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Abstract

Apart from causing a global pandemic,
COVID-19 has also affected many industries
worldwide, causing the economic position of bu-
sinesses to weaken. This study provides an em-
pirical assessment of the impact of COVID-19
on the economic position of micro, small, medi-
um, and large business enterprises in Kosovo.
While COVID-19 has been detrimental to many
businesses, many of them have adapted to the
possibilities, created by the new situation. Our
findings indicate that almost all enterprises have
reported a financial loss, and more than one-third
have laid off employees. More than one-half of

1. INTRODUCTION

Since COVID-19 (coronavirus pan-
demic) was first announced in December
2019, in addition to spreading, the virus
has also impacted the society and the econ-
omy of the affected countries. According
to the World Bank estimates (2020), the
COVID-19 pandemic is considered to have
caused the largest global recession in eight
decades. In particular, the measures for

the enterprises have changed product delivery
methods, and more than one-third have reorga-
nized and changed their organizational structure.
Meanwhile, around one-sixth of enterprises have
changed their primary activity and have decla-
red the need for new employees. Furthermore,
surveyed enterprises have reported issues in re-
taining applicable contracts, supply of materials,
trust in supply chain partners, and product place-
ment, among others.

Keywords: COVID-19 pandemic, economic
impact, business enterprises, Kosovo

restriction of movement globally synchro-
nized, and the shock that financial markets
encountered, affected each other and led
to an unprecedented economic halt. For
this reason, the global recession caused by
COVID-19 is unique.

Considering that the COVID-19 situa-
tion might continue, assessment of its im-
pact, both for society and the economy,
is important for planning the measures
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to minimize damages and ensure recov-
ery from the crisis. Like other countries,
Kosovo has also been affected by this virus,
which first appeared in early March 2020.
In this case, the response of the relevant in-
stitutions with supportive policies of short-
term character was immediate. However, it
was the first time that Kosovo, since its in-
dependence, was facing an economic shock
that hit the economy, which was already
quite fragile. This will have consequences
in the future, because many of the enter-
prises have lost their partners and custom-
ers, and have been damaged with their ef-
forts to try to change sectors. The pandemic
outbreak’s impact on economic activity is
expected to be long-standing: it may even
bring businesses to permanent closure and
employees to lose their jobs (World Bank
Group, 2020).

Kosovo enterprises have undergone a
radical change during the period of an ex-
traordinary pandemic situation. There have
been major changes, in terms of human re-
source management, adaptability, and adap-
tation to regulations, instructions issued by
state institutions, management of emergen-
cies, etc. However, while COVID-19 has
caused challenges for doing business, it si-
multaneously introduced opportunities for
innovation. For instance, to avoid physical
interaction and at the same time preserve
market continuity, organizations had to re-
organize and search for digital alternatives
to deliver their goods and services. Those,
that could adapt to these changes, could sur-
vive through the crisis.

As one needs to identify and assess the
effects of the new situation, our research
is focused on presenting the perspective of
Kosovo business enterprises (including mi-
cro, small, medium, and large), when con-
fronting the COVID-19, and on assessing
the economic impact that the crisis had on
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these enterprises. Respectively, our research
addresses the impact of COVID-19 on
business enterprises, in terms of financial
damage, laying off employees from their
workplace, reorganization and change in or-
ganizational structure, primary activity re-
development, adoption of alternative ways
for goods and services delivery, and the
need for new employees during this time. In
addition, various other business issues such
as difficulties in retaining applicable con-
tracts, supply of operating materials, trust
in supply chain partners, and product place-
ment will be presented, among others.

This research intends to contribute to
a better understanding of the economic
impact of COVID-19 in general while fo-
cusing explicitly on Kosovo business en-
terprises. We consider that its findings are
important in the sense that, first and fore-
most, they add up to a more comprehensive
knowledge of the pandemic impact world-
wide. On the other hand, relevant institu-
tions and the business community can use
them to reduce the negative effects of the
crisis. Simultaneously, the findings might
help to gain new insights on how to react
to crises, as to minimize the effects on the
economy. Lastly, we consider that this study
provides enough data and information to be
a benchmark for other research in this field.

The rest of this research paper is organ-
ized as follows: first, the research method
and related literature are presented, fol-
lowed by a discussion of empirical results,
and, finally, conclusions and recommenda-
tions are provided.

2. METHODS

This research is based on primary data,
which were collected through a question-
naire, administered online in June 2020.
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Participants were recruited via e-mail and
social sites, with their consent. The analysis
was conducted on a valid data set of 205 re-
spondents (i.e business enterprises). In ad-
dition, peer-reviewed literature and relevant
reports of state institutions were included,
as they were considered to provide valuable
data on the subject matter.

Table 1. Stratified sample characteristics

The data is quantitative and has been an-
alyzed by using the Statistical Package for
the Social Sciences (SPSS), specifically by
using the descriptive data analysis (descrip-
tives, frequencies, cross-tabulations). The
following table presents the sample, which
was stratified.

Enterprlsels by no. of Years of operations Region of operation Enterprises by economic
employees sectors
1-9 56.1% 0-2 17.1% Prishtiné | 53.2% | Retail 16.1%
10-49 34.1% 35 23.4% Gjilan 16.6% | Services 19.5%
50-249 7.3% 6-9 16.1% Prizren 13.7% Production 29.3%
>250 2.4% >10 43.4% Ferizaj | 5.90% | Gstronomy/ | ) 5,
Hotels
Pejé 5.4% Technology 12%
Mitrovicé | 3.4% Textile 9%
Gjakové 2% Wholesale 8.8%
Education 2.4%
Transport/ N
Logistics 1.5%

Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N = 205
Note: The questionnaire consisted of 18 questions. Of these, 8 questions were demographic, 2 related
to employees, 8 questions related to the financial condition of the enterprise, activities, and operations.

3. LITERATURE REVIEW

The COVID-19 pandemic has already
put the economy and the labor market in
an unfavorable situation, negatively affect-
ing not only the supply (goods and services
produced) but also the consumer demand
(consumption and investment). All com-
panies, regardless of their size, are facing
serious challenges, particularly those in
the transport, tourism, manufacturing, and

service industries, being realistically threat-
ened with significant declines in revenue,
non-solvency, and layoffs.

A variety of scientific papers have ad-
dressed this issue and measured the impact
of the pandemic. In an initial assessment,
according to IMF estimates (2020a), the
COVID-19 pandemic has shifted the 2020
global growth outlook, from the projected
growth of more than 3% worldwide to a

! Categorization of enterprises by size is based on Kosovo Agency of Statistics (Kosovo Agency of Statistics, Q2

2020b)
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rapid decline of 3% that is even worse than
the loss seen during the 2008—09 global fi-
nancial crisis. Fernandes (2020) found a
median GDP decline of -2.8% in 2020,
when estimating the potential global eco-
nomic costs of COVID-19 and the GDP
growth of 30 countries, while in other sce-
narios, GDP could fall by more than 10%,
and, in some countries, by more than 15%.

Empirical research worldwide shows
that lockdowns have forced half of all
small businesses to temporarily stop trad-
ing and 60% of SMEs risk emptying their
cash reserves (Cowling, Brown, & Rocha,
2020; Giupponi & Landais, 2020). The re-
sources that SMEs use, such as bank and
equity finance, venture capital, and busi-
ness angel finance (Brown & Lee, 2019),
fall sharply during times of crisis and reces-
sion (Howell, Lerner, Nanda, & Townsend,
2020), including the COVID-19 pandemic.

A study by Fairlie (2020) indicates that
only from February to April 2020, the num-
ber of actively operating businesses in the
U.S. decreased by 3.3. million, or 22%, due
to COVID-19. As for economic activity, the
number of active businesses in most major
industries, such as construction, hospitality,
transportation, and personal services experi-
enced a downfall, as a consequence of the
pandemic. Shafi et al. (2020) found that en-
terprises in Pakistan have been affected in
terms of financing, supply chain disruption,
decrease in demand, as well as a reduction
in sales and profit and that 83% of them
were not prepared and had no plans to man-
age the situation.

Results from another study on the ef-
fects of coronavirus on small businesses,
conducted in the United States by Bartik
et al. (2020), show that 41.3% of surveyed
businesses were temporarily closed as a
result of the pandemic, while a consider-
ably smaller number (1.8%) claimed to be
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permanently closed. Only 1.3% stated that
they are temporarily closed, due to other
reasons, while 55.5% stated that they are
still operational. According to this research,
the decline in active businesses has come as
a shock to America’s small firms and has af-
fected all industries.

Micro, small, and medium enterprises
are negatively affected in case of catastro-
phes, even if it does not affect them directly,
and this is attributed to the interruption of
the worldwide supply chain (Prasad, Su,
Altay, & Tata, 2015). Brown (2020) noted
that, among Scottish SMEs, small busi-
nesses are the most affected, with the great-
est negative effect coming from the uncer-
tainty, caused by the crisis. Responses from
small businesses, in a study by Bartik et al.
(2020), show that 38% felt it was doubtful,
or only likely, that they would be operat-
ing at the end of 2020. A study conducted
in China, by Lu, Wu, Peng & Lu (2020),
shows that many SMEs faced cash-flow
risks, because, although they had little or no
revenue, they still had to pay for fixed costs.
This study also shows that the pandemic
resulted in a substantial drop in market de-
mand, with about 35.5% of SMEs and close
to 40% of SMEs in the primary and tertiary
sectors considering this to be the main rea-
son to close their companies. Moreover, it
was also found that raw material shortages
were a concern for approximately 30% of
SMEs, coming from primary and secondary
industries, while cash flow shortages were
a concern for 35.9% of primary industry
SMEs and 29.5% of new economy SMEs
(Lu et al., 2020). In addition, according to
the same study, under current conditions of
cash flow, for approximately 60% of SMEs,
it was impossible to survive for more than
three months, and 80% of them stated
that they will not be able to survive over
six months if the impact of the pandemic
continues.
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A paper by Buffington et al. (2020),
shows that COVID-19 has harmed the ac-
tivity of 89.9% of small businesses in the
U.S., from which 51.4% have experienced
a major negative effect and 38.5% a mod-
erately negative effect. Other estimates
from this study indicate that 44.9% of
businesses faced disruption in their supply
chain. Furthermore, to continue their opera-
tion, about 15.2% of businesses (especially
those of the food service industry and re-
tail) implemented the home delivery meth-
od as an alternative for generating income
(Buffington et al., 2020).

In Kosovo, the economic activity, due to
the global pandemic had been forecasted to
decline by 8.8% in 2020, and its impact was
expected to carry over into 2021 (World
Bank Group, 2020). Furthermore, CBK
forecasted a real decline of 2.9% in con-
sumption in 2020, while investments were
expected to have a real decline of 12.1%
in 2020; public investments 22.1%, and
private investments 9 % (Central Bank of
Kosovo, Q 1/2020). If we compare the sec-
ond quarter (Q2 2020) to the same quarter
of the previous year (Q2 2019), in terms of
GDP, it has decreased by -9.28% (Kosovo
Agency of Statistics, Q2 2020a).

The spread of the pandemic in Kosovo,
combined with the restriction of movement
and the closure of many businesses had an
immediate impact on unemployment, as
well. For example, the number of job seek-
ers went from 114,439 in March 2020, up
to 185,371 in June 2020 (Kosovo Agency
of Statistics, 2020¢). In other words, there
was an increase of 62% in the number of
job seekers during this period. On the other

hand, the number of registered enterprises
in the second quarter (Q2 2020) compared
to the same quarter of the previous year (Q2
2019) has decreased by -23.4% (Kosovo
Agency of Statistics, Q2 2020b).

The region of the Western Balkans is
also facing an economic crisis in the pe-
riod of the pandemic, which (except for
Serbia), according to the IMF (2020b),
was expected to have a decline of 5.2% in
economic activity in 2020. Unemployment
has always been a problem for the entire
Western Balkans region, although in 2019
unemployment figures for the entire region
were improved: e.g., in Kosovo, unemploy-
ment decreased by 3.8%?2, compared to the
previous year. By June 2020, however, the
unemployment rate in the region (estimated
to be 15.9%), except for Serbia, compared
to June 2019, increased by 0.5 pp, with
139,000 jobs lost, and businesses, chal-
lenged by the situation, had shortened em-
ployee working hours (World Bank Group,
2020). These figures indicate the impact
of the crisis on the economy and business
operations.

4. RESULTS AND DISCUSSION
OF THE EFFECTS OF
COVID-19 ON KOSOVO
ENTERPRISES

4.1. Demographic profile

To assess the effects of COVID-19 on
Kosovo business enterprises, we collected
demographic data, providing a more com-
plete insight into our sample, consisting of
205 respondents.

2 Calculation: 29.5 percent (2018) minus 25.7 percent (2019) = -3.8 percent (World Bank Group, 2020)
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Table 2. Demographic profile of respondents (in %)

Gender Level of education Age group
Male 74% High school 18% 18-24 12%
Female 26% Bachelor 44% 25-34 42%
Master 33% 35-44 32%
PhD 5% 45-54 10%
55-64 4%

Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N = 205

As shown by the previous table, women
own 26% of the surveyed enterprises, while
men own 74%. Our research has confirmed
the gender structure of business founders in
Kosovo, which approximately corresponds
with the data in the Statistical Repertoire of
Economic Enterprises in Kosovo (Kosovo
Agency of Statistics, 2020, Q1), according
to which, about 76% of registered enter-
prises in Kosovo are owned by male own-
ers and 21% by female owners. The remain-
ing 3% have mixed ownership. Regarding
education, 77% of respondents have either
a Bachelor’s or a Master’s degree, i.e. the
qualification structure is quite satisfactory,
which could be encouraging, since com-
pany leadership must be well prepared to
identify and evaluate the developments dur-
ing the global pandemic, as well as develop
crisis strategies. There is only a moderate
percentage (18%) of businesses, managed
by respondents with high school degrees.
Assuming that these firms operate for a
long time and have substantial expertise,
they should be able to effectively resolve
the situation by using the appropriate finan-
cial assistance.

Data from the surveyed business enter-
prises also show that the responding en-
trepreneurs belong predominantly to the
younger age groups and have an appropriate
educational background. The average age
of these entrepreneurs is between 25 and 44
years, with 74% of respondents, belonging
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to this age group. This is promising because
these managers have both the knowledge
and the skills to manage the challenges of
their enterprises during and after the pan-
demic, and to win back markets and con-
sumers. The only downside may be the
insufficient experience in dealing with eco-
nomic crises of this nature.

4.2. Employee layoffs

Kosovo’s employment situation, marked
by the unemployment rate of 25% (Kosovo
Agency of Statistics, 2020b) has always
been unfavorable, causing it to enter the
economic crisis, caused by the coronavirus
outbreak, with the delicate labor market.
COVID-19 has affected most sectors of
Kosovo’s economy, weakening the econom-
ic power of enterprises, which, for a very
short time fell into a shock from isolation,
along with the inadequate opportunities to
produce or provide services. As a result,
the revenues began to decline, while the li-
abilities to banks and other partners were
still active, creating preconditions for bank-
ruptcy. In this scenario, due to the failure to
pay the workers, a vast number of employ-
ers were forced to lay off a large number of
employees, either on a permanent, or a tem-
porary basis, thus, leaving workers with no
income. This is the point, where the chain
effect occurred, causing a decline in buying
power and a drop in consumer demand.
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According to a study, conducted by
BSCK (Krasniqi, 2020), on a sample of
250 enterprises, in the period from 1 to 15
April 2020, the private sector in Kosovo
had temporarily laid off about 60-70%
of employees, and if the pandemic situa-
tion continues to be the same over the next
three months, firms had reported that they
would be forced to permanently cancel
job contracts of about 40% of employees.
On the other side, according to Statistical
Repertoire on Economic Enterprises in
Kosovo (Q2 2020b), a total of 2,033 enter-
prises were registered in the second quarter
of 2020. The number of registered enter-
prises decreased by -12.03%, as compared
to the previous quarter (Q1 2020), and by
-23,4% compared to the same quarter of
the previous year (Q2 2019). These statis-
tics further affirm the difficult position of
business enterprises during the time of iso-
lation, as well as the unfortunate effect on

Layoffs

N

iy

= Yes

63.4%

employment. These development apply to
the reporting period only.

From the survey we conducted in the
enterprise sector of Kosovo, 63.4% of re-
spondents declared that they had not laid off
any employees, while 36.6% have done so
(see Figure 1). If we break it down by the
number of employees, 24.9 % of enterprises
have laid off 1-4 employees, either in the
short or long term, whereas there are appx.
8% enterprises, laying off a larger num-
ber (five to ten) of employees. Meanwhile,
3.4% of enterprises terminated 11-90 em-
ployees (see Figure 1). We must be aware,
however, that there is a high percentage
of micro-enterprises in Kosovo that hire a
small number of workers, or where work-
ers belong to the family circle, and that this
percentage does not necessarily represent
the actual state of the loss of work in the
Kosovo enterprise sector.

Layoffs by no. of employees

3.4%
8.3%
A0 ‘
y | =0
y N A
% 1-4

24.9% c 10

11-90
63.4%

Figure 1. Number of enterprises reporting layoffs and the number of laid-off employees, due to

COVID-19

Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N = 205

If we relativize the number of business en-
terprises, which have not laid off any em-
ployees, such as micro-enterprises, we may
assume that the data is not statistically sig-
nificant, because those are, most likely, to
be family-type enterprises. Therefore, the
statement that no workers have been laid

off is accurate, but statistically not signifi-
cant. Of course, this topic involves other
issues, related to the nature of informal
employment or non-declaration of em-
ployees, among others. After the pandemic
phase, however, the continuation of these
enterprises is believed to be difficult, but
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simultaneously promising, depending on
their entrepreneurial potential.

4.3. Need for new employees

Though COVID-19 has introduced dif-
ficulties in doing business, at the same time,
it has created innovation prospects for busi-
nesses. In general, the pandemic has influ-
enced the essence of doing business, par-
ticularly the way services and products are
offered in the market. Businesses that have
found a way to innovate have also had the

opportunity to hire additional staff dur-
ing this time. In this regard, the findings of
our study indicate that the majority of sur-
veyed enterprises did not need to recruit
new workers. In response to the question
“Did you have to hire new employees dur-
ing COVID-19?", 15% of surveyed enter-
prises responded positively. The remaining
85% stated that they did not need any new
employees during this period.

Need for new employess by economic sector

Textile 0%

|

Technology 16%

Gastronomy/Hotels [ oy

\

Education 20%

Wholesale 11%

|

Transport/Logistics 33

Retail Trade 3

|

Services 25%

\

Production 20%

H No

0%

84%

00%

80%

89%

66%

94%

75%

80%

Yes

Figure 2. Need for new employees by economic sector during COVID-19

Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N = 205

In terms of industry, results from the
cross-tabulation of the enterprise sector
and the need for new employees during
COVID-19 (see Figure 2) show that gas-
tronomy and textile production sectors did
not need to hire any new employees during
the coronavirus pandemic. This is reason-
able, given that these industries have not
been able to operate during the lockdown
(due to government restrictions), and si-
multaneously, appear to be among the most
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affected sectors in Kosovo. Similarly, data
from the Kosovo Agency of Statistics (Q2
2020a) show that, among economic ac-
tivities that marked a decline in the second
quarter, are also accommodation and food
service, which suffered a decline of -24.4%.

The sector that had the highest need for
new employees is transport/logistics, with
33% of respondents declaring such a need,
which is expected, given the fact that al-
most all other industries began delivering
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their products, ordered online, directly to
their clients.

Service, with the 25% of respondents
needing new employees, as well as produc-
tion and education with 20%, and technol-
ogy, with 16%, are following in this regard,
whereas the sectors that needed the least ad-
ditional workers are wholesale (11%) and
retail (6%).

4.4. Enterprise reorganization,
change of organizational
structure, and primary activity

According to studies on organizations
worldwide, many businesses are reorganiz-
ing to be responsive to the crisis, by tran-
sitioning to new operating norms (Graves
& Karabayeva, 2020), and developing new
products and services to remain in the mar-
ket (Chesbrough, 2020). We were also in-
terested to see the transition or flexibility,
shown by enterprises about their reorga-
nization, i.e. change of the organizational
structure and the primary activity, as a re-
sponse to the situation that unexpectedly
emerged from the COVID-19.

Our research results on the reorganiza-
tion of Kosovo business enterprises indi-
cate that surveyed enterprises are not poor-
ly placed in this respect. To the question
“Have you reorganized and changed the or-
ganizational structure due to COVID-19?”
a considerable number (37%) answered
positively, while the remaining 63% have
not made such arrangements.

On the other side, the new economic
conditions, brought on by the coronavirus
pandemic, introduced the need for certain
goods and services, while many previous

business activities became almost impos-
sible. In fact, in this difficult time, chang-
ing the primary activity was a solution for
many organizations. Most firms altered
or restructured their primary activity and
produced goods and services that were
more required in the COVID-19 scenario.
In the case of our study, results indicate
that the majority of enterprises have not
changed their primary activity. In response
to the question “Have you changed your
companys primary activity at the time of
COVID-19?", 17% of surveyed enterprises
answered positively, while 83% of them
have not done so. The data show that de-
spite the aggravated economic position of
many enterprises, only a relatively small
number of them have made changes in this
regard.

4.5. Changes in product and service
delivery

The new situation and the global eco-
nomic slowdown have driven many busi-
nesses to search for alternative ways to
provide their customers with goods and ser-
vices. As new cases of infections with the
coronavirus have arisen around the world,
research and analyses were conducted on
how to change the way, in which businesses
could offer their goods and services. While
the lockdown had made it impossible for
many industries to continue to provide their
services, others, such as education, finan-
cial services, consulting and media, as well
as the back-office service providers had to
adjust suddenly and began operating in al-
ternative ways to preserve the business con-
tinuity (Carnevale & Hatak, 2020; Tuzovic
& Kabadayi, 2020).
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Change in the way of delivering
products & services

48% Yes
52% No

Change in the way of delivering products
& services by enterprise size

1-9 10—-49 50-249 >250

Yes ®No

Figure 3. Change in the way of delivering products and services as a result of COVID-19
Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N =205

Our research results, related to the ques-
tion “Have you changed the way of deliv-
ering your products and services during the
COVID-19 situation? ” (see Figure 3), show
that 52% of the enterprises have shifted the
way they deliver their goods and services,
while 48% have not considered doing so.
Against this background, Kosovo enterpris-
es have demonstrated a satisfactory level of
adaptability to the changing environment.
These businesses have managed to meet
their customer needs and keep their busi-
ness continuity at the same time. On the
other hand, a high amount of the remain-
ing enterprises (48%), have not taken such
actions. However, this is not necessarily
linked to their will, as it is likely that many
industries have found it impossible to oper-
ate in any manner.

The change in the way products and ser-
vices are delivered may also depend on the
size of the enterprise. To see if business size
has been a challenge, or an advantage in
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this regard, we have analyzed a cross-tab-
ulation between the declaration of business
enterprises on the change of delivering their
products and the enterprise size. Results in-
dicate that 45% of micro-enterprises, 57%
of small enterprises, and 80% of medium-
sized enterprises have changed the way
they provide their customers with goods
or services (see Figure 3). We can say that
medium-sized enterprises have mostly
changed the way they offer products or ser-
vices, compared to enterprises of other siz-
es. It is worth noting that 60% of the large
enterprises surveyed have stated that they
have not changed the way of providing their
products and services.

To determine which economic sectors
have been more flexible, or had more op-
portunities to change the way products
or services are delivered to their custom-
ers, we conducted a crosstabulation of the
change in the way products and services are
provided with the economic sector.
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Figure 4. Declaration of enterprises on the shift in the way of delivering their products and services

as a result of COVID-19 by the economic sector

Textile

Technology o5

%
Gastronomy/Hotels

20%

Education

Wholesale 28

Transport/Logistics

\\

|

56%
44
75%

56%

80%

%

72%

33%

67%
67%

50%
50%

Retail Trade 339
0,
Production 3%

0%

10%

20% 30%

63%

40% 50% 60% 70% 80% 90%

ENo HYes

Figure 4. Declaration of enterprises on the shift

in the way of delivering their products and services

Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N =205

As demonstrated by Figure 4, the edu-
cation sector has declared the largest per-
centage (80%) of change in the way ser-
vices were offered, which relates to online
learning. Organizations need to be agile and
build capabilities quickly, to utilize the op-
portunity for digitalization and withstand
the changes, induced by the environment
(Seetharaman, 2020). Educational institu-
tions are, certainly, a good example of these
unexpected environmental changes. Among
other sectors of the economy, trade (72%)
has changed most, in terms of how goods
are offered. While we notice an almost
equal proportion to other sectors, in terms
of changes in the way products or services,

are offered to customers, it is worth noting
that 75% of enterprises in the technology
sector have not changed the way they pro-
vide their goods and services.

4.6. Financial damage in enterprises
caused by COVID-19

The lockdown has caused different
kinds of harm for many enterprises, espe-
cially financial damage. We have asked
Kosovo enterprises for their assessment of
the financial damage, caused by the situa-
tion with COVID-19, and the findings show
that the crisis has had a considerable impact
in this regard.
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Figure 5. Assessment of financial damage of enterprises as a result of COVID-19
Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N = 205

As demonstrated by Figure 5, enterprises have stated that a very large monetary damage
had been caused by the coronavirus pandemic. Data from this research show that 13.1% of
responding enterprises have not declared any financial damage. On the other hand, aggre-
gated amount of 49.7% estimates their financial damage in the range from € 100 - € 19,999.
There are 32.7% of enterprises, with the estimated damage in the range of € 20,000 - €
499,999, while 4.4% of the respondents estimate their damage to be higher than € 500,000.

In terms of average amounts, surveyed micro-enterprises incurred losses of € 10,348 on
average; small enterprises of € 100,370 and medium enterprises of € 254,933. On the other
hand, surveyed large companies had an average loss of € 274,000.

Table 3. Average financial damage of enterprises in EUR

No. of employees 1-9 10-49 50 -249 >250
Average of financial 10,348 100,370 254,933 274,000
damage estimated

Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N =205

4.7. Other aspects of business
affected by COVID-19

Another aspect that affected the surveyed
business enterprises by COVID-19 is the
difficulty of complying with applicable con-
tracts. According to our findings, 88% of en-
terprises (34% greatly; 28% somewhat, and
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26% a little) reported difficulties in retaining
the existing contracts. This was certainly in-
fluenced by the closure of the state borders,
restriction of free movement, and municipal-
ity lockdowns, among others. In contrast,
12% of enterprises reported not having any
difficulties in this regard.
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Businesses that responded to our sur-
vey were also affected in terms of mate-
rial supply. This is explained by the fact
that Kosovo is an importing country.
According to the Report on International
Trade Statistics, by the Kosovo Agency
of Statistics (2019), imports in April 2019
amounted to 295.4 million EUR, while in
comparison, imports in April 2020 were
193.9 million EUR, or -34.4% Kosovo

Agency of Statistics (2020a), which shows
a decrease in business activity, and at the
same time, difficulties in securing necessary
materials. It is obvious from Figure 6 that
businesses have been highly influenced by
COVID-19, in terms of accessibility of op-
erating materials. In this respect, 90% of re-
spondents (40.5% greatly, 28% somewhat,
and 22% a little) claimed that they were af-
fected, while 10% declared the contrary.

Other various isses faced by business enterprises
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26%28% 28%
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Figure 6. Various other issues faced by business enterprises at the time of COVID 19
Source: Survey conducted on the effect of COVID-19 with Kosovo enterprises (June 2020) - N =205

Trust in supply chain partners is another
question of interest in this study. This might
happen, as a wide range of businesses is in-
fluenced by the COVID-19 crisis, through-
out entire supply chains. Among respond-
ents to this survey, the aggregated amount
of 82% stated that COVID-19 had an im-
pact on trust in supply chain partners, of
which 25% were highly impacted. In con-
trast, 18% reported no impact in this regard.

Product placement, on the other side,
was another problem, encountered by busi-
nesses in the time of COVID-19. Many
businesses have been unable to sell their
products, due to the restrictions imposed

and have suffered heavy losses. These chal-
lenges have been reflected in the findings of
this study, as well, according to which the
aggregated amount of 82% of businesses
have declared difficulties in this regard,
while only 18% have reported the opposite.

5. CONCLUSION

This research paper provides an empiri-
cal analysis on the effects of lockdown, in
response to the spread of COVID-19, on the
economic position of business enterprises in
Kosovo. Our findings illustrate how deeply
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they have been impacted by the present
Crisis.

Responses to our survey indicate that
the impact of the pandemic on business
enterprises is quite high. Although 63% of
surveyed enterprises did not lay off employ-
ees, around 37% of them did. However, a
considerable number of businesses (15%
of them) needed new employees, as a re-
sult of the increase in their activities dur-
ing this period. In terms of the economic
sector, those that did not need to hire any
new employees are gastronomy and textile,
while the sector that had the highest need
for new employees is the transport/logistics
sector, with a positive response from 33%
of respondents (due to the increase in on-
line selling applied by many businesses). Of
course, many industries have not been able
to operate with their full capacity or func-
tion at all, because of lockdowns and other
government restrictions.

In terms of enterprises, 37% stated to
have reorganized and changed their organi-
zational structure. On the other hand, 52%
of enterprises have changed the way they
provide their products or services. While
most sectors show an almost equal propor-
tion, when it comes to changing the way
products or services are offered to the cus-
tomers, the education sector is the one that
has shown a higher level (80%) in this re-
gard, which is justified by online learning.
In the trade sector, 72% of respondents
have changed the way goods and services
are provided, by adapting to the meas-
ures taken by the government. In contrast,
75% of enterprises in the technology sec-
tor have not changed the way services are
provided. As far as the change in primary
activity is concerned, 17% of enterprises
have declared that they have done so. This
may have occurred for two main reasons:
enterprises were either forced to change
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their primary activity to survive or at best,
they took advantage of the opportunity to
increase their revenue through other ac-
tivities that were more profitable during the
pandemic.

Regarding the financial consequences,
13.1% of the responding enterprises have
not declared financial damages, as a result
of COVID-19. In contrast, 49.7% estimate
their financial damage in the range of € 100
- € 19,999. There are 32.7% of enterprises
with the estimated damage in the range of
€ 20,000 - € 499,999, while 4.4% of the
respondents estimate their damage by over
€ 500,000. On average, in absolute num-
bers, surveyed micro-enterprises have lost
€ 10,347, small enterprises € 100,370, and
medium enterprises € 254,933. Large enter-
prises, on the other hand, have had an aver-
age loss of € 274,000.

Other relevant issues that business re-
spondents have encountered at the time of
COVID-19 are difficulties in retaining the
existing contracts, supply with operating
materials, trust in supply chain partners,
and product placement. According to our
findings, 88% of businesses have reported
difficulties in retaining the existing con-
tracts; 90% difficulties in obtaining operat-
ing materials; 82% stated that COVID-19
had an impact on trust in supply chain part-
ners, and 82% of businesses have declared
difficulties in product placement.

In conclusion, the responding enter-
prises stated a considerable impact of the
coronavirus pandemic on their functioning.
While COVID-19 has been detrimental to
many businesses, it has also provided op-
portunities for many businesses to be crea-
tive in redesigning their products and ser-
vices, identifying new ways of delivering
their goods, by taking advantage of tech-
nology and contemporary methods of doing
business.
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6. RECOMMENDATIONS

Based on the empirical findings, we rec-

ommend the following:

As a result of COVID-19, economic re-
covery packages should be created for
enterprises, suffering economic losses,
and their employees.

In addition to financial aid, tax exemp-
tion and more specific assistance are
recommended for enterprises that have
employed new workers during the pan-
demic, as well as for companies that
have innovated business processes
and shown flexibility in the way they
operate.

Financial support should be given to
enterprises that paid a full wage to em-
ployees at the time of isolation.

The government and relevant minis-
tries should take care, at least for one
quarter, of the employees who have
lost their jobs, due to the situation with
COVID-19.

In the emergency economic package,
the government should focus on en-
terprises that have stated enormous
economic damage, as a result of the
pandemic.

A financial plan should be developed
that supports the new start-ups, to be
opened after the pandemic, in the form
of grants and co-financing from state
institutions at both local and central
levels.

There should be an improvement in
collaboration between the labor market
and academic institutions. In this pan-
demic era, the participation of experts,
as well as other individuals with integ-
rity, such as students, professors, and
universities, is essential for the busi-
ness community.

As 52% of surveyed businesses have
changed the way they deliver products,
this should serve as a positive learning
experience for businesses to invest in
advancing and developing innovation,
especially in product delivery.

Education and trade sectors have
shown more flexibility in service deliv-
ery. In the future, relevant state institu-
tions should invest more in providing a
more modern and comprehensive ap-
proach to teaching and learning.

Relevant institutions, in collabora-
tion with commercial banks, instead of
lowering interest rates on loans, should
introduce more options for enterprises
to compensate for losses and boost the
€conomic recovery.

Businesses need to create financial re-
serves to overcome emergencies or
mitigate the effects of unforeseen sce-
narios such as the one with COVID-19.
Thus, businesses could be better organ-
ized in terms of safeguards and quicker
adaptation to social, political, and eco-
nomic changes.
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