioning in the same way as before the crisis. We are working with changes because of the crisis.  [Jlj We have temporarily interrupted the service
0 We have interrupted the service

Source: Own elaboration based on SEBRAE.

In the 2nd edition of the research (SEBRAE & Unidade de
gestdo estratégica e unidade de competitividade, 2020), held
in the first week of April 2020, 31% of the interviewed en-
trepreneurs answered that they were working on changes,
already in the last edition (9") this number increased to 67%.
Faced with the impossibility of direct contact and the need for
digital consumption, many companies have made modifica-
tions to maintain their business. The adaptations have been
made since the adoption of the home office, e-commerce, de-
livery, and other ways to maintain sales and services.

The study allows us to observe how the actions of
small business owners have changed throughout the pan-
demic time. The survey revealed that 4 out of 10 companies
innovated during the crisis, and 43% of them launched new
products or services. From the changes pointed out, there is
an important increase in the number of companies that were
able to adapt to the situation of social isolation and began to
use social networks, applications, or the internet to sell prod-
ucts and services.

Among the companies that continued to operate, 70%
of them sold via social networks, applications, or the inter-
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net, representing an increase of 11% in relation to data from
the 4" survey conducted in late May and early June 2020. Of
the respondents, 84% use WhatsApp, and 51 % use Instagram
as a sales channel, these being the main means - not mutu-
ally exclusive. Another relevant piece of information is that
Micro and Small Enterprises (MSEs) use more digital tools
than Individual Micro-entrepreneurs (IMEs). As signaled by
Okano, Simoes, and Langhi (2019), the development of a new
business model is essential to meet changes in consumption
habits and social transformations. Regarding the monthly
revenues of companies, the survey revealed an increase in
the impact of the crisis on the MSEs, compared to the pre-
vious months, as shown in Figure 5. The 8" edition of the
survey found a revenue drop of 36%, in the next edition, in
November 2020, the drop was 39%. Revenues were falling
since the month of April, in the second collection, reaching
the mark of 70%, as shown in Figure 5. Much is due to the
restrictions caused by the second wave of contamination of
the virus.

Figure 5. Average Impact on Company Revenues, from April 2020 to April 2022
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Note: the respective periods represent each edition of the search
in order of results.
Source: Own elaboration based on SEBRAE.
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In this context, we understand the importance of the impact
of the health crisis on micro and small companies, in an at-
tempt to protect their business and their workforce. Thus,
public action is essential, in order to support the phases of
survival, maintenance, and growth of MSEs, essential for Bra-
zilian economic and social development.

The Role of the Entrepreneur and the Opposi-
tion in Drawing the Public Policies

Despite MSEs generating a lot of employment in Brazil,
this group was not invited to design the actions to reduce
the negative impacts of the pandemic on their businesses.
To demonstrate this statement, we present qualitative data,
obtained from interviews carried out between 2020 and 2021
with 34 businessmen and businesswomen from different seg-
ments, in the Metropolitan Region of Sdo Paulo, specifically
the Western region. This area has a very strong service sector,
information technology, and industries in the perfume and
pharmaceutical sectors. The first part of the study included
Individual Micro-Entrepreneurs (IME) who were among the
most fragile businesses during the quarantine. The profile of
the individual entrepreneurs interviewed was 60% of MEIs
received up to U$ 435,41 a month, while 26.7% received be-
tween U$ 435,41 and U$ 870,33 a month before the pandemic.

Therefore, most individual entrepreneurs receive up
to U$ 870,33, to put it plainly, these entrepreneurs are very
poor. The Emergency Aid (EA) had a positive impact on the
Brazilian economy as a whole, having raised the average in-
come of the population and allowing the impacts of the pan-
demic to be relatively minimized in terms of access to basic
goods for their subsistence; which showed the success of the
measure and the importance for its continuity during the pe-
riod of economic recovery (Jornal da USP, 2021; Bastos, 2021;
Domingues et al., 2021).

The second group interviewed were micro-entrepre-
neurs (MEs) and small businesses (SB), and the research
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results indicated that the actions to support them were un-
coordinated. Several programs were created by the federal
government to undertake the productive sector, namely:
Emergency Employment and Income Maintenance Benefit
(BEm); Granting of Financing for Payroll Payment; Emer-
gency Credit Access Program (PE AC Maquininhas); Quotas
of the Credit Operations Guarantee Funds and PRONAMPE
(National Support Program for Micro and Small Businesses).
These actions opened up U$ 32.02 billion in extraordinary
funds.

According to the data collected, the federal programs
had limited reach in terms of the target, as they could not
be accessed quickly by the entrepreneurs. Regarding busi-
ness financing, -, a representative of the Trade Association
said... “[there] were measures that the government ended
up [...] giving support, to freshen up to business people in
general. These companies managed to survive and transfer
the difficulties to 2021. [...]. However, we had cases where
for a period of time they had to completely close their doors.
They had difficulties because even with this fund from the
government, they had no sales” The minimization and lack
of knowledge of the severity and duration of the pandemic
for some of the business owners, the poor implementation
of the necessary measures to minimize the situation, along
with the authorities’ dystopian discourse brought the econo-
my and society to a much deeper crisis in Brazil that could
extend for many months, perhaps years.

However, the ephemerality of federal programs to
support MEs and SB to adapt to the pandemic conditions,
which a governmental official referred to as a mere “freshen
up’, in one of the interviews, made the health and economic
effects of the pandemic in Brazil more catastrophic. The Fed-
eral Government’s actions need to be seen as an investment
to improve the economic, social, and human conditions and
not just a “spending of public money”.
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Individual
Micro Entrepre-
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- h .
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Needs til 12 micro entre-

years months months months

months preneur -12

months;
small business -
12 months

Source: Own elaboration based on analyzed government documents.

Below we can see the budget, planned and executed by dif-
ferent programs.

Table 3. Summary Table of Credit Lines from Public Banks
Available in the Emprestometro - in Billions of Reais

- Accom- | Differen- | Differen-
Credit Line Bank Budgeted plished ce ce (%)
PEAC BNDES* 120 92,14 27,86 76,78
BNDES FGI | BNDES 20 3,73 16,27 18,63
PEAC Ma- 1 pypEs 10 3,19 6,81 31,9
quininha
PESE BNDES 34 7,95 26,05 23,39
PRONAM- BB** and
B CEF* ¢+ 61 37,53 23,17 61,84
FAMPE CEF 8 3,5 4 46,64
TOTAL 252,20 148,04 104,16 58,70

Source: Own elaboration based on data available at DataSebrae (2021) - Lending
meter - period from 04/08/2020 to 12/30/2020; MP 975/20 (BRAZIL, 2020); Law
14,042 (BRAZIL, 2020); MP 994/20 (BRAZIL, 2020); MP 972/20 (BRAZIL, 2020);
Law 13,999/20 (BRAZIL, 2020); MP 992/20 (BRAZIL, 2020) *BNDES - National
Bank for Economic and Social Development; ** BB - Bank of Brazil; ***CEF:
Federal Savings Bank.
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The budget execution above indicates that there was a pref-
erence for PEAC and PRONAMPE programs, with the budget
executed being 58.70% of the planned, evidencing that the
government limited resources directed to MSEs to mitigate
the impacts of the pandemic, leaving them alone to face the
hardships of the biggest pandemic of the century.

Figure 6. Profile of the Corporate Loan Portfolio - Amounts in Billions of Reais

B 'gottheloan. [ I'mwaiting for an answer on a loan. | didn't get the loan.

80%
60%

40%

20% I I I I II I
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X )
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8\{'\0 .0 : :00 '00
‘(\z N
¥ » 9

Source: Own elaboration based on data available from the Central Bank of Brazil
(BCB, 2021).

The data in Figure 6 shows that on average (57,37%), small
businesses that applied for credit were unable to access it.
Thus, the neglect of MSEs during the most difficult months
of the pandemic was evident, more than half of those who
applied were not successful in accessing the program, with
this, either these companies reduced their work hours and
fired their employees, or the owners and shareholders’ eg-
uity was spent off so the companies could remain operating.

When analyzing the possibility of accessing a govern-
ment loan during the pandemic, most of the entrepreneurs
interviewed argued that a public policy to help small and mi-
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cro-enterprises should not be considered a regular banking
or credit operation. Additionally, many interviewees recog-
nized that they only knew the programs “superficially”, ac-
cording to a cosmetics industry representative: ‘[there were]
many options for governmental assistance, things open and
many things close quickly and we did not have access” to
credit to maintain the activities while others companies of
larger size, perhaps with fewer needs, ended up accessing
the credit easily because knowledge and availability of credit
lines are offered by bank managers who get in touch with
potential debtors from a preferred list of clients, that is, those
that mean the lowest credit risk to banks. A bank manager
shared that “the bank pre-selected some customers who were
most likely to have a credit line approved, and then, like it or
not, some of the lines went through a credit inquiry”. Accord-
ing to, a metallurgical entrepreneur, “As the money supply is
limited, the banks keep the cheese and the knife in hand to
lend at their pleasure!”

The financial institutions that joined PRONAMPE cre-
ated a “digital bank” along the lines of the set up to serve the
beneficiaries of Emergency Aid to the vulnerable. The digital
application would constantly be failing, making access dif-
ficult, and wasting time, which was very short: “Attendance
was so fast that the entrepreneur had to work fast because,
in fact, the banks did not have money for the entire world”,
explained Q, a metallurgy businessman who claims to have
obtained a small credit with a lot of effort: “it was a very short
period of time [to apply for the loan], very short. We used
to say: look now it's open. I think it will be closed at ten
o'clock”. An obstacle faced unsuccessfully by a businesswom-
an in the cosmetics industry: “we tried and failed [to obtain
the loan], but they were not available. First, because it was
very fast. Until you filled in and got all the billings, you had
to do it right, fill it out right. Then there was no more avail-
ability of funds (...) You had to keep trying and trying, it is
very complicated”, Q, the metallurgical businessman, said:
“;PRONAMPE? apply to it, but you can't get in, it delays”. It
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could be considered that the registration restrictions are a
way to deny the request. Thus, companies, especially small-
er ones, are the ones who find it most difficult to regularize
their situation in times of crisis.

This is a structural problem that became even more
evident during covid-19. Although MEs and SB account for
the largest share of job creation in the country, these com-
panies are constantly faced with cash flow problems that
prevent their records from always being “clean”, especially
when the economic crisis (which preceded the pandemic)
deepened. It is a vicious circle, in which the difficulty of ob-
taining credit occurs precisely because there are no positive
records that provide access to credit to enable operations: a
representative of an Industrial Association explained, “The
bank now gives credit to those who are well [economically]
(...)" In addition, “some private banks were not interested in
offering and operating this lending fund for small and mi-
cro-entrepreneurs”, “they wanted to offer another one... You
arrived with [questions about] PRONAMPE, [and they would
say] ‘No, but I have another credit here, with matching dupli-
cates’ So, none of the private banks were interested in these
resources reaching small entrepreneurs”.

The main characteristic of the microenterprise was
emphasized by: “When you think of micro-enterprises, it is
quantitative, there are a lot of people, and so, people already
work on the cash flow, the business person is counting on the
sales money to pay the bills, to be able to pay the salaries,
in order to pay the food, the rent and so on. So, the guy is
already very much at zero to zero”.

Many small and medium-sized companies that sought
to join the emergency line of financing for payroll reported
excessive bureaucracy, requirements, and delays in the re-
sponse of large banks. This lending fund is guaranteed by the
National Treasury by 85%, while the rest is up to the banks,
for which they request a credit guarantee along with letters
of guarantee from the Credit Guarantee Societies (SGC), in-
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surance, in addition to the records of the accounts receivable
and assets of the company which makes it difficult for micro
and small companies to access the fund while still facing the
effects of the decrease in their activities due to the pandemic.

According to Q, a businessman and metallurgical in-
dustry representative, another frequently reported require-
ment for accessing the loans fund was the establishment of
“complements”, in which the customer had to purchase some
products from financial institutions, mainly private, but also
public banks. In addition to obtaining a loan in an amount
lower than requested, “the bank” sometimes included a pack-
age consisting of a credit card and insurance, among other
items, making the loan even more expensive.

This analysis of the design of the policy to help micro
and small businesses during the covid-19 pandemic in Brazil
showed the following: I) the low representation of the group
in the design of the policies; IT) difficulties in accessing avail-
able resources; III) the empowerment of private banks (fi-
nancial system) as intermediaries in granting credit to small
entrepreneurs. These three issues created difficulties for
MEs and SB to access the governmental lending funds, and
left them facing the difficulties imposed by the pandemic on
businesses by themselves.

Businesswomen During the Pandemic in Brazil

A study by SEBRAE in 2020 details the drop in women'’s
participation in micro and small businesses in the Brazilian
economy. In the third quarter of 2020, there were around
25.6 million business owners in Brazil, of which 8.6 million
were women (33.6%) and 17 million were men (66.4%). By
2019, 34.5% were women (Agéncia Brasil, 2021), represent-
ing a loss of 1.3 million women in charge of a business be-
tween one year and another. The main explanation for this
result was the need for women to dedicate themselves more
to housework during the pandemic, a reflection of the struc-
tural machismo in Brazilian society (Agéncia Brasil, 2021).
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The National Survey of Households (PNAD, 2022)
showed that the participation of women with children of up
to ten years in the market fell from 58.3% in the second quar-
ter of 2019, to 50.6% in the second quarter of 2020. Progress
report data of the World’s Women 2019-2020 (ONU Mulheres
et al., 2021) highlights that before the covid-19 pandemic,
women performed almost three times more unpaid care and
housework than men.

Brazil was already among the most unequal nations in
the world in terms of gender relations, even before the dam-
age caused by the covid-19 pandemic. In 2020, it was ranked
93rd in global gender equality, among the 156 nations eval-
uated (ONU, 2021). Considering the participation of women
in the workforce in Brazil during the pandemic, women had
a risk of' being fired 1.8 times greater than men (IBGE, 2019).
And, even though the majority of women are more educated,
they are a minority in the labor market and have a lower av-
erage income than men (IBGE, 2019).

The access of women to productive activities was low-
er than that of men in 2019; while 74% of men of working age
were in the workforce, only 55% of women were able to do
so, according to the Instituto Brasileiro de Geografia e Estatistica
(Brazilian Institute of Geography and Statistics, IBGE, 2019),
with the pandemic women had a risk of being fired 1.8 times
greater than men and currently, the rate of participation of
women in the workforce in Brazil (45.8% in the 2nd Quarter
of 2020) is the lowest in 30 years (IBGE, 2019).

To illustrate the difficulties faced by Brazilian women
during the pandemic, it is worth noting the data from Brazil-
ian studies shows a greater impact of mental illness among
women, with 41% reporting symptoms of depression, 35%
of anxiety, and 37% of stress (Nexo Jornal, 2021). UN Wom-
en points out that before the start of the covid-19 pandemic,
women performed almost three times as much unpaid care
and housework as men (UN Women, 2019). Oxfam’s (2019)
data shows that women’s unpaid work accounts for at least
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$10.8 trillion a year in monetary value to the economy, three
times higher than the estimate for the technology sector.

The UN (UN-Women, 2021) conducted a survey of 476
women entrepreneurs, this sample has an error of 4.5% and
a level of confidence of 95%. “In this research, an entrepre-
neur was considered to be one who works for herself, who
takes the initiative to undertake, and owns a business, formal
or informal, that generates income (money), with or without
a partner. It can be undertaken with a formal or informal
company, self-employed activities, freelancing or doing odd
jobs, selling products or services”. In this research, 75% of
the total work as an entrepreneur gained importance after
the pandemic in the composition income, while the salary
decreased (UN-Women, 2021). Around 27% of women inter-
viewed started to undertake later at the beginning of the pan-
demic, and for at least 63% of female entrepreneurs, the in-
creased workload is the biggest challenge faced in quarantine
(UN-Women, 2021).

In addition, the time dedicated to following activities
after the pandemic increased for mothers as follows: 92%
caring for the children; 85% routine house care; 74% chil-
dren’s school activities; 59% business-related activities. De-
creased or decreased a lot for 64% of mothers’ time that they
dedicated to leisure and self-care (UN-Women, 2021). Half of
the entrepreneurs declared that their business, even work-
ing, has decreased.

The more continuous survey named Continuous Na-
tional Household Sample Survey (PNADC), showed that the
number of women in charge of a business in the country
for the second quarter of 2020 fell to a total of 8.6 million,
and for the fourth quarter of 2021, the number increased to
10.1 million, the same result recorded in the last quarter of
2019, before the pandemic (Agéncia Brasil, 2021). Data shows
that 50% of business owners are in the service sector, while
21% are in the construction sector. Regarding men, 35% of
business owners are concentrated in the service sector, while
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21% are in the construction sector (Agéncia Brasil, 2021). On
the other hand, the participation of black women in busi-
ness has decreased. While in the last quarter of 2019, before
the pandemic, they were 50.3% of business owners, in the
last quarter of 2021, they accounted for 48.5%. White women
went from 48.4% of business owners to 49.9% (Agéncia Bra-
sil, 2021).

While the percentage of new female entrepreneurs
increased by 41 % in 2020, the representation of female lead-
ership in Brazil is 27%, which places the country in the 27th
position of the countries and below the global average of 31 %
(Braga & Oliveira, 2022). In conclusion, Brazilian women
were more penalized with excessive housework during the
pandemic and this directly affected women-led businesses.

Public Policies for Micro and Small Business in
the Pandemic: The Portrait of Neglect

Statistics reveal that micro and small companies play a strate-
gic role in Brazilian economic growth and development, and
one of the important issues for understanding the dynamics
of this segment is investment financing. Schumpeter (1975)
emphasizes the role of banks as creators of purchasing power
to encourage investments, thus revealing the importance of
the relationship between entrepreneur and credit in the pro-
cess of capitalist economic development.

In analyzing the conditions of reproduction of com-
panies, Cacciamali (1997) noted that the maintenance and
growth of small businesses in the long term (productivity and
competitive strategies) demand improvement in the overall
quality of education, training, and development of the busi-
ness vocation, as well as establishing mechanisms for access
to credit. It can be inferred that access to credit is essential
to define strategies for the survival and expansion of MSEs.
Thus, the institutional conditions and the dynamics of the
national financial system have relevant effects on the con-
texts of the reproduction of small businesses.
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Given the importance of Small Businesses, whose par-
ticipation is 90% of the total companies that make up the
private sector of the country, it is essential that public pol-
icies are oriented to meet these agents via credit. However,
this group of companies did not have the necessary attention
from the government in view of its importance. This fact be-
came even more evident during the pandemic period when
Brazil crossed its highest peak. Table 4 summarizes the main
public policies for access to credit for small businesses.

237



LuciaNA Rosa DE Souza

.AONONV BI1Ep IV IdHS Wold} uonerogers umQO

:90INn0Ss

SOt 1 ddd sypuowr g Stpuow 9 sypuow 71 0} 6 s1eok so5e110YS
‘syyuowt 7T N -S3UOW 6 HINIT zordn
‘pardoooe
SQUIYOB
. 9 Aewr
JuowAed [en3p pardaooe
(pung N soojueIENg
1M sofes y3noiy 9 Aewr sooiUEe
99jueIRNS) SuoneIad(Q) : [euonippe
juoworddns e 190 o1 01 :o&%ﬁm o 9pew SUOnoesuLn} -Ieng [euonippe o ﬁ.v ;Om $99)
-I9)B[[00 B SB pasn 2 ued AJNVA fuctwm 16 1noUoL Q@b 2IMNJ 9INIPSU0O 19130 ‘19 + + Mustm 1 -uereno
0} SIYSLI 3IPaIo Ioured o Jo
-u9 oy} jo 99jueIens /[reg o jo
INoA Jo 948 JO Juow JUQWASIOPUH
juowt
-ugisse Areronprj
: -9s10puyg
soojue
UOTININSUT [EIOUBUT 91} JO oS Surptaoid
syuowoIINbor 91} 199 0) JUIO ST PUP TN R \mm::mﬂﬁoo
-J1s J0U oIk sevjurIens [eUOsIod . P a st rendeo
readeo SursIom SN 10J ITP2IO 0} pozIs-unIpaw 2AT309[q0O
pue [e21 9} 9SBO UT S9SSOUISN( S pure [ews o) SursjIom
[rews £q pojoenuod suoneiado 1 oD 01 SS00
-paIo Ul sevjueIenS juswe[duwon) p.oﬂ Emuwﬁomm
sp1eo predoid 1o
J1qep ‘1paIo ySnoIy soAneI0d000
S IR o1 dn powrojiad $901AI0S pue SUONIEIN0S
) HI L IO S9[ES 9pEW 9ABY -se me[ orearrd ssoursng souaIpne
8% $¥ 01 dn sonuoadI SSOI3 SONUDADI SSOI3 [enuue e ‘sos11d101U0 e JoSin].
[enUUE YIIM SOSSQUISN( [[BWUS 31M $9SsaUIsSnq [[eWS zoﬂ:ﬂﬂg o S o.w ﬁvNa..E::ouE 1L
dn Jo onuoAaI M pue [[ews
sossouIsng [[ews
sour
HdWVAI HdINVNOUd beN OvHAd ovidd wmmmm H:ook.ﬁ,w

sossoursng [[ews oddng 03 s9101[04 O1qnd UTBN 913 JO 9[gEL, Arewrmuns ' 9[ggL

238



Carituro VII. Ap PERPETUAM REI MEMORIAM: THE NEGLIGENCE OF MICRO...

Figure 7 shows the proportion of companies that obtained a loan
between April 2020 and April 2022.

Figure 7. Proportion of Companies that Obtained a Loan - April 2020 - April 2022
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Thus, it is increasingly evident the MSEs’ were neglected by
the government during the most difficult months of the pan-
demic since more than half of those who applied for a loan
did not succeed in accessing the program. With this, either
these companies closed for some of their working hours and
fired their employees or part of the owner’s assets were spent
for the company to continue operating.

The SEBRAE survey also showed that, on average,
65% of small businesses are in debt, according to the period
analyzed in Figure 8. Among Micro and Small Enterprises,
73% are in debt, while the proportion of debt of Individu-
al Micro-entrepreneurs is 60%. Given the high proportion of
debts, Micro and Small companies tend to reduce their oper-
ations and they apply constantly less to credit because they
are faced with high rates and judicious guarantees. These fac-
tors reveal the need to develop public policies that support
small businesses, such as the creation of “Refis”, which was
vetoed by President Jair Bolsonaro.
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Figure 8. Proportion of Companies in Debt, from April 2020 to April 2022
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Regarding one of the main credit access programs, Fund of
Guarantee to Micro and Small Enterprises (FAMPE), the data
showed that after a period of almost 2 years, the level of ig-
norance in regards to the credit line increased. Among the
MEI, the lack of knowledge is greater than in the MPE. From
this evidence, there is a lack of interest in public agents to
provide accurate and complete information to the possible
beneficiaries of the policy. The lack of knowledge of the poli-
cy by the target audience contributes to the objectives related
to the scope of the program not being achieved.
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Figure 9 - Proportion of Companies Seeking Loans

Since the beginning of the pandemic, have you try to get a bank loan for your

company?
00%
90%
80%
T0%
60%
50%
40%
30%
20%
10%
0% 3a 6a Ta 8a 9a 10a 11a 12a 13a 14a

ed|§ao edicdo ed|§ao ed|§ao edicdo edicdo edicdo edicdo edigdo edicio edicdo edicdo edicd
mY¥es 30% 38%  39% | 46%  54%  51%  50%  52%  49%  S0%  51% | 50%  B0%
mNo | 70% @ 62% @ 61% @ 54%  46% @ 49%  50% @ 48% 51%  50%  49% @ 50% | 50%

Note: the 4th edition of the research indicates the period of May 2020 and the
14th edition indicates the period of April 2022.
Source: Own elaboration based on SEBRAE.

It is understood that the problem in question is not only re-
lated to the number of resources available in financial in-
stitutions, but to the difficulty in making money for small
businesses. From this perspective, Santos (2006) stressed the
need for the National Financial System to offer alternative
guarantee mechanisms that ensure the granting of credit to
MSEs.

For Bevilaqua & Cabral (2020), the business financing
structure would be more favorable from a large economic and
institutional agenda, which would improve the business en-
vironment and be able to overcome the difficulties imposed
by the banking concentration in the country. The authors
suggest that the public policy of offering credit to small busi-
nesses is guided toward alternative methods of financing.

Thus, the importance of credit and financing con-
ditions of companies for the growth and development of a
country was evidenced through public policies, aligned and
coordinated according to the reality of these businesses and
their importance. Without access to credit, companies de-
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crease their production and investment capacity and reduce
revenue and their ability to generate employment and in-
come, which ultimately contributes to the increase in mor-
tality rates of MSEs (Zica & Martins, 2008). This situation be-
came even more evident during the coronavirus pandemic.

Considerations

The year 2020 entered human history as the first year of
the covid-19 pandemic. In individual terms, MSEs lived with
many financial difficulties after the decrees imposed social
isolation, which was the only way to prevent the spread of
the virus. Thus, the data described in this paper highlights
the neglect and difficulties experienced by Brazilian small
businesses throughout 2020 and 2021. These difficulties were
not widely addressed by the federal government’s programs
to support MSEs, either through credits or subsidies. As a re-
sult, according to IBGE (2020); 4 out of 10 small businesses
closed in the country.

In fact, in the design of federal actions to support
MSEs, it became evident that there was no regulation by the
BACEN in relation to public and private banks, which focused
on the requirement of guarantees that reduce their risks but
prevent access to the most MSEs who sought support during
the pandemic. Thus, in addition to the budget execution that
fell far short of what was planned, the lack of regulation on
banks was crucial to reinforce the vicious cycle of exclusion
of the most fragile MSEs, that is, those who have guaranteed
access to the resources precisely because they do not offer
credit risk. While the most fragile MSEs do not have the guar-
antees and therefore do not access the program, therefore,
those who need it most have not accessed the policy.

The coronavirus pandemic brought a new fact to the
vast majority of the world’s population, an event with im-
pact and dimensions never before experienced. This unprec-
edented situation made interpretation quite difficult for most
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economic agents. Pressured by managerial difficulties, en-
trepreneurs and governments are confused about structural
and current affairs. From problems accessing formal credit
due to being an informal business, to demand issues and the
consequent difficulties in working capital or investment to
modernize companies. Structural difficulties are still present
from the perspective of agents, who often do not realize the
exceptionality of the pandemic, in which social isolation is
essential. The diverging opinions of national key actors re-
garding the importance of isolation also contributed to the
misunderstanding of what was and is actually happening.

The pandemic brought a complex range of structural
problems ranging from short to long-term aspects, as it di-
rectly affected business models, which must now focus on
delivery and e-commerce.

Conclusion

Concluding, since the beginning of the pandemic, it has been
difficult for business owners to understand the special credit
programs, which should be used to mitigate the impact of the
temporary closure of businesses due to quarantine and the
consequent decrease in economic activity resulting from the
challenged free movement of people. In Brazil, however, the
measure was not effectively adopted and a large number of
entrepreneurs (large, medium, and small) pressed to make
the measures more flexible: “.. one of the things that we al-
ways defend, that there should be extended hours for every-
thing, because everything you do if you have more time, you
there'’s a... a possibility to adjust the schedule, time, and you
can solve it without having a crowd of people, which is really
the big risk”, said. Longer opening hours made possible for
establishments to be able to return more quickly to a “nor-
mal” scenario; however, caused the first wave of contagion to
reach an exceptional plateau at a very high level for a couple
of months, skyrocketing from the end of the year to levels that
broke world records in the first months of 2021, for weeks.
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Likewise, some entrepreneurs from sectors that
achieved above-average (low) results complained about the
difficulty in hiring people in the months in which emergency
aid was provided: “many who were in the CLT, they did not
want to come, so we need to call other people, to cover the
hours because they didn’t want to leave the house because
of the pandemic and they knew they had this resource... we
called them to come to work, they said they were unsure... ”
reported a representative of a beauty salon. The lack of un-
derstanding of the whole situation, the importance of distanc-
ing and isolation, and the emergency to face their own diffi-
culties and challenges, contributed to a certain insensitivity
towards the other, by not understanding that the Emergency
Aid was approved to allow people to protect themselves from
the contagion by practicing isolation without falling into total
penury.

A clear example of how businesses were affected is
private schools, they have suffered and continue to suffer
greatly from banning face-to-face classes during the quaran-
tine, and they ended up losing students to public schools.
The closing of schools brought cash flow difficulties for small
private schools, especially in early childhood education. With
the closure of schools, many fail to pay tuition, which result-
ed in a large number of closures and bankruptcies.

The yearning and willingness exist, but there is still
a need to provide the structural conditions to flourish and
to constitute a rearguard so that the structural problems do
not become insurmountable obstacles for small businesses.
Public policy to support small businesses must properly or-
ganize credit demands. The characteristic that underlies the
dystopian “policy” of combating the pandemic and its effects
on the social fabric does not allow for great optimism. The
social crisis that touches individual and collective rules re-
quires public authorities to commit to unified programs, clar-
ity, reduction of bureaucracy, focus, and qualification.
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