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Digital Tools Create a Safety Net For European Businesses

In many cases, the pandemic’s disruption Explaining the SME Digital Safety Net

42%

Digitally Advanced SMEs in Europe

has been diminished by a ‘Digital Safety
Net’ that has enabled transformation,
innovation, and resilience.

« Use more digital tools and prioritize their importance

This report, based on a survey of over 5,000 - Better business outcomes such as higher revenue

SME Ieaders during NOV‘DeC 2020 « Increased transformation, innovation, and resilience

demonstrates that while 90% SMEs report

that they have been negatively impacted by A e e ymentorse

the pandemic, those that use digital tools as édRolEuope) Digrial Satety Het

an integral part of their operations (42% of

them) have diminished the worst of the 1 80/0

pandemic’s effects, and in some cases Digitally Uncertain SMEs in Europe

actually become more agile and stronger. Put + Use fewer digital tools, don’t prioritize their importance
« Worse business outcomes such as lower revenue

simply - businesses and jobs were saved. . Little transformation, innovation, and resilience
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How has the COVID-19 crisis affected your business?

Digitally - Digitally-
Advanced Uncertain
Type of firm Total SMEs SMEs
Reduced capacity 79% 82% 75%
Closed location 51% 55% 40%
Opened a new location 1% 10% 1%
Stopped operating temporarily 35% 29% 46%
Consistently operated at full capacity 21% 18% 25%
Temporarily reduced capacity
(reduced hours or services) 58% 59% 54%
Indefinitely reduced capacity
(reduced hours or services) 22% 24% 21%



The Smallest SMEs Facing the Toughest Headwinds Benefited Most From
Using Digital Tools

Because very small SMEs typically struggle

Measuring the Relationship Between SME Size and

to stay in business, we investigated how Digital Tool Usage on Revenue During the Pandemic
the Digital Safety Net helps SMEs of

different sizes. Here, we segmented the Solo Micro small Medium
sample of 5,000+ SMEs into four groups:

Solo (single owner/operator), Micro (1-9 !
employees), Small (10-49), and Medium (50- e B e
250).

The Digital Safety Net is at work across all

SME sizes, with Advanced SMEs always doing

better relative to Uncertain SMEs. That said,
the Digital Safety Net is benefiting Solo SMEs

the most, with a large 16% (or 1.7X) advantage 17X better M Advanced M Uncertain
to those prioritizing and using more digital SME size average
tools.

Emergence of the Digital Safety Net in Europe 8



Female Leaders May Particularly Benefit From the Digital Safety Net

Since age and gender could be related to
finding success at both entrepreneurship
and use of digital tools, we investigated the
relationship between these and the Digital

Younger Men Younger Women Older Men Older Women
Safety Net. (<45y0) (<45y0) (45+yo) (45+yo)

Measuring the Relationship Between Age, Gender, and
Digital Tool Usage on Revenue During the Pandemic

While across our entire sample men and
women had comparable average revenue
losses (men -21%; women -23%), and
Advanced SMEs had better revenue
outcomes than Uncertain ones, a deeper
analysis of the relationship between age,
gender, and digital tool usage demonstrates 1.8X better 1.8X better
something subtle and important has been B Advanced [ Uncertain
occurring during the pandemic.

Group average

Emergence of the Digital Safety Net in Europe 9



Digital Tools Create a Safety Net For European Businesses

The Digital Safety Net helped SMEs show
better revenue numbers, customer
engagement, and job creation during the
pandemic.

While all SMEs were disrupted by the
pandemic, some adapted, stabilized, and even
thrived much more than others. What we term
Digitally Advanced SMEs (42% of the total) -
those which proactively used digital tools and
emphasized their importance pre-pandemic -
outperformed Digitally Uncertain SME
counterparts (18%) on operational and
financial metrics.

Executive Summary

Advanced SMEs using more digital tools
for their businesses had:

2.4X

more pre-pandemic better revenue outcome
digital tool use

. .

better retention more new employees
of existing customers hired

than less-advanced Uncertain SMEs
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Digitally Driven: Digital Adoption Matrix

Below Average Increased Tool Use

Above Average Increased Tool Use

: Slovenia
2} 15% : Tool Use 98%
E : Concerns 13.7%
o
&)
c
@)
O : Austria
()] : Tool Use 89%
(@) 9.5% : Concerns 9.3%
@ :
S
()
> Netherlands Portugal
< Tool Use 81% : Tool Use 90%
() Concerns 5% Concerns 5.7%
> e
= Poland Denmarkﬂ
Q Tool Use 82% Tool Use 92%
9
< 60% 70% Concerns 3.7% 90% @ Comerms 4% 100%
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weden
Germany : ® @ oolusesn
0 Y Tool Use 78% * Belgium Concerns 3%
E Concerns 2% . Tool Use 81%
(] UK . Concerns 3%
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c Concerns 1.75% Toslrggecle% [ ] Spain .
o Concerns -0.5% . Tool Use 82%
O . Concerns 1%
1) Italy -1.6%:
(@] Tool Use 79% :
(‘G Concerns -1%
o Digital Adoption Matrix: At the country level, we analyzed the
3: relationship between new tool adoption and concerns about
tools, and found a strong positive correlation. We speculate that
% as SMEs use tools more, they also naturally spend more time
o considering any trade-offs or concerns associated with them.
a1] T%
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SMEs Utilizing a Specific ‘Stack’ of Digital Tools Pre-Pandemic Had Better
Financial Outcomes

B used pre-coviD B Didn’t use pre-COVID

E-commerce Social media
Online training Business/Data E-commerce Video Collaboration Online hiring  Customer Business 3rd party Digital Paid Business and video
platforms CRM Analytics  on biz website conferencing tools platforms insights tools website platforms payments Digital Ads listings platforms
6% 6% 5% 5% 4% 3% 3% 2% 2% 2% 1% 0% 0% 0%



Regional Variation Across Europe

Slovenia

In line with their Maintainer-heavy
characteristics, Slovenian SMEs experienced
large reductions in revenue (-28% vs. -22%
avg.), customer base (-24% vs. -16% avg.), and
customer acquisition (-30% vs. -20% avg.). In
response, they doubled down on their use of
digital tools and intend to use more tools
after the pandemic, at rates among the
highest of all markets. Slovenian businesses’
mix of tools used pre-COVID is unique
compared to other markets, as they relied on
Google Meet and Market Finder twice more
than the average. Lack of skills, which is
evident in their self-described limited levels of
comfort with them compared to the average,
is their top barrier to adopting further digital
tools, along with cost concerns, likely driven
by declines in revenue.

Segment distribution

[ Crrivers Adopters  [JMaintainers Non-seg.
Avg.  (42%) (27%) (18%) (13%)

-28%
-22% avp.

Average revenue
reduction

% increased use of

% plan to use tools

% comfort with
digital tools 6513 36
pre-COVID !

tools during COVID more post-COVID
98% 61%
80% avg. 50% avg.
Top 3 tools used pre-COVID

- Google Ads (54% vs. 32%)
- Google Meet (36% vs. 18%)
- Market Finder (37% vs. 16%)

Top post-COVID-19 questions

How will I

- Cover my expenses? (65% vs. 40%)

- Digitally prepare for the future? (48% vs. 39%)
- Grow my customer base? (40% vs. 41%)

Top barriers to digital tool adoption
Avg. 22% 23% 20%

Lack of skilla and Too expensive Mot kmowing
knowledge what tools are
available

Top 3 tools interested in adopting
- Online hiring platforms (13% vs. 9%)

- Loeal listings (10% vs. 9%)

- E-commerce platforms (9% vs. 6%)

Top 3 learning formats of interest

- Webinars or livestreams (46% vs. 43%)
- Step by step video tutorials (43% vs. 45%)

- Case studies about businesses like mine (40% vs.

34%)



Digital Tools Create a Safety Net For European Businesses

Embracing and utilizing the Digital Safety
Net will have benefits for entrepreneurs,
consumers, and economies beyond the
current pandemic.

What would the overall economic
consequences be if all Uncertain SMEs were
instantaneously transformed into Advanced
ones?:

e EUR 262 billion in sales (0.91% of
European total)

e EUR 67 billion in economic growth
(0.93% of European total)

e 3.78 million jobs due to more hiring
(1.20% of European total)

Executive Summary

Transforming all of Europe’s digitally Uncertain
SMEs into Advanced ones represents an
opportunity for

EUR 262 billion

in additional European sales

3.76 million

additional European jobs

14




SMEs Have Concerns About the Use of Digital Tools

Since many SMEs are not fully digitally prepared and are still learning about and adopting
new tools, we investigated what common ‘blockers’ prevent them from using digital tools
more in their businesses.

Below you can find 5 Top Advanced and Uncertain SME Leaders’ concerns about use of
digital tools:

Average B Advanced B Uncertain
+10%
25% - h
— 23% =—— 2204 e 21%
- = =
Unsure of ROI Protecting company and Digital tools_are Lack of digital skills Concerns digital tools
employee data privacy too expensive and knowledge how to won't help business

use digital tools

Executive Summary
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Do any of the following keep/discourage you from using new digital tools?
Digitally | Digitally

Answer Total Advanced | Uncertain
Information Deficit 53% 57% 45%
Costs 43% 44% 43%
Protecting company and employee data privacy 25% 28% 18%
Unsure of return on investment 27 % 26% 29%
Digital tools are too expensive 23% 24% 21%

Lack of digital skills and knowledge how to use digital

tools 22% 23% 23%
Concerns digital tools won't help my business 21% 22% 21%
They won't work with my current apps or services 19% 21% 16%
Not knowing what digital tools are available 20% 21% 16%
Not knowing where to start 20% 20% 19%
Digital tools are difficult to use 18% 20% 14%
Lack of fast internet access 18% 19% 13%
| do not have time 16% 17% 15%



Discussion and Recommendations to Policymakers on the Digital Safety Net

Access to capital:
Call to action:

Fund new forms of grants, loans, public-
private partnerships, or other programs or
assistance for SMEs and their leaders.

Access to training:

Call to action:

Provide platform-based training (hotlines,
financial and mentoring support) on the use
of digital tools and strategy that helps SMEs
understand and measure their return on
investment in them, particularly for early
stages of entrepreneurship.

Executive Summary

Access to tools:
Call to action:

Policymakers can support busy SME leaders by
helping them understand which digital tools
make sense for their business. Policy efforts
are bringing together education, training,
business and tech sectors.

Access to mentoring and other help :

Call to action:

Create and widely promote grants, contests,
mentoring and other programs whose goal is
to make digital tools, training. marketing ways -
or finding ways to help businesses learn about
tools and how to use them?

Promoting Diversity in Learning tools:
Call to action:

Support the smallest and women-led SMEs.

Feasible investment:

Call to action:

Invest in low costs tools (if funding not
enough) as well as raising awareness. How to
make the most of free tools, how to make
paid tools work for their business and deliver
a return on investment.
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Thank you for listening

https://digitallydriven.connectedcouncil.org/europe/

Please contact Dr. Maksim Belitski for further details and queries at:
m.belitski@reading.ac.uk
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