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Abstract 

 

External shocks are a much-discussed topic because they influence enterprises as a fundamental 

factor. The external crisis highly jeopardizes and affects enterprises by interrupting their resources 

and supply chains and affecting business cycle fluctuations. It is anticipated that not all enterprises 

will find the proper management and solution to cope with the economic crisis created by big 

shocks. The disappearance of some of these businesses is also highly probable. The external crises 

have been the only constant in the World economy nowadays, causing damage to the world's 

economies. This has been an impetus for choosing it as a main topic for the proposed doctoral 

project. The doctoral proposal intends to identify the negative impact of external shocks on 

Western Balkan countries and on enterprises via descriptive statistics and systematic literature 

review. Specifically, in the doctoral project the analysis of the impact of Covid-19 on enterprises 

as an actual and big external shock shall be provided.  Hereafter, systematic review of the literature, 

the empirical evidence, and the comparative analysis of GDP, export and import during the critical 

years of the emergence and development of the Covid-19 pandemic in Western Balkan countries 

are presented. The impact of Covid-19 on Western Balkans’ economies is investigated at the very 

beginning because the macroeconomic conditions in one country strongly affect the enterprises’ 

performances, impacting their profitability and decision-making. The given analyses would be an 

incremental contribution to the literature of shocks and their impact on the economy and 

enterprises by offering the conclusions relevant for enterprises in developing or so called ex- 

transition economies, such as Western Balkans are. The findings of the doctoral thesis shall serve 

to gain insights into the Covid-19 impact on enterprises, and also explore the consequences of 

external shocks for entrepreneurship. Besides, they can serve as a model as to how to tackle future 

similar occurrences. Furthermore, the proposed thesis findings are expected to offer a model for 

capturing external shocks’ characteristics and outcomes, hence helping to define proper 

management actions for the enterprises and governments.  

Introduction 

This section presents a theoretical review, which will be the basis for the thesis. A literature review 

has a purpose to discuss authors' findings and to identify gap in the literature regarding the chosen 

topic of the thesis. As such, this review also helps to provide direction of the research and add 

additional value in the literature review in this research area.  

External economic shocks are a significant concern for enterprises (Asgary A et al., 2020). They 

create challenges in every economic, political, social, and global system and for every economy 

and its economic actors. Unfortunately, the world and its separate regions have undergone several 

economic shocks of various natures, which have significantly impacted global, national 

economies, but also individual economic actors, such as enterprises and consumers.  (Doshi et al., 

2018). The recent ongoing big exogenous shocks, such as wars, armed conflicts, financial crises, 

and specifically the COVID-19 pandemic, have drawn strict research attention. The big shocks 

have undoubtedly had a severe and long-lasting impact on the economic well-being of people and 

also on the functioning of businesses, especially the small and medium ones (SMEs), because of 

their limited capabilities to control these events and inability to cope with financial instability and 

uncertainty (Herbane, 2010). Therefore, this doctoral proposal will make an effort to outline a 

theoretical and analytical background on how shocks and crises affect enterprises as a basis for 



further doctoral thesis development. It also discusses what makes SMEs different from large firms, 

emphasizing their difference in vulnerability and resilience to external shocks and crises. With a 

particular emphasis, the impact of the Covid-19 pandemic, as the latest external shock, on 

enterprises and the economy will be explored in this doctoral proposal. Dissolution of markets, a 

sharp decrease in demand, and disruption in the supply chains, accompanied by colossal 

obsolescence or destruction of physical capital and human capital, significant economic 

contraction, and financial losses of the firms are some of the costs economies and firms face from 

exogenous shocks (Trajkova N., 2013). Different types of exogenous shock attack enterprises 

differently, and their timing and severity cannot be predicted (Doern et al., 2019). Sometimes the 

exogenous shock may be fatal, sometimes because of internal weaknesses, and occasionally due 

to a lack of government and banking support that enterprises need in times of crisis (Pal et al., 

2014; Asgary A et al., 2020).  

Recently, the global economy has suffered two major shocks: war crises in some regions and global 

health Covid -19 crises, but this does not exclude the impact of other types of exogenous shocks 

that may hit a certain enterprise. The COVID-19 pandemic and the conflicts and wars emerging 

from the dissolution of former Yugoslavia revealed that firms in the Western Balkan countries are 

particularly vulnerable to crises and shocks. Among the negative impacts that economic shock has 

on lower-income countries, a risk of a potential civil war is still present in Western Balkans (Savun 

B and Tirone D, 2018). The research questions that will be further explored in the thesis helping 

to identify the impact of the Covid-19 pandemic, as an external shock, on enterprises are as 

follows: 

RQ1: What is the impact of Covid-19 on Western Balkan economies? 

RQ2: What is the Covid-19 impact on enterprises? 

RQ3: How did the enterprises respond to the Covid-19 pandemic? 

RQ4: How did the governments respond to the Covid-19 pandemic?  

Answering the research questions throughtout the research work will aim to offer  a comprehensive 

assessment of shocks’ characteristics and outcomes, hence defining proper management actions 

for the enterprises and governments too.  

Theoretical background of the proposed research  

 

Defining the big external shocks  

In 2003, International Monetary Fund provided a definition of an exogenous shock. According to 

IMF (2003), it is defined "as a sudden event beyond the control of the authorities that has a 

significant negative impact on the economy" (IMF, 2003). According to the definition, such shocks 

can be of various natures – political, social, health, or economic.  

However, their main characteristic is unpredictability and additionally, they are exogenous to the 

systems. That is they hit the economy without warning and mainly come from outside the country 

or its economic system. At the same time, poor institutions, economic policies, the weak rule of 

law are endogenous for the countries, i.e., created by the policies (governments).  



In general, an exogenous shock can be defined as an unpredictable or unexpected event (or series 

of events in a short period) that significantly negatively impacts one market and its actors and the 

country's whole economy. Although not initiated by the affected countries, it can be sometimes 

anticipated (for example, wars and conflicts), but in a brief period (days or months), not relevant 

for the economic action of the firms or economic research. Hence, it is considered that their 

unpredictability remains the main characteristic.  

Some types of shocks tend to reoccur in some cases, creating the chronic extended condition of 

shocks or so-called constant instability. This is particularly the case for conflict regions that 

experience continuous reoccurring of various shocks. The Western Balkan region has been 

relatively unstable for the past three decades, experiencing dissolution of a state, wars and 

conflicts, transitional transformation, Big Global Financial crisis and now Covid-19 shock as well 

as the shock from the Ukraine-Russia conflict.  

The initial plan was that countries of the Balkan area could achieve EU membership, with an EU’s 

so-called "ladder of increasing rewards" method for awarding their efforts to build on peace, 

improve their economic performance, and create democracies ruled by law. However, the constant 

ethnic tensions in the region seem to obstruct the efforts, keeping them vulnerable to the external 

shocks and hugely dependent on international economic and political support. One additional 

characteristic of the exogenous shocks is that they have a considerable and measurable impact on 

the economic, political, and social systems within affected countries. They are not easily reversible 

even with the correct policies' responses, meaning they have some measurable impact on the 

economy in particular.  Finally, the exogenous shocks can have a short- or long-lasting effect on 

the economy's growth and various economic actors. Nevertheless, measuring the shock's impact 

for a given business ecosystem can be challenging. Namely, in some cases the measurability and 

visibility of the effects can be achieved only after a specific period. In general, the stress can be an 

acute one-off event or a chronic crisis that means consequences that enterprises attempt to 

overcome in a more extended period. The shocks evoke some reaction from the economy or its 

actors. The responsiveness to shocks can also be an essential characteristic differentiating the types 

of shocks and the economies and actors' vulnerability. In general, the response of government 

policies and enterprises is observed distinctly in the literature. The former encompasses the 

external measures created to help society react to the shocks and crises. In contrast, the latter 

includes the internal changes within enterprises related to their strengths. Finally, the shocks can 

have a perpetual self-fulfilling dimension, with many consequent shocks creating a more extended 

crisis, and another way around, a crisis developing shocks in a row. Either way, the resulting 

instability affects the functioning of the economy.   

According to Gundel (2005), ignorance in crisis (or shocks) is fatal and disastrous for people and 

society. Therefore, shocks typologies should be scientifically researched, which, according to him, 

is essential for developing economies. He has developed a crisis (or shocks) matrix that classifies 

crisis into four main types: conventional, unexpected, intractable, and fundamental, according to 

their two characteristics: predictability and influence as is shown in Picture 1.  

 



 
Picture 1. Gundel Crisis Matrix 

Source: Gundel S. (2005). Toward a New Typology of Crises, p.. 112 

Conventional crises are easily predictable and can also be treated, although the consequences of 

these crises can be vast and fatal. Examples of this type of crisis may be: electrical breakdowns, 

various explosions, etc.; in rare situations, they also might be natural or social crises because they 

position themselves more in the technology and digitalization sector (Gundel, 2005). 

Unexpected crises are more harmful than congenial crisis because they are unpredictable. 

Unexpected disasters come from nature, technological or social systems. Gundel (2005) describes 

the fire of tunnel in Kaprun - Austria in 2001, killing 155 people, a sudden and unforeseen crisis 

caused by the technological system. Namely, the investigation showed that fire the most probably 

has started from electric fan heater that overheated and produced fire catching the nearby plastic 

pipes full of flammable hydraulic fluid. Unlike unforeseen crises, intractable crises are more 

dangerous; they can be predicted but cannot be solved; consequently, they have more significant 

damage. Intractable crises might be: global changes, earthquake, etc. Fundamental crises are 

considered crises with great potential for danger because they are not predicted. After a crisis 

occurs or it ends, it becomes a known situation, and the possibility of recurrence tends to disappear 

because the enterprises get prepared for such situations with the necessary tools and strategies.  

One of examples of fundamental crises is the terror attack of 9/11. Summarizing all these types of 

crisis, highlights the unpredictability as a main characteristic of all shocks, which in turns is related 

to the unpreparedness of the government and enterprises for the crises.   

 

Types of shocks that affect enterprises 

Since one of the primary objectives of the doctoral thesis is specification, discussion, and analysis 

of exogenous shocks and their impact on enterprises, some shocks types will be discussed and 

elaborated more extensively in this document. Different crises vary in their timing, influence, 

physical, financial, and geographical aspects and affect businesses differently. Following the 

literature, and according to their different main dimensions, several shock types are analysed in 

this project proposal: financial and economic shock, natural disaster shock, armed conflict shock, 

societal security shock, and health crisis shock.  

Financial shock is a situation in which some financial assets suddenly lose a large part of their 

nominal value associated with banking panics. The most significant financial shocks in the 

economy are the Great Depression from 1929-1933, the Financial Crisis in 2008, but according to 

Hodorogel (2009), and Asian Financial Crisis in 1998s (Gregory et al., 2002). During the Financial 

crisis in the 2008s, in the United States, the SMEs lost 2.8 million jobs (Gagliardi et al., 2013), 



whereas during the Asian Financial Crisis nearly 100% of SMEs in South Korea bankrupt 

(Gregory et al., 2002).  

Another shock category is natural disasters that causes physical destruction to businesses and have 

significant economic negative impact. Earthquakes, hurricanes, and similar natural disasters are 

included in this type. The two main mechanisms by which these shocks affect enterprises are: the 

damage to property, equipment or supply chains, and macro-impacts related to economic 

downturn, demand construction and impacts upon employees (Sydnor et al. 2017). To better cope 

with those situations the enterprises have to be prepared, but smaller firms usually do not have 

disaster planning and preparedness procedures and this affect badly in cash flow interruptions, a 

lack of recovery capital and infrastructure damage (Runyan, 2006). 

Armed conflict is ranked as another shock category, it can undermine the physical security of 

SMEs, also make the macroeconomic stability worse, disrupt supply chains and access to finance 

and lead to other challenges (Naude et al., 2013). Such a stream of events has been seen in Western 

Balkans in 1990s, with the break-up of Yugoslavia, and with a beginning of a conflict and wars 

decade, causing turbulences and shocks to the Western Balkans countries’ economies (Barlett W, 

2007). Societal insecurity represents distinct shock. It is hard to know when and which businesses 

will be affected. According to Gundel’s (2005) concept of shocks, societal insecurity affects 

smaller firms in unpredictable ways. Smaller businesses are affected through extortion or violence 

and may be forced to integrate their business operations into bigger business or illegal economy 

(Ganson and Hoelscher, 2020) and this represent a big challenge. In general, the frequency and 

intensity of threats changes over time as one country changes policies and politics. Usually high 

level of corruption, high level of grey economy, weak institutional system and weak rule of laws 

are great background for societal insecurity.   

Exogenous health shocks tend to unsettle the flow of economic processes and cause disruption in 

economic equilibrium system, as the pandemic Covid-19 has recently done to the global economy. 

The Covid-19 pandemic, considered as one of the most serious global health shock, has had a 

profound impact on the economy, disrupting supply chains as a result of isolation measures, rising 

prices and causing lack of resources, and creating a  bad sense of pessimism of never knowing the 

longevity of this pandemic (Morgan et al., 2020). For countries it is very important how enterprises 

and SMEs especially adapt to this Covid-19 pandemic crisis, because SMEs dominate in the 

number of businesses in some of the countries, and consequently they have a major impact on the 

country's economy and development. The length of pandemic affects smaller firms to experience 

rapid losses (Kurmann et al., 2020), as they generally are more sensitive, have lack sufficient 

resources to tolerate long periods of crisis (Cowling et al., 2020).  

 

Enterprises’ characteristics during the shocks 

In general, big exogenous shocks cause considerable disruption in various systems, unsettling the 

whole economic environment and ecosystem and impacting the functioning of the firms 

(Hudecheck et al., 2020). The big shocks tend to trigger series of events that change consumers’ 

demand, disrupt supply chains, problematize liquidity, affect employment and labour and 

challenge government policies and responses. Firm characteristics are important determinant that 

affects how shocks are experienced by the businesses.  

Further, older, or experienced businesses may be able to survive shocks better than new firms; 

because they already have established business models (Stinchcombe, 1965). All these 

characteristics complemented with one main dimension - the business size, determine how the 



business is affected by, and respond to exogenous shocks. Therefore business size is one of the 

central distinguishing factors in how firms differ in their experience of and vulnerability and 

resilience to shocks. Also, knowledge and preparedness helps enterprises respond better to 

adverse events caused by external shocks (Orlando et al., 2022). When external shocks cause 

economic uncertainty, enterprises are reluctant to invest (Gulen & Ion, 2016). Enterprises respond 

to economic uncertainty with a delay in investment, which is the opposite of economic growth 

(Adelino et al., 2017). There is no doubt that enterprises' actions for strategic renovations and the 

need for support often commence after experiencing external shocks or turbulence in the business 

environment (Eggers & Kaplan, 2009). However, thanks to the rise of digitalization, enterprises' 

improved renewal processes are accelerated (Amankwah-Amoah et al., 2021). Besides, firms 

nowadays should renew themselves to remain competitive because of increasing global 

competition (Osei et al., 2019). An enterprise’s responses to external shocks should be 

concentrated on the enterprises underlying resources and expertise. Also, financial managers, 

firm resources, skilled employees, and external factors affect an enterprises responses 

(Amankwah-Amoah et al., 2021).  

The external factors include changing consumer behaviour and changes in industrial policy. 

Thus, the renewal plan consists of the enterprises activities to ensure that the firms are ready to 

respond to external forces (Knott & Posen, 2009).  

Enterprises choose to respond to shocks according to their knowledge and capabilities. The search 

and approach selection to shock, and enterprises deployment capabilities to better cope with the 

shocks are the dynamic capabilities from which firms may outperform their rivals (Helfat et al., 

2007).   

Still, the main one is the ability to refund the available resources and capabilities continuously and 

to address environmental threats (Teece et al., 1997). Enterprises responses should fit with limited 

existing resources (Rumelt, 1987); they should be mobilized and integrated with the knowledge 

and skills of employees to respond to, soften, or decline external threats (Wright & McMahan, 

1992). Firms' responses without prior experience create significant uncertainty in the results of the 

reactions (Corsini et al., 2021). The beginnings of the last crisis, the Covid-19 pandemic, which 

was and still is a major macroeconomic attack on firms in general (Hong et al., 2022), started in 

China. As China was the first to be attacked by this pandemic, it was also the first to search 

desperately for responses to combat it. According to Narayandas et al. (2020), China has coped 

well with this crisis thanks to well defined previous strategies. Particular emphasis is on these 

responses: transparency in times of challenges, new forms of communication; digitalization; 

collaborations; elasticity/adaptation to remote work (Narayandas et al., 2020). During their 

interviews with corporations in China, Narayandas et al. (2020), encountered corporations that 

have chosen to respond to the pandemic by closing their Research and Development centres. These 

centres are in the sector of engineering and technology. This response in that corporation was due 

to the logic that "If a company does not survive three months, there is no future."  

 

 

Business size as a coping factor against exogenous shocks 

Business size generally determines success (Dahlhamer & D’Souza, 1997). Consequently, when 

businesses face exogenous shocks, size broadly correlates inversely with vulnerability.  

Small businesses are more vulnerable to shocks (Marshall et al., 2015). For many reasons, OECD 

stated that SMEs are generally more open to shocks or crises than large enterprises. The first reason 

is that they are mainly driven by the local demand. Furthermore, they distribute their activities at 



the local level, around large firms, often supported by the latter, which affects their decision-

making. SMEs depend on the supply chains and established suppliers without having additional 

and new partners because they are not leaders in supply chains; they are usually followers. This 

position makes SMEs powerless to influence supply chains during crises and at risk of being 

included in the aftermath of global crises (OECD, 2008). They also have small export, which can 

be a buffer in shocks time and have a worse access to finance. The low level of capitalization is 

also have a negative impact on them during shocks. All these factors mentioned increase the risk 

of closure when these shocks occur (Sydnor et al., 2017). 

The known fact about the importance of SMEs as significant contributors to job creation and global 

economic development is very important (Alshapi M and Basavaraj K, 2020; Abrie W and Doussy 

E, 2006). Unfortunately, there is small number of studies on the experience of SMEs against 

exogenous shocks in the literature, although SMEs need such materials as a practical model 

(Davidsson & Gordon, 2016). The researchers’ interest is mainly focused into investigating 

exogenous shocks focusing on large firms, particularly multinational corporations (MNCs) (Li & 

Tallman, 2011). When shocks occur, they disrupt SMEs traditional business strategies (Perrow, 

1984), and their impact or consequences are not easily predictable (Ansell and Boin, 2019; Morgan 

et al., 2020). The consequences are not the same at different SMEs due to the ability of SMEs’ 

managers to manage shocks and influence the outcomes. Major exogenous shocks tend to create 

uncertainty and ambiguity, also tend to cause considerable economic disruption (Hudecheck et al., 

2020). During such shocks, prevailing macroeconomic processes can reorient processes, with new 

strategies of simultaneous, change in structure, and the nature and pervasiveness of control 

systems’ (Tushman and Romanelli, 1985). Businesses that have a tradition and experience, have 

better skills to withstand the shocks than new businesses, while the SMEs are likely to respond to 

shocks, in distinct ways since external shocks may be far more damaging to small businesses than 

to larger firms, such that business size is one of the central distinguishing factors in how firms 

differ in their experience during shocks (Miklian and Hoelscher, 2022).  

The small and large businesses may be different in the way of reacting to shocks because of the 

dynamics of a firm’s size, the capacity they have, the management response in the nature of crisis 

and the rationality and effectiveness of decision making. Larger firms tend to have greater access 

to capital and operate in multiple sectors, which is an indicator that firm size has a correlation with 

the ability to survive shocks. Regarding physical damage, according to Alshapi M and Basavaraj 

K (2020), in Yemen during the violent conflict, 41 percent of medium-sized companies and 25 

percent of small firms got damage to buildings. During the crisis the business models become 

ineffective and this is very damaging for small businesses (Morgan et al., 2020), and although they 

may survive during shock period, their performance is poor. SMEs face low demand and supply 

is just a few of the consequences of exogenous shocks (Hodorogel, 2009), especially during the 

Covid-19 pandemic, a marked imbalance in demand is observed (Ali M et al. 2021). The lack of 

demand is the main cause of the decline in production capacity (Akturk O, 2014). 

 

 

 

Selected indicators and data considerations   

Descriptive Statistic 

This section will aim to present and analyze some indicators and available datasets for different 

countries before and during the outbreak and development of the Covid-19 pandemic. By outlining 



the macroeconomic conditions, the basis is created for further analysis of the enterprises’ 

performances and reactions to the shock.  

Empirical evidence for the Western Balkan countries is found in reliable databases such as the 

International Monetary Fund, the World Bank, and the OECD as well as the national statistical 

offices of the countries. The evidence captures selected macro and microeconomic indicators that 

give overview of the economic situation. The focus will be mainly on the years of the newest 

shock, the shock of the Covid-19 pandemic 2018-2021. To see exactly how the situation has varied, 

the data for a more extended period in some cases is used. 

The data from the International Monetary Fund, for the period of 2018-2021 for Kosovo, 

Albania, North Macedonia, Bosnia and Herzegovina, Serbia, and Montenegro, reveal significant 

downwards unfavorable fluctuation in many indicators in 2020 - as a consequence of the Covid-

19 pandemic. This fluctuation is observed in the GDP growth (Table 1), imports (Table 2), and 

exports growth (Table 3) of the countries mentioned above. The numbers presented in the tables 

reveal the severity of the shock.  

 

Table 1. GDP growth (in percent change to previous year) 

Letter name GDP 2018 DPG 2019 GDP 2020 GDP 2021 

Kosovo 3.406 4.757 -5.341  9.500  

 

Montenegro 5.078 4.063 -15.300 12.434 

 

Albania 4.019 2.088 -3.482 8.544 

 

North Macedonia 2.881 3.910 -6.111 3.964 

 

Serbia 

Bosnia and 

Herzegovina 

4.495 

3.740 

4.332 

2.831 

-0.945 

-3.119 

7.389 

 

5.800 

Source: International Monetary Fund 

 

Table 1 reveals the big fall in economic growth, gauged by GDP growth rate in Western Balkan 

Countries in the course of 2020, after a steady and positive growth rates before the crisis hit.  

Montenegro experienced the worst GDP decrease, and Serbia experienced the smallest drop in 

GDP growth. However, as the table shows, Western Balkans economies returned to positive 

growth rates, with some overcompensating for the fall with higher positive growth rates such as 

Kosovo, Albania, Serbia and Bosnia and Hercegovina. Montenegro and North Macedonia 

struggled to return to their previous levels of economic activities as the table shows.  

The changes for 2022 are not presented, although in the course of the year the Ukraine – Russia 

conflict strongly hit the economies, causing high inflation and drop in the economic activity 

again.    

The following Table 2 shows the change in the imports growth rates for the same period, but also 

including the time series from 2010. Having in mind, that these economies are heavily dependent 

on imports, the numbers reveal a staggering downturn in 2020 and recovery in 2021 that 

probably overcompensated for the fall. However, again the new shock of 2022, created by the 

conflict will again turn the trend line downwards.     



 

Table 2. Imports of goods and services in percent changes 

Country 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 202
1 

Kosovo 11.6 15.3 -1.94 -2.03 4.85 -
2.94 

7.59 5.45 10.8 4.5 -6.1 32.5 

Montenegro -2.94 2.99 1.76 -3.79 1.07 9.26 13.0 8.24 9.69 2.4 -

19.5 

13.6 

Albania 
North 
Macedonia 

-9.31 

10.3 

3.63 

7.98 

-7.6 

8.24 

-0.61 

2.16 

5.41 

14.1 

0.07 

9.94 

8.3 

11.1 

5.9 

5.23 

5.7 

10.7 

4.7 

10.0 

-

19.5 

-
10.9 

23.4 

13.9 

Serbia 2.48 6.82 0.99 2.67 3.23 7.87 10.5 10.5 10.1 11.3 2.06 13.9 

Bosnia and 
Herzegovina 

2.03 3.18 0.39 0.11 7.58 1.67 7.25 8.15 3.37 1.34 -
13.3 

9.93 

Source: International Monetary Fund 

The worst decrease is recorded in Albania, Bosnia and Hercegovina and Montenegro (over 13 

percent) while Serbia surprisingly recorded even positive growth rate of imports. 

The following Table 3shows the growth of exports of goods and services in percent change for 

Western Balkan countries. 

 

Table 3. Exports of goods and services in percent changes 

 

Letter name GDP 2018 DPG 2019 GDP 2020 GDP 2021 

Kosovo 9.090 7.556 -27.851  78.057 

Montenegro 11.315 7.678 -48.302  81.093 

Albania 3.469 1.695 -27.509 44.364 

North Macedonia 12.805 8.877 -10.897 12.257 

Serbia 

Bosnia and 

Herzegovina 

7.876 

6.559 

10.090 

0.501 

-5.373  

-17.044 

13.775 

11.636 

Source: International Monetary Fund 

 

In the Table 3, the worst decrease in exports is recorded in Montenegro (staggering 48.3%), and 

again the smallest drop is recorded in Serbia. From the data in these three tables, it can be seen 

that the smallest drop  from the Covid-19 pandemic have been recorded in  Serbia, while 

Montenegro has experienced the most severe crashes in GDP, imports, and export from the 

Covid-19 pandemic. 

The OECD Working Party on SMEs and Entrepreneurship (OECD, 2020) analyzes the Covid-19 

impact on SMEs and provides list of SME policy responses in times of crisis. Table 5 shows the 

findings on how SMEs were affected by the COVID-19 pandemic during 2020 in different months 

and countries. The study revealed that the challenges brought by the shock of the COVID-19 

pandemic are various for enterprises. This study gathers the outcome of 41 SME surveys identified in 



various papers on the impact of COVID-19 on SMEs. The percentages in the table show challenging 

concerns among small businesses when more than half of SMEs face severe income losses. The 

negative impact is present and clearly stated in many enterprises in different countries. Some 

enterprises have not resumed operations, and experiences supply chain disruptions, sales decrease, 

increasing costs, and income drop. All these indicators create the picture of what difficulties and 

challenges enterprises face in the course of shock.  

 

Table 5. SMEs surveys on the impact of Covid-19 

Month Country Impact on Enterprises 

February China The 80% of SMEs have not 

resumed operations 

 

February Finland 1/3 anticipated a negative or very 

negative impact 
 

March  Italy 72% directly affected 

March United Kingdom 63% see crisis as moderate to 

high/severe threat to their 

business; 69% experience serious 

cash flow problems 
 

March Germany The 50% expect a negative impact 
 

March Japan 39% report supply chain 

disruptions, 26% decrease in 

orders and sales; 92% experience 

economic impact 

 
March Poland The 1/3 of SMEs had increasing 

costs and reduced sales 
 

March  USA The 96% have been affected 
 

March Canada The 81% of small businesses 

indicate their operations are 

negatively affected 
 

March 

March                                        
Israel 

Greece 

55% experienced no impact yet, 

1/3 planning lay-offs 

 

60% experience marked decline in 

sales 

March Hungary 60% expect a decline in sales 



March Netherlands 50% start-ups lost significant 

revenue 
 

April Australia  41% experience a drop in income 

of 50% or more in the last two 

months 
 

April Belgium 40% of companies see drop in 

revenue of 75% or more 
 

April Portugal 37% experience a drop in 

production of more than 50% 
 

April Germany 58% of SMEs experience a drop in 

turnover by on average 50% 
 

May Thailand 90% of firms expect extreme 

revenue loss 
 

June Ireland 70% reported a decrease in 

revenue 

   

Source: OECD 2022 

 

The thesis will aim to develop similar survey on the firms of Kosovo in order to gauge their 

perception on the challenges they have faced in the course of pandemic.  

 

Proposed methodology 

This section presents the proposed methodology that should be applied for the study of the 

Covid-19 impact on economies and enterprises. The thesis shall firstly offer systematic 

theoretical background review on big shocks and their impact on the economy and enterprises. 

The review shall help define big shocks, and shall define the enterprises and governments’ 

characteristics and responses as given in the literature. Next step shall involve describing the 

various indicators and data series obtained from sources such as Monetary Funds, World Bank 

and OECD and national statistical offices related to the macroeconomic performances of the 

economies of Western Balkan countries in the course of crisis or shock.  

The choice of the countries of Western Balkan has several argumentations: firstly, all these 

economies are similar in size, level of development, similar in tradition in history and are 

geographically and economically connected; secondly, they have similar structure of enterprises 

and similar decision-making planning and management practices within the enterprises; and 



finally, they all strive to obtain more foreign direct investments as a source for development and 

to access EU. Hence, sharing similar characteristics Western Balkan countries become 

interesting group that together can obtain higher relevancy of the modelling procedure and 

conclusions.  

The theoretical background and the data available should set out the analytical framework of 

regression model development. Since the study investigates the shock impact on enterprises, the 

model selected shall be able to capture the shock effect in the data. For that purpose, the longer 

and higher frequency data series are better choice. However, the problem of possible lack of data 

shall be identified at the very beginning. This could be overcome by the use of panel data for 

more than one country, hence enabling the empirical modelling. The coefficient of the regression 

analysis should give an idea not only on the sign, but also on the size of the shock. VAR 

modelling and switching models have been analysed until now in order to determine which exact 

model shall be used in the thesis.  Furthermore, comparisons will be made between Western 

Balkan countries to see how the Covid-19 pandemic strikes those economies. Afterward, the 

enterprises in Kosovo shall be the next focus for the microanalysis. The survey shall be 

conducted as per example of OECD study in order to determine the impact of the pandemic on 

individual, micro level.  

The outlined methodology allows studying the occurring Covid-19 pandemic, focused on several 

countries and enterprises, as an economic phenomenon that the world is facing as unknown and 

multifaceted that affects the whole economy in general, but also every enterprise.  The thesis will 

build on the regression analysis in order to derive conclusions   and policy recommendations for 

the governments but also for the enterprises.  

The findings shall assist in answering the research questions. The hypothesis raised based on the 

literature review and the review indicators and data are as follows:  

 

H1: Covid-19 has a negative impact on Western Balkan economies 

H2: Covid-19 has a negative effect on enterprises  

H3: Covid-19 harms more SMEs than MNEs 

H4: Various governments responded with various measures and actions to combat Covid-19 

impact  



The applied methodology shall provide rigorous procedure that will enable relevant and 

measurable results in terms of accessing the impact of exogenous shocks on the economies and 

enterprises.  

   

Conclusion 

The COVID-19 pandemic has impacted the world economy. As the literature suggests, big 

shocks affect enterprises by triggering events that change consumer demand, disrupting supply 

chains’, problematizing liquidity, affecting employment and labor, and challenging government 

policies and responses.  However, no data on the effect that Covid-19 has had on Western Balkan 

countries' economies and enterprises has been comprehensively collected to date. Thus, the 

primary goal of this project is to investigate and measure the COVID-19 impact on economies 

and enterprises on the Western Balkan countries. To do so, this project will apply an analytical 

and empirical approach to determine the impact of the Covid-19. Besides, in scenarios where the 

Covid-19 has impacted the enterprises of these countries, this project will consequently 

investigate how enterprises and governments have responded to the COVID-19 pandemic shock. 

The data to be obtained will help fill the research gap that precisely tackles this issue by 

enriching the literature with new findings related to specific country groups of Western Balkan 

countries and the Covid-19 pandemic, including macro and micro level analyses. However, not 

only will the literature be enriched, but the outcome of this research can also serve as a future 

model on managing the shock economical effect for enterprises and governments that shall face 

similar shocks or crises.   

Precisely, the analytical and empirical results of the research will help create a framework on 

how economies and enterprises can cope with future economic shocks.  

Therefore, this project aims to be a vital source for future avenues of research on the impact of 

shocks on the economy by providing description of the shocks, and also comparative analysis on 

how the economies have handled them at the macro level, and how the enterprises have held 

them at the micro level. 

Concerning timeframe, the project and the methodology will aim to capture shocks using the 

datasets available from the available sources but also a survey shall be conducted in order to 

gather data on managerial responses of the enterprises in Kosovo. The expected results shall 

offer suggestions for two main areas: macro, but also microeconomics. More precisely, they shall 



offer insight into best macroeconomic practices and policy responses available to governments. 

At the same time, it shall offer insight into the microeconomic actions and responses by the 

enterprises.  
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