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Impact of COVID-19 Pandemic
on Financial Health of SMEs
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Abstract European governments, in order to limit the spread of the COVID-19
pandemic, adopted restrictive measures in the early 2020. These measures were
aimed at restricting business operations and the free movement of individuals. These
restrictions significantly worsened business situation of thousands of small- and
medium-sized enterprises. Compared to large companies, small- and medium-sized
enterprises generally possess limited human and financial capital and it is more
difficult for them to survive longer periods of lockdown or partial lockdown with
limited or no income. The aim of this manuscript is to analyse the impact of the
COVID-19 pandemic on the financial health of small- and medium-sized enterprises
in Slovakia. Analysis was performed on a sample of 109,340 small- and medium-
sized enterprises from Slovakia by comparison of selected financial indicators
for the pre-COVID year 2019 and the COVID year 2020 on a sector level. The
identification of statistically significant differences was performed by the Kruskal–
Wallis test (nonparametric ANOVA). Results indicate that the most COVID-affected
sectors were construction, food processing industry, law, consulting and accounting,
retail, services and tourism and gastronomy. Impact of COVID restrictions was
observed by worsened indicators of debt and profitability, while the liquidity
indicators did not worsen compared to the 2019 levels.
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5.1 Introduction

As the COVID-19 started spreading across Europe at the beginning of 2020,
European countries adopted protective measures and professional circles began to
discuss the start of currently ongoing financial crisis. Prevention of free individual
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movement, cancellation of flights and transportation links among countries, closure
of production halls or reduction of business hours of shops all directly affected
small- and medium-sized enterprises (SMEs) across Europe.

Small- and medium-sized enterprises are defined, as per the European Union
recommendation 2003/361, as companies with less than 250 employees, and annual
sales turnover below 50 million Euro or total asset value below 43 million Euro
as reported on company balance sheet. Unlike large enterprises or multi-national
corporations, SMEs might not have adequate human and financial capital to face
long-term shortage of employees due to health reasons, decrease in sales or
shortages of supply and material flow.

During the first COVID wave, which dates in Slovakia from the end of March
to May/June 2020, Slovakia experienced one of the worst economic downturns
in the European Union. Eurostat (2020) states that GDP of Slovakia decreased
by more than 5%. This decrease was caused by the production shutdown of all
four major car manufacturers (Volkswagen Slovakia, Groupe PSA Slovakia, Kia
Motors Slovakia and Jaguar Land Rover Slovakia) and followed by restriction of
related supply chain, as well as by situation on foreign markets, on which Slovak
industry is highly dependent (Bečka, 2020). According to the Statistical Office of the
Slovak Republic (2020), industrial production decreased by 7.3% year on year in the
first quarter of 2020, while in April 2020 industrial production reached an all-time
low, experiencing a record year-on-year decline of 42%. According to the Slovak
Business Agency (SBA) (2020), the automotive industry production recorded only
21.1% of the volume compared to the same month of the previous year. Due to
the introduced lockdown and limited human movement, sales revenues decreased
also in other sectors, such as accommodation services and gastronomy. Revenues in
accommodation services recorded a year-on-year decline of more than 80% in April
and May 2020. The decline in sales of gastronomy services companies was 42.10%
in April 2020 and 32.70% in May 2020 (National Bank of Slovakia, 2021).

During the second pandemic wave (October to December 2020), the partial
lockdown no longer affected industrial operations and these sectors continued to
operate. This continual operation contributed to a modest 2.0% increase of GDP
during the fourth 2020 quarter, leading to overall 2.7% GDP decline in Slovakia in
2020 (National Bank of Slovakia, 2020). The second COVID wave and its restrictive
measures impacted mainly services and retail sector as the movement of individuals
was restricted and curfew was implemented. Decline in sales revenues of these two
sectors was higher than during the first wave. At the end of the fourth quarter of
2020, this decline was 90% in accommodation services sector and 70% in catering
services (National Bank of Slovakia, 2021).

According to the SBA, the most affected sectors by restrictive measures, such
as accommodation and catering, are mainly created by small- and medium-sized
enterprises. SMEs operating in these two sectors represent up 8.9% of the total
number of SMEs in Slovakia (Slovak Business Agency, 2020). According to a
survey conducted by the Entrepreneurs Association of Slovakia on a sample of
1109 respondents from SMEs, 25% of entrepreneurs experienced a decline in sales
revenues of 31% to 50%, followed by 20% of entrepreneurs experiencing 51%
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to 80% decline in revenues, and 30% of small- and medium-sized enterprises
experienced revenue decline by more than 80% (Entrepreneurs Association of
Slovakia, 2020).

The aim of this manuscript is to analyse the impact of the COVID-19 pandemic
on financial health of SMEs in Slovakia. This analysis was conducted on a sample
of 109,340 small- and medium-sized enterprises from Slovakia whose financial
statements were already available in May 2021. Financial position of Slovak
SMEs was tested by the Kruskal–Wallis test (nonparametric ANOVA). Results
of the analysis confirm the assumption that the most affected sectors include
accommodation and gastronomy services and retail. This finding can also be of
benefit to authors in other small open economies (e.g. other countries in Central
and Eastern Europe), for which the COVID-19 pandemic had a similar course and
impact.

This manuscript is divided into six sections. The first section is the introduction,
and the second section includes literature review. Methodology is included in the
third section, and the fourth section includes the results of analysis. The last section
describes concluding remarks of this manuscript.

5.2 Literature Review

Impact of the COVID-19 pandemic on company financial health can be analysed
from several perspectives. During the first wave (Spring 2020), authors such as
Sergi et al. (2020), Wang et al. (2020), Baker et al. (2020) and Harjoto and Rossi
(2021) focused mainly on COVID impact on the stock market responses. Sergei
et al. (2020) showed that the global equity market across 76 countries reacted
negatively to the global pandemic. The decline in GDP, increasing unemployment,
inflation and long-term interest rates contributed to volatility of stock markets.
Similar findings, for Chinese economy, were observed by Wang et al. (2020) who
estimated the impact of COVID-19 on Chinese GDP at 4.8 trillion Yuan in the first
quarter of 2020. This decline represented year-on-year decline of 15.60%. Baker
et al. (2020) pointed out that responses in stock markets could be explained not only
by the lethality of the virus, but also by the government restrictions on mobility and
business activities, which mainly affected developed service-oriented economies.
Harjoto and Rossi (2021) identified significant differences in cumulative abnormal
returns on stock markets in developed and developing economies during the first
wave of COVID-19 pandemic.

Another view to analyse impact of COVID restrictions is through the analysis
of financial health of SMEs through various financial and non-financial variables.
Ciampi et al. (2021), for example, argued that the chances of SMEs to survive
the COVID-19 pandemic increased with the ability to innovate and adapt to new
market and human capital requirements. Carletti et al. (2020) analysed COVID-
related decrease in profits and equity ratios on a sample of 80,972 Italian companies.
Analysis of individual sectors conducted by Carletti et al. (2020) indicates that
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bankruptcy occurred in SMEs with high levels of pre-pandemic debt or in SMEs
from manufacturing, wholesale and trading sectors. Study of Gourinchas et al.
(2021) indicates that the least affected sector in 2020 was health and social
work, while the most affected sectors were mining, accommodation and catering.
According to a survey of more than 5800 US small enterprises conducted by
Bartik et al. (2020), the following sectors were affected the most: personal services,
tourism and lodging and restaurant/bar/catering. These sectors experienced the
lowest probability of reopening if the restrictions lasted 6 months. Efforts of
these companies to stay in business depended on availability of loans and other
economic policies to help bridge the lockdown period. Harjoto and Rossi (2021)
concluded that in emerging and developed markets the COVID-19 pandemic had
negative effects on sectors such as energy and financial services, but it also had
positive impact on other sectors like telecommunications and health care. He et al.
(2020) studied positive impact of the pandemic on high-tech industries, such as
manufacturing, information technology, education and health care, based on stock
prices on the Shanghai Stock Exchange and the Shenzhen Stock Exchange. The
negative impact was observed, like in other countries, mainly in transportation,
mining, electric and heating, and environmental sectors. This study showed a
heterogeneous reaction of industries to major emergencies to COVID-19 pandemic.

COVID impact on SMEs therefore depends on the economic sector and the
development level of an economy. Most existing studies focused mainly on SMEs
from developed economies such as the USA or Western European countries. So
far, only several studies analysed the impact of the pandemic on small open
economies such as Slovakia, other CEE or Balkan countries. Based on this gap
in existing literature, framework of this manuscript focuses on small- and medium-
sized enterprises operating in Slovakia. This manuscript compares pre-COVID and
COVID levels of liquidity, debt and profitability. Based on the results of this study,
governments of small open economies would be able to take steps to help SMEs
survive periods of reduced liquidity and keep them alive through state loans and
grants.

5.3 Research Methodology

5.3.1 Data Sample

Financial statements of 120,485 companies for the fiscal years 2019 and 2020
were collected to fulfil the aim of this manuscript. These financial statements
were already published in May 2021. The Finstat database, which contains the
financial statements of companies operating in Slovakia, was used as a data source.
All companies that were not classified as SMEs did not have published financial
statements for analysed years or did not contain some of the items required to
calculate financial ratios were removed from the data sample. The final data sample,
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after this adjustment, therefore consisted of 109,340 financial statements. The
number of companies and their division into individual sectors is shown in Table
5.1. Companies were divided into individual categories according to the NACE
classification. The largest representation of companies in the data sample was from
construction (11%), law, consulting and accounting (9%), retail (8%) and real estate
(7%) sectors.

Financial indicators of companies included in the data sample were calculated.
These indicators were divided into liquidity, debt and profitability ratios—ratios for
which the impact of the COVID-19 pandemic was expected the most. The list of all
financial ratios and their calculation is provided in Table 5.2. These indicators were
chosen as they are the most commonly used financial ratios in assessing financial
health of companies (Farooq & Qamar, 2019; Xiao et al., 2012; Xie et al., 2011)
and also because the pandemic affected mainly liquidity, profit and level of debt of
companies.

5.3.2 Statistical Methods

The Kruskal–Wallis test, also called a nonparametric one-way ANOVA (analysis of
variance), was used to verify the hypothesis that the medians of two company groups
were identical. In this study, the two groups were the pre-pandemic year 2019 and
the COVID year 2020 and their respective selected financial indicators.

The assumption of this test is the independence of the sample and the continuity
of random variable Xi, i = 1, . . . , n, where n represents the number of companies in
the data sample. As financial indicators calculated for years 2019 and 2020 were
based on independent financial statements, both measurements were considered
as independent. Also, the calculated financial indicators were expressed as real
numbers and therefore were be considered as continuous random variables—
fulfilling the second assumption of the Kruskal–Wallis test. (Gibbons, 1993).

Tested hypothesis (5.1) of the Kruskal–Wallis test has the following form:

H0 : Mj,2019 = Mj,2020 (5.1)

and alternative hypothesis (5.2) for the Kruskal–Wallis test has the following form:

H1 : Mj,2019 �= Mj,2020 (5.2)

where j equals index for particular sector, Mj, 2019 represents median of financial
indicator for sector j in pre-pandemic year 2019, and Mj, 2020 represents median
of financial indicator for sector j in pandemic year 2020. All calculations were
performed in RStudio version 1.3.959.
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Table 5.1 Sample distribution

Sector Number % Sector Number %

Advertising 2384 2.18 Intermediary activity 4266 3.90
Agriculture and forestry 2782 2.54 Law, consulting and

accounting
9735 8.90

Automobile industry 151 0.14 Media, publishing and
culture

1955 1.79

Clothing and footwear 569 0.52 Metalworking and
metallurgy

2335 2.14

Construction 12,169 11.13 Production—Other 415 0.38
Development and civil
engineering

4268 3.90 Real estate 8125 7.43

Education 1375 1.26 Research and development 1675 1.53
Electrical engineering 835 0.76 Retail 8525 7.80
Energy and mining 674 0.62 Sales and maintenance of

vehicles
2013 1.84

Engineering 1090 1.00 Service 7410 6.78
Finance 2332 2.13 Telecommunications 292 0.27
Food processing industry 1091 1.00 Tourism and gastronomy 5568 5.09
Gambling 118 0.11 Transportation and

logistics
4132 3.78

Health care 6470 5.92 Waste management 454 0.42
Chemistry and plastics 598 0.55 Wholesale 7754 7.09
Information technology 6615 6.05 Wood and paper 1165 1.07
Total 109,340

Source: own calculation based on Finstat database

Table 5.2 Financial ratios

Type Ratio Formula

Liquidity Cash ratio Cash and cash equivalents/current liabilities
Quick ratio (Cash and cash equivalents + marketable

securities + accounts receivables)/current
liabilities

Current ratio Current assets/current liabilities
Leverage Total debt-to-asset ratio Total debt/total assets

Long-term debt-to-asset ratio Long-term debt/total assets
Financial leverage ratio Total assets/total shareholders’ equity

Profitability Return on equity Net income/total shareholders’ equity
Return on assets Net income/total assets
Return on sales Operating profit/net sales

Source: own source
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5.4 Results of Analysis

The results of analysis were divided into three separate parts depending on financial
indicators used—liquidity, debt and profitability ratios. Table 5.3 contains calculated
median for liquidity ratios for the pre-pandemic year 2019 and the COVID year
2020 along with the significance levels determined by the Kruskal–Wallis test.
Based on the results, the only statistically significant change in quick and current
ratios is observed only for two sectors: health care, and law, consulting and
accounting. This change in values of the two sectors may be explained by increased
proportion of invoices (services provided on account) with longer payment periods
than direct cash or card payments. Values of cash ratio in Table 5.3 are the same for
all sectors as the differences are only in the fourth and further decimal points.

No statistically significant differences in liquidity ratios between the pre-
pandemic and the COVID year were observed for companies from other sectors.
If companies had any liquidity problems, they probably occurred only temporarily
during the first wave of the pandemic. These problems were then overcome by the
time the financial statements were prepared and published and therefore did not
result in changes in the liquidity ratios.

Table 5.4 contains the median values of the debt ratios for the pre-pandemic year
2019 and the COVID year 2020 along with the significance levels determined by
the Kruskal–Wallis test. Results indicate that the total debt or long-term debt of
companies increased statistically significantly for the construction, food processing,
law, consulting and accounting, retail, service and tourism and gastronomy sectors.
These sectors did not show any liquidity problems as described in Table 5.3—this
can be explained by increased volume of loans and outstanding invoices which
provided much-needed cash for companies. On the other hand, there are sectors such
as development and civil engineering, education, information technology and media,
publishing and culture which all increased their shareholders’ equity statistically
significantly meaning the company owners invested additional capital into their
businesses to overcome difficult COVID period.

Table 5.5 includes the median values of selected profitability ratios for the
pre-pandemic year 2019 and the COVID year 2020 along with the significance
levels as determined by the Kruskal–-Wallis test. As shown in Table 5.5, the
COVID pandemic most severely affected profit of companies. This decrease in
profitability was caused by temporary closure of many business activities and
decrease in individual consumption. Return on assets of companies from tourism
and gastronomy sector during the COVID year even reached negative numbers.
There was also significant decrease in return on sales, apart from only a few sectors
(advertising, development and civil engineering, education, gambling, intermediary
activity, real estate, and research and development). It can be concluded that the
COVID pandemic hit the economy widely, especially in company sales revenues.
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Table 5.3 Liquidity ratios and Kruskal–Wallis test

Cash ratio Quick ratio Current ratio
Sector 2019 2020 Sign. 2019 2020 Sign. 2019 2020 Sign.

Advertising 0.000 0.000 0.295 0.283 0.367 0.367
Agriculture and
forestry

0.000 0.000 0.344 0.287 0.720 0.687

Automobile
industry

0.000 0.000 0.503 0.571 1.000 0.986

Clothing and
footwear

0.000 0.000 0.285 0.249 0.705 0.563

Construction 0.000 0.000 0.384 0.363 0.563 0.552
Development
and civil
engineering

0.000 0.000 0.516 0.472 0.572 0.557

Education 0.000 0.000 0.161 0.130 0.190 0.164
Electrical
engineering

0.000 0.000 0.580 0.560 0.966 0.917

Energy and
mining

0.000 0.000 0.726 0.725 0.820 0.838

Engineering 0.000 0.000 0.600 0.565 0.922 0.954
Finance 0.000 0.000 0.217 0.265 0.279 0.340
Food processing
industry

0.000 0.000 0.148 0.154 0.424 0.412

Gambling 0.000 0.000 0.607 0.307 0.743 0.343
Health care 0.000 0.000 0.704 0.814 *** 0.905 1.000 ***
Chemistry and
plastics

0.000 0.000 0.565 0.452 1.037 0.953

Information
technology

0.000 0.000 0.648 0.647 0.713 0.719

Intermediary
activity

0.000 0.000 0.203 0.177 0.357 0.364

Law, consulting
and accounting

0.000 0.000 0.411 0.431 * 0.467 0.489 *

Media,
publishing and
culture

0.000 0.000 0.345 0.290 0.446 0.398

Metalworking
and metallurgy

0.000 0.000 0.582 0.545 0.803 0.801

Production—
Other

0.000 0.000 0.237 0.233 0.653 0.576

Real estate 0.000 0.000 0.086 0.087 0.124 0.128
Research and
development

0.000 0.000 0.488 0.482 0.556 0.568

(continued)
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Table 5.3 (continued)

Cash ratio Quick ratio Current ratio
Sector 2019 2020 Sign. 2019 2020 Sign. 2019 2020 Sign.

Retail 0.000 0.000 0.087 0.087 0.588 0.583
Sales and
maintenance of
vehicles

0.000 0.000 0.159 0.160 0.623 0.635

Service 0.000 0.000 0.143 0.152 0.241 0.268
Telecommun
ications

0.000 0.000 0.622 0.498 0.785 0.618

Tourism and
gastronomy

0.000 0.000 0.069 0.077 0.164 0.150

Transportation
and logistics

0.000 0.000 0.567 0.568 0.615 0.631

Waste
management

0.000 0.000 0.528 0.544 0.690 0.760

Wholesale 0.000 0.000 0.445 0.432 0.915 0.915
Wood and
paper

0.000 0.000 0.302 0.294 0.575 0.553

Significance codes: 0 ‘***’ 0.001 ‘**’ 0.01 ‘*’ 0.05 ‘.’ 0.1 ‘ ’ 1

Table 5.4 Leverage ratios and Kruskal–Wallis test

Total debt-to-asset ratio Long-term debt-to-asset ratio Financial leverage ratio
Sector 2019 2020 Sign. 2019 2020 Sign. 2019 2020 Sign.

Advertising 0.336 0.334 0.000 0.000 1.184 1.159
Agriculture
and forestry

0.501 0.489 0.001 0.002 1.575 1.548

Automobile
industry

0.569 0.596 0.003 0.003 1.673 1.639

Clothing and
footwear

0.508 0.487 0.001 0.001 1.378 1.306

Construction 0.535 0.559 ** 0.000 0.000 *** 1.454 1.449
Development
and civil
engineering

0.326 0.311 0.000 0.000 1.286 1.241 *

Education 0.279 0.289 0.000 0.000 1.167 1.119 *
Electrical
engineering

0.384 0.363 0.001 0.001 1.341 1.312

Energy and
mining

0.694 0.675 0.002 0.003 2.216 2.049

Engineering 0.483 0.495 0.002 0.003 1.523 1.445
Finance 0.366 0.385 0.000 0.000 1.192 1.168

(continued)
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Table 5.4 (Continued)

Total debt-to-asset ratio Long-term debt-to-asset ratio Financial leverage ratio

Sector 2019 2020 Sign. 2019 2020 Sign. 2019 2020 Sign.

Food
processing
industry

0.571 0.638 * 0.001 0.001 1.372 1.349

Gambling 0.204 0.202 0.001 0.000 1.159 1.120
Health care 0.371 0.350 0.003 0.003 1.402 1.368
Chemistry
and plastics

0.503 0.481 0.002 0.002 1.533 1.506

Information
technology

0.225 0.215 0.000 0.000 1.203 1.174 **

Intermediary
activity

0.375 0.370 0.000 0.000 1.147 1.134

Law,
consulting
and
accounting

0.266 0.261 0.000 0.000 * 1.186 1.169

Media,
publishing
and culture

0.358 0.348 0.000 0.000 1.234 1.162 **

Metalworking
and
metallurgy

0.510 0.505 0.002 0.002 1.592 1.544

Production—
Other

0.478 0.544 0.000 0.000 1.249 1.243

Real estate 0.585 0.576 0.000 0.000 1.316 1.287
Research and
development

0.257 0.259 0.000 0.000 1.180 1.178

Retail 0.605 0.612 0.000 0.000 * 1.249 1.239
Sales and
maintenance
of vehicles

0.689 0.699 0.000 0.001 1.449 1.458

Service 0.304 0.334 ** 0.000 0.000 ** 1.135 1.133
Tele commu-
nications

0.338 0.324 0.000 0.000 1.367 1.320

Tourism and
gastronomy

0.649 0.722 *** 0.000 0.001 ** 1.098 1.055

Transportation
and logistics

0.599 0.606 0.001 0.002 1.650 1.603

Waste
management

0.522 0.508 0.001 0.001 1.511 1.513

Wholesale 0.559 0.548 0.000 0.000 1.470 1.425
Wood and
paper

0.637 0.661 0.001 0.002 1.551 1.544

Significance codes: 0 ‘***’ 0.001 ‘**’ 0.01 ‘*’ 0.05 ‘.’ 0.1 ‘ ’ 1
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Table 5.5 Profitability ratios and Kruskal–Wallis test

Return on equity Return on assets Return on sales
Sector 2019 2020 Sign. 2019 2020 Sign. 2019 2020 Sign.

Advertising 0.060 0.050 0.014 0.005 ** 0.008 0.010
Agriculture
and forestry

0.018 0.018 0.005 0.004 0.721 0.016 ***

Automobile
industry

0.098 0.062 0.019 0.017 0.086 0.018 **

Clothing and
footwear

0.034 0.035 0.004 0.002 0.028 0.008 ***

Construction 0.058 0.047 *** 0.017 0.009 *** 0.026 0.013 ***
Development
and civil
engineering

0.104 0.092 ** 0.053 0.043 *** 0.037 0.055

Education 0.049 0.045 0.017 0.004 * 0.006 0.013
Electrical
engineering

0.105 0.077 * 0.046 0.029 ** 0.100 0.028 ***

Energy and
mining

0.092 0.104 0.031 0.040 1.234 0.078 ***

Engineering 0.092 0.077 * 0.041 0.026 *** 0.212 0.029 ***
Finance 0.042 0.059 0.011 0.013 0.005 0.012 **
Food
processing
industry

0.034 0.030 0.000 0.000 0.001 0.000 ***

Gambling 0.017 0.000 * 0.010 0.000 ** 0.010 0.000
Health care 0.235 0.218 * 0.159 0.146 ** 0.199 0.113 ***
Chemistry
and plastics

0.049 0.049 0.011 0.015 0.105 0.019 ***

Information
technology

0.154 0.167 0.085 0.096 0.056 0.092 *

Intermediary
activity

0.028 0.024 0.000 0.000 ** 0.000 0.000

Law,
consulting
and
accounting

0.071 0.079 0.030 0.030 0.014 0.042 ***

Media,
publishing
and culture

0.070 0.041 *** 0.029 0.006 *** 0.020 0.013 ***

Metalworking
and
metallurgy

0.085 0.060 *** 0.029 0.018 *** 0.151 0.020 ***

Production—
Other

0.031 0.023 0.001 0.000 0.008 0.000 **

Real estate 0.027 0.022 0.002 0.001 * 0.007 0.006

(continued)
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Table 5.5 (continued)

Return on equity Return on assets Return on sales
Sector 2019 2020 Sign. 2019 2020 Sign. 2019 2020 Sign.

Research and
development

0.103 0.083 ** 0.055 0.035 * 0.031 0.049

Retail 0.039 0.037 0.000 0.000 0.003 0.000 ***
Sales and
maintenance
of vehicles

0.058 0.057 0.005 0.003 0.013 0.007 ***

Service 0.029 0.027 0.001 0.000 0.001 0.001 ***
Tele commu-
nications

0.069 0.072 0.043 0.044 0.055 0.042 *

Tourism and
gastronomy

0.033 0.007 *** 0.000 −0.026 *** 0.000 0.000 ***

Transportation
and logistics

0.042 0.059 * 0.005 0.007 0.019 0.015 ***

Waste
management

0.032 0.076 * 0.005 0.015 0.023 0.022 *

Wholesale 0.061 0.053 ** 0.013 0.010 ** 0.046 0.011 ***
Wood and
paper

0.040 0.039 0.007 0.004 0.049 0.009 ***

Significance codes: 0 ‘***’ 0.001 ‘**’ 0.01 ‘*’ 0.05 ‘.’ 0.1 ‘ ’ 1

5.5 Conclusions

The aim of this manuscript was to analyse the impact of the COVID-19 pandemic on
the financial health of SMEs in Slovakia. This analysis was performed on a sample
of 109,340 SMEs from Slovakia by comparison of selected financial indicators
for the pre-pandemic year 2019 and the COVID year 2020 on a sector basis. The
results of this manuscript show that the most significant impact was on profitability
indicators, which decreased significantly in the majority of sectors. Impact of the
COVID restrictions was less significant for debt indicators, which only increased
in the most affected sectors. The lowest impact of the pandemic was observed for
the liquidity indicators, where only two sectors experienced statistically significant
decrease. Unlike profitability and debt indicators, it can be assumed that companies
managed to overcome their liquidity problems by the time their financial statements
were prepared, and therefore no significant changes in the liquidity indicators were
observed in this manuscript.

The most affected sectors, in terms of both debt and profitability, were construc-
tion, food processing industry, law, consulting and accounting, retail, service, and
tourism and gastronomy. This finding is in line with findings of other authors like
Bartik et al. (2020). Bartik identified the most significant COVID impact on the
tourism and gastronomy sector. Compared to other studies, however, this manuscript
showed also significant decrease in profitability ratios (especially return on sales)
across majority of the sectors. Year on year, though, even increase in the return
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on assets or return on equity was observed in some sectors (e.g. transportation
and logistics, waste management), and this increase was statistically significant for
return on assets. Nevertheless, these sectors cannot be considered as those purely
benefiting from the ongoing COVID-19 pandemic.

Possible limitation of this study is that its data sample does not include financial
reports of all SMEs operating in Slovakia, but only those that published their
financial statements by May 2021 (in regular deadline). It is highly likely that these
companies are among those with better financial health and have not requested the
Financial Administration of Slovakia for extension of their tax return deadline. The
financial situation of companies that ceased business activities in 2020 was not
considered in this research. If these companies were considered in this manuscript,
its results might have been more unfavourable.

Suggestion for future research is to conduct similar analysis on the sectors basis;
however, further comparison among various countries might provide also interesting
results.
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Bečka, M. (2020). The Impact of the current global pandemic of SARS-CoV-2 on employment in
the Slovak economy. Economic Review, 49(2).

Carletti, E., Oliviero, T., Pagano, M., Pelizzon, L., & Subrahmanyam, M. (2020). The COVID-19
shock and equity shortfall: Firm-level evidence from Italy. The Review of Corporate Finance
Studies, 9(3), 534–568. https://doi.org/10.1093/rcfs/cfaa014

Ciampi, F., Giannozzi, A., Marzi, G., & Altman, E. (2021). I: Rethinking SME default prediction:
A systematic literature review and future perspectives. Scientometrics, 126, 2141–2188. https:/
/doi.org/10.1007/s11192-020-03856-0

Entrepreneurs Association of Slovakia: Názory podnikatel’ov na dopady druhej vlny korona
krízy, (2020). available at: https://www.zps.sk/novinky/2020/vysledky-prieskumu-nazory-
podnikatelov-druha-vlna. Accessed 24 May 2021.

Eurostat: Newsrelease Euroindicators 91/2020. (2020). Available at: https://ec.europa.eu/
eurostat/documents/2995521/10294996/2-09062020-AP-EN.pdf/8a68ea5e-5189-5b09-24de-
ea057adeee15. Accessed 21 May 2021.

Farooq, U., & Qamar, M. A. J. (2019). Predicting multistage financial distress: Reflections on
sampling, feature and model selection criteria. Journal of Forecasting, 38(7), 632–648. https://
doi.org/10.1002/for.2588

Gibbons, J. D. (1993). Nonparametric statistics – An introduction. SAGE Publications Ltd..
Gourinchas, P.O., Kalemli-Özcan, S., Penciakova, V. and Sander, N: COVID-19 and SME Failures,

(2021). Working paper no. 27877, available at: http://www.nber.org/papers/w27877

http://doi.org/10.1093/rapstu/raaa008
http://doi.org/10.1093/rcfs/cfaa014
http://doi.org/10.1007/s11192-020-03856-0
https://www.zps.sk/novinky/2020/vysledky-prieskumu-nazory-podnikatelov-druha-vlna
https://ec.europa.eu/eurostat/documents/2995521/10294996/2-09062020-AP-EN.pdf/8a68ea5e-5189-5b09-24de-ea057adeee15
http://doi.org/10.1002/for.2588
http://www.nber.org/papers/w27877


76 L. Papíková et al.

Harjoto, M.A., & Rossi, F. (2021). Market reaction to the COVID-19 pandemic: Evidence from
emerging markets. International Journal of Emerging Markets, Vol. ahead-of-print No. ahead-
of-print. https://doi.org/10.1108/IJOEM-05-2020-0545.

He, P., Sun, Y., Zhang, Y., & Li, T. (2020). COVID–19’s impact on stock prices across different
sectors—An event study based on the Chinese stock market. Emerging Markets Finance and
Trade, 56(10), 2198–2212. https://doi.org/10.1080/1540496X.2020.1785865

National Bank of Slovakia: Ekonomický a menový vývoj – jar 2021. (2021). Avail-
able at: https://www.nbs.sk/_img/Documents/_Publikacie/ekonomicky_menovy_vyvoj/2021/
protected/emv_jar-2021.pdf. Accessed 24 May 2021.

National Bank of Slovakia: Flash odhad HDP a zamestnanosti: Druhá vlna pandémie zas-
tavila rýchle dobiehanie strát. (2020). Available at: https://www.nbs.sk/_img/Documents/
_komentare/2021/1225_rk_fHDP_20210216_4q20.pdf. Accessed 24 May 2021.

Sergi, B., Harjoto, M. A., Rossi, F., & Lee, R. (2020). Do stock markets love misery?
Evidence from the COVID-19. Finance Research Letters, 101923. https://doi.org/10.1016/
j.frl.2021.101923

Slovak Business Agency: Analýza malých a stredných podnikov pôsobiacich v
odvetviach najviac zasiahnutých karanténnymi opatreniami. (2020). Available at: http:/
/www.sbagency.sk/sites/default/files/analyza_msp_posobiacich_v_odvetviach_najviac
_zasiahnutych_karantennymi_opatreniami.pdf. Accessed 24 May 2021.

Slovak Business Agency: Podpora zamestnanosti v období koronakrízy v SR a v
okolitých krajiných. (2020). Available at: http://monitoringmsp.sk/wp-content/uploads/
2020/08/Podpora-zamestnanosti-v-obdob%C3%AD-koronakr%C3%ADzy-v-SR-a-v-
okolit%C3%BDch-krajin%C3%A1ch.pdf. Accessed 24 May 2021.

Statistical Office of the Slovak republic: Štatistická správa o základných vývojových tendenciách
v hospodárstve SR – 1. štvrt’rok. (2020). Accessed 24 May 2021.

Wang, Y., Fang, Z., & Gao, W. (2020). COVID-19’s impact on China’s economy based on
data of Spring Festival travel rush. Working paper, available at: https://papers.ssrn.com/sol3/
papers.cfm?abstract_id53554638. Accessed 22 May 2021.

Xiao, Z., Yang, X., Pang, Y., & Dang, X. (2012). The prediction for listed companies’ financial
distress by using multiple prediction methods with rough set and Dempster–Shafer evidence
theory. Knowledge-Based Systems, 26, 196–206. https://doi.org/10.1016/j.knosys.2011.08.001

Xie, C., Luo, C., & Yu, X. (2011). Financial distress prediction based on SVM and MDA methods:
The case of Chinese listed companies. Quality & Quantity, 45(3), 671–686. https://doi.org/
10.1007/s11135-010-9376-y

http://doi.org/10.1108/IJOEM-05-2020-0545
http://doi.org/10.1080/1540496X.2020.1785865
https://www.nbs.sk/_img/Documents/_Publikacie/ekonomicky_menovy_vyvoj/2021/protected/emv_jar-2021.pdf
https://www.nbs.sk/_img/Documents/_komentare/2021/1225_rk_fHDP_20210216_4q20.pdf
http://doi.org/10.1016/j.frl.2021.101923
http://www.sbagency.sk/sites/default/files/analyza_msp_posobiacich_v_odvetviach_najviac_zasiahnutych_karantennymi_opatreniami.pdf
http://monitoringmsp.sk/wp-content/uploads/2020/08/Podpora-zamestnanosti-v-obdob%C3%AD-koronakr%C3%ADzy-v-SR-a-v-okolit%C3%BDch-krajin%C3%A1ch.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id53554638
http://doi.org/10.1016/j.knosys.2011.08.001
http://doi.org/10.1007/s11135-010-9376-y

	5 Impact of COVID-19 Pandemic on Financial Health of SMEs
	5.1 Introduction
	5.2 Literature Review
	5.3 Research Methodology
	5.3.1 Data Sample
	5.3.2 Statistical Methods

	5.4 Results of Analysis
	5.5 Conclusions
	References


