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Abstract

The COVID-19 crisis has triggered unprecedented governmental responses around the world to mitigate
the effects of the pandemic. Particular attention has been placed on small and medium sized enterprises
(SMEs) due to their vulnerability in the crisis and the impact of their wide-spread failure on societies.
These measures can be broadly divided into three categories, some of which may be targeted at SMEs:
economic measures in the form of direct subsidies or loans guaranteed by the governments, insolvency
and restructuring law reforms and mandatory modification of contractual obligations to relieve
performance.

Unlike many of the other advanced economies, Hong Kong has only concentrated its responses on
economic measures, in the form of the Anti-epidemic fund that provides employment payouts and other
subsidies to affected industries and a government-guaranteed loan scheme. Using new survey data on
SMEs in Hong Kong, the talk provides evidence that financially fragile SMEs, which have challenges in
obtaining bank financing during the crisis, are more likely o be unable to turn to informal trade credit and
more importantly, to be unable to access economic measures under the Anti-epidemic fund, with the
effect being more pronounced for obtaining the guaranteed loans. This study explains the implications of
the findings on why a simplified insolvency regime for SMEs is necessary to address the gap.
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