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The Impact of Policy on the Development of SMEs in Spain

Abstract. Introduction. Time is changing, but the status of political stability in countries still has a strong influence on
the situation of domestic processes and, in particular, businesses. This article examines the impact of political polarization of the
Spanish state apparatus and the periods of its aggravation from 2008 to 2025 and its impact on the situation of small and
medium-sized enterprises (SMEs) in Spain.

Purpose. This article aims to assess the impact of political stability on business prospects. The methodology used is a
systematic analysis of the available literature and statistical data on the subject.

Results. The results show that political instability is an inhibiting factor in the pace of SME development, and the
aggressive promotion of political ideologies leads to skepticism among entrepreneurs. These findings underscore the need for
stabilization in the political sphere to unleash the full potential of critical units to sustain the economy and source of employment.

Conclusions. In the context of global crises, such as the 2008 global crisis and the 2020 coronavirus pandemic, as well as
local crises, such as the 2017 Catalan crisis, in the absence of consistent approaches and the rigid promotion of political
ideologies, SMEs become very vulnerable and require additional support from the state.

The results may also have practical benefits for Ukraine, which has been in a state of crisis since February 2022, caused by
the invasion of a foreign aggressor state. As in Spain, the Ukrainian state apparatus should pay due attention to the development
of measures to effectively support SMEs.
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I'op6avoBa Jlaypa, wmarictp cnoeniasibHOCTI «MeEHEKMEHT», YKpaiHCHKO-aMEPUKAHCHKUH YHIBEPCHUTET
Konxopmis, M. Kui, Ykpaina

Jlemiii Jlecsi, KaHIWAAT CKOHOMIYHMX HayK, MJOICHT Kadenpw MDKHAPOIHHX EKOHOMIYHUX BiIHOCHH,
MEHeIDKMEHTY Ta Oi3Hecy, YKpaiHChKO-aMepHKaHChkui yHiBepcuteT Konkopmis, M. Kuis, Ykpaina

Bnine nmoniTu4HuX (pakTOPiB HA PO3BHTOK MAJIOTO Ta cepeAHbOro 0izHecy B Icnanii

Anomauia. Y cmammi po3enfaoaemuvcs RONIMUYHA NOAApU3aYisa 0epocasHo2o anapamy Icnauii ma nepioou ii 3aeocmpenns 3
2008 no 2025 pix, ma ii 63aemo036530K i3 cmanosuwem maiux ma cepeouix nionpuemcme (MCII). [[ns niomeepodicenns 6UCHOBKI6
asmopa UKOpUCmMano cmamucmuyti oani. Memoro cmammi € OyiHKa 6naU8Y NOMIMUYHOI cmabitbHOCMi HA CIMAH | Nepcnekmusu
6iznecy. Ak memooonozito 6yn0 8UKOPUCIAHO CUCEMHUT AHANI3 Ny OniKayiil no memi, Memoou iHOYKYii i 0eoyKyii.

Pesynomamu noxazyoms, wo noiimuiHa HecmadintbHicmb ma He2amusHi O4iKy8aHHs € PAKMOPOM 2ANbMYBAHHS Y POIGUMKY
Manoeo ma cepednvboz2o OisHecy. Boonouac aepecusmne npocysanus nonimuyHux i0eonocii npu3eooums 00 CKeNMuyusmy cepeo
nionpuemyis. Takodxc HazonoweHo Ha 6nAUGI NAHOeMIi I HACIYNHO20 TOKOAYHY HA Mypum3 i NO6A3aHi 3 HUM 2any3i, a omoice, Ha
exonomiky Icnanii 3aeanom. Haeonoweno na neobxionocmi cmabinizayii' y nonimuynii cghepi 0151 NOBHO2O 3aNyYenHs: NOMEHYIaLy
EKOHOMIKU MA CIMEOPEHHSL HOBUX POOOUUX MICYb, WO 0COONIUBO ACKPABO nomimHo na npukaadi MCII.

3pobneno ucHo6ok, wjo, 6 KOHmeKcmi 2n0OANbHUX KpU3, makux K ceimosa kpuza 2008 poxy ma nandemis KOpoHasipycy
2020 poky, a makoxtc T0KANbHUX KpU3, Maxkux K kamanoucvka kpusa 2017 poxy, 3a 6i0cymHnocmi nociio08HUX NiOX00I8 i HCOPCMKO20
npocysants norimuunux ioeonocit MCII cmaiomw dyoice épaznusumu i nompebyoms 000amKo80i niompumku 3 60Ky 0epaicasi.

Pezynomamu mooicyms mamu npakmuuny xopucms i 015 Yxpainu, sika 3 momozo 2022 poky nepebysac y Kpuzoeomy cmai,
CHPUYUHEHOMY GMOPSHEHHAM [HO3eMHOI Oepacasu-azpecopa. Ak i 6 Icnanmii, ykpaincekull OepoicasHuli anapam Mae npuoiismu
HANEJNHCHY Y8azcy pO36UMKY 3axo0is 015 egpexmueroi niompumxu MCII.

Knrwuosi cnosa: mani ma cepeoni nionpuememea (MCII); nonimuuna nonspusayis; Icnauis; eKOHOMIYHA KpU3a; 0epiicasHa
niompumKa.
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Formulation of the problem. Historical experience
has repeatedly emphasized the importance and power of
the influence of politics on the quality of life of the
common man and on almost every sphere of his life. One
of these spheres is business. States such as Germany or
Switzerland have high guarantees of protection for
entrepreneurs. Nevertheless, the bureaucratic legal
framework can suffocate them and force them into overly
rigid frameworks, depriving them of the possibility of
flexibility. Countries like Venezuela and Haiti, on the
other hand, are characterized by high levels of state
corruption, and in conditions of not only hyperinflation
but also high insecurity, entrepreneurs are forced to use
security services to protect their businesses or, in the
worst case, to purchase illegal weapons. Without straying
too far from European countries and the Spanish
language, what is the situation in Spain?

As a warm card of the European Union and the 32nd
most populous country in the world, Spain is a sovereign
state with a constitutional monarchy form of
government. In 2025, the King of Spain is Philip VI;
however, as is typical of a constitutional monarchy, real
power belongs to democratically elected authorities.
Despite the advantages of this form, the coming to power
of Pedro Sanchez in 2018 has exacerbated the
polarization of the Spanish state apparatus, which has
had a significant impact on the situation of small and
medium-sized enterprises (SMEs) in the country.
Therefore, studying the impact of political factors on
economic development, especially SMEs, is an important
and recent issue.

Analysis of recent research and publications. The
impact of political factors on the economy and business is
an important topic that has been widely studied in
academic circles. In this regard, we find research on Spain
in Abad, M., Diez A. [1], Castellana, F. [2], Flores, C. P. [4],
Redaccion, C. [7] and many other scholars. The history of
dissatisfaction with political programs and their impact
on the country's business environment goes back to
2008, a period of global economic crisis. The People's
Party (PP), led by José Luis Rodriguez Zapatero in 2011,
amid the implementation of "soft" reforms, caused a
wave of discontent [7]. At the same time, the successor
party, the Spanish Socialist Workers' Party (PSOE) [1],
exacerbated the confidence gap among entrepreneurs by
pushing them toward higher taxes, such as VAT, and
declaring budget cuts in operating expenses. In contrast,
the harsh hiring policies led to the decline of the

restaurant and construction sectors as demand fell in
2012, and the agricultural sector was hit by high debt in
2013. These dynamics provoked the anger of Spaniards,
who took to the streets in protest, convinced of the
impotence of the traditional parties [2] to solve pressing
problems and improve conditions for the country's small
and medium-sized enterprises.

Research on scholarly sources has shown that the
next sharp increase in polarization was the Catalan crisis
of 2017 [2; 4; 6; 12]. Catalonia attempted to hold a
referendum to declare independence, but it has not yet
been possible to restore full political stability. The
immediate consequences for SMEs, according to The
Economy Journal [4], were the withdrawal of more than
3000 companies and headquarters from the Catalan
region, motivated by fears of a possible change in the tax
situation and a decline in economic activity.

Another important factor affecting SMEs in Spain was
the coronavirus pandemic, the response to which was
largely linked to public policy. We see research on these
phenomena in Gutiérrez, H. [5] Sanchez, R. M. [9], and
others [10], and all of them emphasize the negative
impact of the pandemic and the subsequent lockdown on
the economy. The lockdown period has passed, but new
geopolitical challenges related to the security situation in
the world, and in Europe in particular, are a significant
factor of uncertainty.

Another important factor of influence, which is
closely related to the political and to a large extent
influences it, is the factor of cultural differences, the
study of which is devoted to the work of Meyer E. [13], in
which she emphasizes the peculiarities of Spain - a
country of the subregion, focused on tourism.

Formulation of research goals. To assess the impact
of political stability on the business environment and
prospects for the development of small and medium
enterprises in the internal crisis.

In writing the article, a classical approach is used in
the form of analyzing the available literature through a
systematic analysis. Graphical visualization is also used
for in-depth analysis and ease of understanding.

Outline of the main research material. Examining the
Catalan crisis of 2017, we can see that the tourism sector,
namely the hotel and restaurant industry and the related
transport sector, was in dire straits due to the sharp drop
in tourist flows. Among the negative consequences is also
a decline in the confidence of foreign investors [12], as
shown in Fig. 1, which led to a loss of support for existing
SMEs and start-ups:
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Figure 1 - Impact of Political Uncertainty on Foreign Investment in Catalonia

Source: Prepared by the authors based on [6]

International deliveries, which play a key role in the
agricultural sector, for example, slowed down or came to
a temporary halt. The situation within the companies also
left much to be desired, with many workers divided along
ideological lines.

Pedro Sanchez's rise to power in 2018 was marked by
a series of controversial measures to improve conditions
for SMEs. In the Catalan region, confidence was still low,
especially in the context of the formation of a coalition
with Unidas Podemos by the incumbent representative
government, which led to a strong push for left-wing
reforms and social programs and drew sharp criticism
from the opposition party, coupled with accusations of
encouraging "separatist behavior." In addition to the

2019 2020 2021 2022 2023 2024

political atmosphere, it is also worth noting the
government's attempts to support domestic businesses
[8]. Such measures included increasing the minimum
wage by 22% in 2019, introducing subsidies and tax
incentives for established and newly formed start-ups,
and increasing investments aimed at the development
and transition to green energy in line with the ideological
orientation of the European Union. However, such
initiatives have caused severe pressure on several parties
at once. For example, employers have been confronted
with unaffordable wage conditions, which has led to a
tendency to reduce the number of employees, affecting
the unemployment dynamics shown in Figure 2, and
overburdening single-person responsibilities, especially
for small family businesses:
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Figure 2 — Spain Unemployment Rate

Source: Source: [11]
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The agricultural sector has failed to unlock the
potential of green investment due to ever-increasing
costs and a systematic lack of centralized government
support. Thus, while the reforms have attempted to
improve the situation of small and medium-sized
enterprises, they have mostly taken the form of financial
pressures, leading to a decline in the profitability of
Spanish companies.

On March 14, 2020, the Spanish government officially
quarantined the country due to the spread of a

Feb Mar May™*

respiratory disease known as coronavirus. While the
initial measures to prevent the spread were
well-intentioned, they also had a downside. The country's
key sector, tourism, became the most vulnerable [5].
Reduced tourist flows and early restrictions on mass
gatherings and events led to a decline in the hotel and
restaurant business, as shown in Figure 3, with more than
40% of businesses failing to stay afloat in the first waves,
and small tourist retail businesses only partially able to
switch to online sales while retaining some revenue:
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Figure 3 — Impact of the coronavirus on the main profitability indicators of the hotel sector in Spain in 2020

Source: [10]

While SMEs have been struggling in the face of the
global crisis, the state apparatus has been wasting time
on mutual accusations of inefficiency and has mostly
used available resources as arguments of "rightness"
rather than actual support for SMEs. A striking example is
the ERTE (Expediente de Regulacién Temporal de Empleo)
program [3], aimed at providing financial support to
businesses, which was criticized by the right-wing party,
along with accusations of prioritizing large companies,
while leaving micro, small and medium-sized enterprises
without adequate support. The deferral of corporate
income tax and value added tax (VAT) can be considered
as successful measures, while the introduction of
subsidies to support SMEs and loans to maintain liquidity
have been semi-successful, but the potential of these
programs has not been unleashed due to bureaucratic
red tape, which is reflected in the difficulty of collecting
the necessary documentation, as well as the lack of
resources of SMEs themselves for full or near full
recovery. This approach to support measures created
skepticism and increased entrepreneurs' distrust of the
government [9].

Conclusions. The performance and dynamics of
political stability in Spain have had a strong impact on the
efficiency, productivity and overall well-being of SMEs.
The polarization between parties, which had several
peaks from the global crisis until the post-crisis period,
was one of the main reasons for the slowdown in local
business development.

For example, the constant fluctuation of approaches
and the ideological struggle between the right and the
left led to frequent changes in tax legislation, which
deprived entrepreneurs of the opportunity to plan for the
long term and effectively switch to new conditions for
legal business. Moreover, such fluctuations, especially
during periods of heightened political tension, have been
a demotivating factor for foreign investors against a
backdrop of declining confidence.

Despite the attempts made by the current Spanish
government in these periods, the measures taken have
had little potential because they have become a factor of
financial pressure or have had little effect due to the
deplorable state of the general financial sphere, which is
expressed in high taxes and constantly increasing VAT and
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redemption rates. An additional factor hindering the
recovery and development of small and medium
enterprises was the unrealistic conditions for
applications, combined with paperwork. Many
companies, especially small and micro enterprises, found
themselves in a difficult situation due to the impossibility
of collecting the required documents, while companies of
all sizes also faced long waiting periods for the processing
of applications.

A recent example in the form of the global crisis,
which hit key sectors of the country hard, and the
ineffectiveness of the measures taken contributed to
skepticism and a gap in the trust of SME entrepreneurs in
the government. In turn, the government perceived the
period of crisis as an arena for mutual recriminations,
which led to a deterioration in the quality of attention to
the needs of SMEs. Together with the factors described
above, there has been a decrease in polarization in the
Spanish state apparatus to date, but the consequence has

been a slower pace of development for Spanish SMEs to
recover and continue their activities in the
post-coronavirus period of upheaval.

Summarizing the impact of political factors on SMEs,
it can be noted that, especially in the context of global
crises such as the 2008 global crisis and the 2020
coronavirus pandemic, as well as local crises such as the
Catalan crisis of 2017, in the absence of consistent
approaches and rigorous promotion of political
ideologies, SMEs become very vulnerable, but still an
important component in the mechanism of the economy
and the welfare of the country.

The results can also be of practical use for the
experience of Ukraine, which since February 2022 has
been in a permanent state of crisis caused by the invasion
of an aggressor state. As in Spain, the Ukrainian state
apparatus should pay due attention to the development
of measures to effectively support SMEs in the face of
constantly changing tax and labor laws and general
uncertainty.

References:

1. Abad, M. & Diez A. (2024, November 30). De Suresnes a Sevilla. 50 afios del PSOE, congreso a congreso. El Pais.
https://elpais.com/espana/2024-11-30/de-suresnes-a-sevilla-50-anos-del-psoe-congreso-a-congreso.html

2. Castellana, F. (2017, December 3). Spain’s resistance to populism after the economic crisis (ENG, 2017). Academia.edu.
https://www.academia.edu/35324559/Spains_resistance_to_populism_after_the_economic_crisis_ENG_2017.

3. ERTE: qué es y cuando se

puede aplicar. (2024, November 22).

https://www.wolterskluwer.com/es-es/expert-insights/erte-que-es-y-cuando-se-puede-aplicar.
4. Flores, C. P. (2017, December 16). La crisis politica catalana y sus efectos sobre la economia. The Economy Journal.
https://www.theeconomyjournal.com/texto-diario/mostrar/971875/crisis-politica-catalana-efectos-sobre-economia.

5. Gutiérrez, H.

(2021, January 4). The Spanish tourist sector closes its worst year since the 1970s. EL PAIS English.

https://english.elpais.com/economy_and_business/2021-01-04/the-spanish-tourist-sector-closes-its-worst-year-since-the-1970s.html

6. Kreab. (2017, October 20). 55% of international investors did not consider Catalonia as an investment destination during political

uncertainty.

Kreab.

https://kreab.com/espana/en/insight/55-of-international-investors-did-not-consider-catalonia-as-an-investment-destination-during-p

olitical-uncertainty.
7. Redaccién, C. de. (2007). La Politica
https://doi.org/10.32418/rfs.2007.247.2137.

Econdomica del

gobierno Zapatero: Revista de Fomento Social, 293-318.

8. RTVE. (2024, October 3). Sanchez anuncia 4.500 millones en subvenciones y 50.000 millones en préstamos para pymes. RTVE.
https://www.rtve.es/noticias/20241003/sanchez-anuncia-4500-millones-subvenciones-50000-millones-prestamos-pymes/16272215.

shtml

9. Sanchez, R. M. (2023, December 18). Aumenta al 60% el porcentaje de empresas que sefiala que la incertidumbre politica lastra su

actividad.

https://www.elperiodico.com/es/economia/20231218/empresas-dicen-incertidumbre-politica-lastra-actividad-95982886.

10. Sector hotelero en Esparia:

impacto

https://es.statista.com/estadisticas/1121336/covid-19-impacto-en-el-sector-hotelero-en-espana/

11. Spain Jobless Rate Rises to 14.7% in Ql.
https://tradingeconomics.com/spain/unemployment-rate.

(2019,

El Periddico.
del coronavirus en 2020. (n.d.). Statista.
April  25) Tradingeconomics.com; TRADING ECONOMICS.

12. The political uncertainty in Catalonia and doubts about global growth hinder international investment in Spain - Spain. (2019,

October

25). Spain.

https://kreab.com/espana/en/insight/the-political-uncertainty-in-catalonia-and-doubts-about-global-growth-hinder-international-inv

estment-in-spain.

13. Meyer, E. (2020) Cultural Map. Barriers to Intercultural Communication in Business. Kyiv: Nash format, 224 p.

List poboTa niueH3oBaHa Creative Commons Attribution 4.0 International License




