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ABSTRACT 
 
Resilient organisations tolerate challenges and provide them with growth and 
survival in complex environments. Therefore, the present study aimed to 
investigate the effect of resilience on the performance of knowledge companies 
based on information technology by considering the mediation role of 
entrepreneurial thinking in Iranian science and technology parks. Data were 
collected using a questionnaire with a Likert scale from a sample of 172 students 
who were executives of the selected knowledge-based companies. Data analysis 
was performed with a structural equation modelling approach using Smart PLS 3 
software. The research findings indicated a positive and significant increase in 
the performance of knowledge-based companies by the mediation of 
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entrepreneurial thinking. According to the findings, companies can be equipped 
with their dynamics and structural trust and process continuity. Since it is not 
enough to have structural trust capabilities, companies that survive and succeed 
in the long run should also have dynamic capabilities. Paying attention to the 
dynamic capabilities of knowledge-based companies, if not accompanied by 
considering structural trust capabilities, is ineffective because its impact would 
be reduced. 
 
Keywords: Resilience, Entrepreneurial Thinking, Performance, Knowledge-based Firms 
 
JEL classification: P17, D8 
 
INTRODUCTION 
 

Communities, organisations and individuals are in diverse and changing 
environmental conditions. Changes in the conditions of organisations in the 
current era have led to changes in their attitudes towards their environment [84]. 

Therefore, environments that are more dynamic than before or are responsive 
to dynamics in front of organisations provide more significant opportunities for 
success and growth of the organisations [73]. They can also pose significant 
threats and challenges to the efficiency and success of organisations. 

Environmental disorders such as natural hazards, political unrest, economic 
instability and human error severely threaten the performance of knowledge-
based companies [60], [4]. In such an environment, the key factor in the success 
of successful organisations, especially knowledge-based companies, is to take 
advantage of the current competitive advantage or discover innovations that 
determine the future competitive advantage. The increase in these disorders also 
increases the attention to resilience for knowledge-based firms [38], [56]. 

Resilient organisations, such as those that respond to disease, can respond to 
these changes and develop the innate power to return to normal with minimal 
external impact [19]. Therefore, resilient organisations can tolerate 
discontinuities and interruptions [81]. In addition, organisational resilience helps 
maintain and improve corporate performance in critical situations [42]. Thus, 
these companies can grow and survive in complex environments [34] and 
improve business compatibility and reliability [92]. The importance of 
organisational resilience increases when work processes are disrupted due to 
unforeseen crises such as labour leave [55]. In this study, knowledge-based 
companies in the field of information technology are considered, due to the 
importance in the scientific and technological development of the country, to 
commercialise ideas and knowledge by providing new products and services, 
promoting previous products and services through research activities. 

Furthermore, selected joint development, maintaining and creating a 
sustainable competitive advantage in the areas of software, hardware, 
information exchange security, increasing e-readiness and Internet development. 
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In recent years, much research has been done on the failure rate of technology 
and information-based companies [70]. In a report, companies launched in this 
field in 2014, it has been shown that only 56% entered 2018, and the rest have 
failed [41], [57]. 

Thus, the main problem in these companies is their high failure rate. These 
companies also face particular challenges in the life cycle that awareness of these 
challenges helps them be prepared to face them. This readiness will be achieved 
through factors that contribute to resilience [50]. Although organisational 
capabilities have become a powerful resource, the solutions that worked 
successfully in different competitive conditions gradually lose their primary 
function over time. Therefore, changing capabilities and forming new capabilities 
as a prerequisite to maintain the competitive advantage of such companies is a 
necessity [59], [51], [72]. Therefore, success in one economic company in terms 
of product innovation, processes and working methods in comparison with other 
peers and differentiate the field for the development of entrepreneurial capacity 
and consequently economic indicators in other provide companies with their 
relevant requirements [29], [15]. Also, IT-based companies can easily open their 
way forward in times of crisis due to their agile structure and efficient human 
capital and play an essential role in economic resilience and achieving the goals 
of a resilient economy [75]. In fact, despite the importance of resilience in 
knowledge-based companies in technology and information, studies published in 
the country so far have not directly and specifically addressed the knowledge-
based companies in this field [71]. Therefore, in the present study, the effect of 
resilience on the performance of knowledge-based companies in the field of 
information technology in science and technology parks of Iranian universities 
has been mediated by entrepreneurial thinking. This study is important and 
innovative according to the literature according to researchers. 
 
RESILIENCE 
 

In today’s world, organisations, in order to achieve success, need to pay 
attention to the concept of resilience as one of the important strategies to achieve 
sustainable competitive advantage [89]. Resilience in the corporate sense means 
the ability to withstand crises and turmoil. This concept is related to start-up 
activities, risk management, crisis, business planning and strategic management 
and helps businesses to be able to operate in any situation [52]. In addition, 
resilience is the ability to cope with the devastating changes and challenges that 
exist in the course of business or the ability to return the business to normal after 
tolerating setbacks at a high level [61]. 

Resilience thinking is a powerful incentive to improve the competitive 
advantage of organisations [23]. Creating resilience develops the organisation’s 
potential for sustainability. Resilience thinking requires the organisation to be 
viewed as a living system closely related to social, environmental, and economic 
systems [58], [9]. Lack of liquidity leads to a loss of quality in corporate outputs, 
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which leads to inefficiencies in internal resources and ultimately reduces the 
long-term sustainability of business performance, including economic growth 
[93]. Thus, organisational resilience capacity is a multidimensional set of 
procedures, resources, behaviours, capabilities and mental models that lead to 
organisational resilience [44]. Also, the resilience capacity of the company 
enhances the capability of the organisation in the face of specific situations and 
accelerates the implementation of transformational actions in the event of 
unexpected events that contribute to the long-term survival of the organisation 
[33]. Resilience is also conceptualised in different ways in the business world: 
Some methods focus on the characteristics of the company that understand the 
performance of resilience through its operation and how to maintain it by using 
promotional behaviour [91]. Researchers attribute organisational resilience to a 
comprehensive awareness of the organisation’s position, key vulnerabilities, and 
adaptive capacities in a dynamic and complex environment [43]. Organisational 
adaptability is the ability of an organisation to learn and simultaneously change 
and adapt to the environment [47]. Some researchers cite adaptability capacity as 
one of the indicators of vulnerability that the system can change its conditions to 
move to a situation with less vulnerability [46]. Organisations that focus on 
productivity generally face disruptions that affect the quality of adaptability and 
active responses. In addition, positive behaviour within the organisation and the 
organisation’s view of disorders as an opportunity for development is 
emphasised [10]. Situational awareness means the ability of the organisation to 
be constantly aware of itself and the environment as situational awareness [7] 
considers people’s situational awareness based on their perception of internal 
elements, including temporal and spatial volume, concepts, and visualisation of 
future situations. 

In explaining why resilient people have high performance, it can be pointed 
out that having high resilience causes people to use healthy problem-solving 
methods to deal with problems. Resilience also applies to people who are at risk 
but not disturbed. Therefore, facing danger is necessary for vulnerability, but it is 
not a sufficient condition. Therefore, with increasing employees’ resilience, their 
performance also increases [62]. If employees are justified to resilience in the 
workplace, their performance will increase, which will increase the company’s 
real productivity in the long run [95]. Organisational dynamism shows that 
organisations are adaptable and complex systems that change over time [49]. 

New information may lead to conflict with knowledge that has already been 
learned, thus creating a sense of imbalance for understanding and integrating the 
new concept into a knowledge structure [22], [18]. defined dynamic capabilities 
as the capacity of an organisation to create, expand, and purposefully improve its 
resource base. Resource base here refers to specific and intangible assets and 
resources along with capabilities owned or controlled by the organisation, and 
the organisation has access to it [18]. Capabilities are therefore considered as part 
of the resource base [83]. Therefore, dynamic capabilities can change an 
organisation’s resources according to circumstances. In fact, organisations learn 
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from internal and external sources, and this leads organisations to build and 
enhance their knowledge assets [90]. New opportunities are discovered and 
exploited through learning new knowledge and skills [83]. Dynamic capabilities 
refer to the organisation’s ability to recognise the value of new external 
knowledge, combine and commercialise it, and require a set of routines to 
manage knowledge and the collective impact of continuous learning in the 
organisation, which leads to achieving and maintaining competitive advantage 
[22]. Dynamic managerial capabilities are effective in shaping the dynamic 
capabilities of the organisation. These types of capabilities lead to access to 
valuable resources and information [74]. Management experience and skills as a 
result of these interactions lead to the development of human capital capabilities 
[23] because the more information acquisition and reasoning of managers 
increases, the better the management skills and experience [17]. 

Process continuity in the resilience component includes activities that focus 
only on events that are considered a disaster in the business in question. In an 
event or catastrophe, the company can be recovered based on priority and 
importance to achieving the desired productivity [63]. Process continuity also 
allows corporate executives to react in the shortest possible time in the event of a 
disaster. This rapid response causes the company to be mentally prepared to face 
disaster [23]. Continuity of a process does not simply include tasks that must be 
performed back-to-back in order for the company to achieve a set of values at the 
end of the work [82]. This process develops over time. Business process 
continuity is creating agreements and proposed methods that enable the company 
to respond appropriately to events so that it continues vital business activities 
with appropriate levels of planning, downtime, or necessary changes [3]. Thus, 
business process planning has led to identifying business operational risks and 
vulnerabilities and presenting processes and risk mitigation that respond 
effectively to destructive events [28]. Given that knowledge-based companies are 
in a changing and unpredictable environment and must have a dynamic 
environment; Therefore, flexible structures in it can move in the direction of 
effectiveness. Such organisations can achieve their goals, adapt to changing 
environments, and survive [77]. 
 
Knowledge-Based Firms’ Performance 

The European Foundation Organizational Excellence Model presents the 
quality of business performance as a measure of an individual, group, 
organisation or process level in achieving a given goal; In other words, the 
function of measuring the efficiency and effectiveness of a mechanism or process 
by an organisation is to achieve the desired results [94]. Continuous 
improvement of business performance creates a huge synergistic force that can 
support the growth and development program and create opportunities for 
business excellence [89]. The performance will not be possible without 
reviewing and gaining knowledge of the progress and achievement of goals and 
without identifying the challenges of business progress and obtaining feedback 
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and information about the implementation of developed policies, and identifying 
those that need great improvement [76]. Performance refers to action and the 
result of the action. Performance is defined as today’s action, which is the 
prelude to producing a certain amount of tomorrow’s output value [48]. In this 
study, the company’s efficiency in financial performance includes market 
performance, which includes factors such as profitability, growth and customer 
satisfaction, process performance, which refers to quality and efficiency [89] and 
internal performance related to individual capabilities. It includes satisfied, 
creative and innovative employees [80]. Therefore, the success and progress of 
any company depend on the high performance of employees and the business. If 
the organisation does not pay attention to the factors affecting performance, its 
productivity decreases and fails to achieve its goals [37]. 
 
Entrepreneurial Thinking 

In companies, entrepreneurial thinking is used as a competitive advantage by 
investing resources in opportunities [8]. Entrepreneurial thinking demonstrates 
the search for innovation and creativity to seize opportunities [13]. The practice 
of entrepreneurial thinking with mindset reform reflects the intellectual position 
and behaviour. Entrepreneurial thinking is a new concept and unique thought and 
behavioural process [54]. Entrepreneurial thinking reflects how companies think 
and act [31]. It has also been stated that entrepreneurial thinking is crucial in 
shaping the performance of knowledge-based companies [1]. Thus, 
entrepreneurial thinking shapes and systematises the turmoil, which means that a 
person with entrepreneurial thinking will create order and harmony in his mind 
and integrate his thinking [79]. Entrepreneurial thinking is the process of finding 
alternative ways to compete and provide value to the customer in knowledge-
based companies [8]. Entrepreneurial thinking is interpreted as the opportunity to 
explore new ideas as the result of unexpected events. Entrepreneurial thinking is 
becoming increasingly important for employees, teams and organisations 
operating in a changing environment. This concept is valuable for exploring 
opportunities outside the conventional context and thus generates new ideas 
through unexpected events [45]. Knowledge-based companies in changing 
environments strive to Minimise damage to the company, which can be achieved 
by expanding resilience. As a result, entrepreneurial thinking enables managers 
to continuously and creatively adjust for change [45]. Entrepreneurial thinking 
leads to creating new answers without prior planning and assurance of the 
consequences; That is, discovering the idea that our action creates [87]. 

Entrepreneurial thinking also empowers the organisation to adapt to the 
dynamics of the environment and activates the company’s capacity to adapt to 
environmental changes [16]. Finally, entrepreneurial thinking creates value for 
the company by increasing the speed of learning and the power of adaptability. 
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THEORETICAL FRAMEWORK 
 

The present study investigates the effect of resilience on the performance of 
knowledge-based firms by the mediation of entrepreneurial thinking. Researchers 
state that organisations with future orientation are designed for the future, ready 
to deal with future risks [18]. Individuals with high future orientation have less 
opportunistic behaviours and risk-averse relationships [5]. Some other 
researchers argued that performance orientation is closely related to the sense of 
responsibility and accountability [78]. Organisations that avoid high uncertainty 
have less risk-taking, indicating that the organisation is planning and investing in 
the future [93]. Previous research shows that organisations with a high functional 
tendency focus on long-term strategic programs [25]. Based on previous studies 
and cognitive social theory of organisations in the field of structural reliance, 
organisational capabilities and process continuity [2], [39]. the high ability to 
retrieve in the event of a risk. As a result, these are dangers. They see 
opportunities that they can exploit [39]. According to the content listed, finally, 
the research model was designed. 
 

 
Fig. 1. Theoretical framework (source: authors’ elaboration) 

 
The main hypothesis is “Resilience affects the knowledge-based firms’ 

performance with the mediation of entrepreneurial thinking”. The hypotheses 
extracted from the framework are as follows: 

H1a. Structural trust capabilities have a significant impact on knowledge-
based firms’ performance. 

H1b. Structural trust capabilities significantly impact knowledge-based firms’ 
performance considering the mediating role of entrepreneurial thinking. 

H2A. Organisational dynamic capabilities have a significant impact on 
knowledge-based firms’ performance. 

H2B. Organisational dynamic capabilities significantly impact knowledge-
based firms’ performance considering the mediating role of entrepreneurial 
thinking. 
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H3a. Process continuity has a significant impact on knowledge-based firms’ 
performance. 

H3b. Process continuity significantly impacts knowledge-based firms’ 
performance considering the mediating role of entrepreneurial thinking. 
 
RESEARCH METHODS 
 
Population and sample 

This research is a descriptive correlational study in terms of practical purpose 
and in terms of data collection method due to the lack of manipulation of 
variables [64]. The statistical population consists of 313 managers of knowledge-
based companies located in the Science and Technology Park of Iran 
Universities, including in 1399 in Tehran, Shiraz, Isfahan and Yazd, which 
operate in the field of information and communication technology. Using 
Cochran’s formula, the sample size of 172 people was determined and selected 
from the available sampling method from the community. In this study, the 
criteria for selecting knowledge-based companies active in the field of 
information and communication technology is that the number of their direct 
employees is up to 25 people, and their activity history is more than four years 
was used. They also failed during their activity, but they continued to survive, 
and by changing their strategy, they were able to continue on their path and 
maintain their position. The content validity of the data collection tool was 
evaluated using the opinions of professors and several experts, and their 
suggested views were applied in the questionnaire, and the validity of the 
structure was confirmed using confirmatory factor analysis. The reliability of the 
data collection tool was also evaluated and confirmed by Cronbach’s alpha 
method. In this tool, the answer to each question has a different number of values 
above 0.7 acceptable reliability. Table 1 shows the reliability results of the 
questionnaire. In the second part, PLS 3 software was used to analyse the 
constructs and relationships expressed in the theoretical framework. This method 
is a statistical model to examine the relationships between latent variables and 
explicit variables. A t-test was used to evaluate the fitness of the research 
framework and the assumed relationships between the variables. 
 
Reliability and validity 

In order to evaluate the relationships between the variables of the conceptual 
model, data were collected by a questionnaire. The questionnaire of this research 
is designed based on the literature. The questionnaire used to collect data from 
this study consists of respondents’ demographic information and research-related 
questions. We used a Likert scale ranging from 1 (very low) to 5 (very high) to 
measure the variables. Five questions were created to measure each variable. 

Research data were collected using a 25-item electronic researcher-made 
questionnaire. However, access to 172 usable questionnaires was provided. In 
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order to evaluate the reliability of the tool for measuring research variables, 
Cronbach’s alpha coefficient and combined reliability have been measured [11]. 

As shown in Table 1, the value of Cronbach’s alpha coefficients for all 
variables is more than the minimum acceptable, i.e., 0.7; Therefore, it can be 
inferred that the tool for measuring variables has an acceptable reliability level. 
 

Constructs Variables  Questions Cronbach’s 
    alpha 
Knowledge-based Firms’ -  1-6 0.858 
Performance     
Resilience Structural Trust 7-12 0.809 
 Capabilities    
 Organisational Dynamic 13-18 0.853 
 Capabilities    
 Process Continuity 19-24 0.868 
Entrepreneurial Thinking -  25-30 0.768 
 Table 1. The questionnaire   

 
FINDINGS 
 
Descriptive statistics 

Based on the gathered data, 68.60% of respondents were male and 31.39% 
were female. In terms of age, 12.79% were under 35 years old, 37.21% were 
between 45 and 35 years old, 34.88% were between 55 and 45 years old, and 
15.12% were over 55 years old. In terms of work experience, 34.88% had under 
10 years, 48.84% had 10 to 20 years and 12.70% had 20 to 30 years of work 
experience. 
 
Inferential statistics 

In this study, the variability of the independent variable, the performance of 
knowledge-based companies has been the dependent variable, and 
entrepreneurial thinking has been the mediating variable. The variable of 
resilience is considered with the factors of structural reliability, organisational 
capability and process continuity. 

In order to evaluate the reliability of the questionnaire, the partial least 
squares method have been used. In this method, reliability is measured by two 
criteria: factor loads and combined reliability. The load is a factor between 0 and 
1, which indicates the strength of the explicit variable (question) in measuring the 
hidden variable (principal variable). The closer the number is to 1, the more 
reliable the question will be. The criterion for the correctness of the factor load 
coefficients is 0.4 [26]. In this study, as shown in Table 2, all coefficients 
indicate that this criterion is correct. All factor loads above 0.4 and at the level of 
99% confidence are significant, which indicates that the indicators explain the 
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conceptual variables well. Studies show that the value of Cronbach’s alpha 
coefficient and the combined reliability of all constructs is more than the 
minimum acceptable, i.e., 0.7. Therefore, the constructs of this study have the 
desired reliability. Also, the analysis of the average variance extracted criterion 
shows that the whole construct's value is higher than the acceptable minimum, 
i.e., 0.5. Therefore, the constructs of this study have convergent validity as 
desired. According to the results of Table 2, because all indices have the mean 
values of variance extracted higher than 0.5, convergent validity is established in 
all indices. 
 

Constructs Variables Composite AVE Rho- R2 R2- 
   Reliability  A  adjusted 
Knowledge- - 0.914 0.544 0.873 0.334 0.251 
based Firms’       
Performance       
Resilience Structural 0.877 0.749 0.837 --- --- 
  Trust      
  Capabilities      
  Organisational 0.715 0.804 0.701 --- --- 
  Dynamic      
  Capabilities      
  Process 0.901 0.605 0.873 --- --- 
  Continuity      
Entrepreneurial - 0.832 0.745 0.788 0.714 0.688 
Thinking        

Table 2. Composite reliability, AVE, Convergent validity 
 

In order to evaluate the convergent validity, the AVE index was extracted, 
and for divergent measurement, the R2 was used [11]. As Table 3 shows, the 
AVE values are greater than the acceptable minimum of 0.5 [6]. Therefore, 
research variables have convergent validity. Also, since the R2 are greater than 
the correlation of the variable with other variables, divergent validity is 
acceptable if the numbers in the original diameter are higher than their lower 
[11]. Therefore, one could mention that the variables are valid, and their 
divergent validity is also confirmed. 
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 Organisatio Entrepreneu Knowledg Process Structur 
 nal rial e-based Continui al Trust 
 Dynamic Thinking Firms’ ty Capabili 
 Capabilities  Performa  ties 
   nce   
Organisation 0.727     
al Dynamic      
Capabilities      
Entrepreneu 0.485 0.789    
rial      
Thinking      
Knowledge- 0.054 0.393 0.737   
based Firms’      
Performance      
Process 0.638 0.676 0.140 0.778  
Continuity      
Structural 0.042 0.356 0.473 0.100 0.692 
Trust      
Capabilities      

Table 3. Divergent validity 
 

 
Fig. 2. t-statistics 

 
Based on the above and the results obtained from the output of Smart PLS 3 

software in Tables 2 and 3, the validity (convergent and divergent) and reliability 
(combined reliability coefficient and Cronbach’s alpha) are appropriate. In order 
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to investigate the fitness of the model at three levels of measurement, structural 
and general, are considered [14]. To evaluate the fitness of the structural model, 
the partial least squares criteria are used. The fitness of the structural model using 
T-coefficients is such that these coefficients must be greater than 1.96 to confirm 
their significance at the 95% confidence level (Fig. 2). 
 
Coefficient of determination (R2) 

The second criterion for examining the fit of a structural model in research is 
the R2 coefficients related to the latent endogenous variables of the model. This 
criterion is used to examine the intensity of the relationships between constructs, 
which only applies to dependent and not independent constructs. R2 is a criterion 
that indicates the effect of exogenous variables on an endogenous variable, and 
three values of 0.19, 0.33 and 0.67 are considered for weak, medium and strong 
values of R2. In this study, the criterion for the performance of knowledge-based 
companies (0.334) and entrepreneurial thinking (0.714), so the structural model 
from the perspective of this criterion has a good fit at a strong level. Also, the 
results are shown according to Fig. 3. 
 
 

 
Fig. 3. Factor loadings 

 
Q2 criterion 

The Q2 criterion is calculated for all dependent constructs. It represents the 
product of the combined values of the research constructs in the values of the 
coefficient of determination related to them. This criterion, introduced by Stone 
and Geiser (1975), determines the model’s predictive power in dependent 
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variables. According to them, models with an acceptable structural fit should be 
able to predict the characteristics of the endogenous constructs of the model. This 
means that if the relationships between constructs are properly defined in a 
model, the constructs will be able to have a sufficient impact on each other’s 
characteristics and thus, the hypotheses are correctly confirmed. The value 
should be 0.2, 0.15 and 0.35 for all endogenous constructs as low, medium and 
strong predictive power. This criterion in the present study is for the performance 
of knowledge-based companies (0.305) and entrepreneurial thinking (0.594). 

This result indicates the high appropriateness and acceptable structure of the 
research model. 
 
The goodness of fit (GOF) 

The general model includes both parts of the measurement model and the 
structure, and by confirming its fit, the model’s fit is checked. Therefore, the 
overall fit of the model is possible with the help of the GOF fit goodness 
criterion. According to the value obtained 0.666 for GOF, the overall fit of the 
research model is very appropriate and approved-considering the three values of 
0.01, 0.25 and 0.36, which are weak, medium and strong values for GOF. A 
value of 0.666 for this criterion indicates a strong fit of the overall research 
model. 

GOF = √average (Commonality) × average (R2) 
 

Another indicator is the standardised root mean square root index (SRMR). 
According to some scholars, the value of 0.05, and according to others, the 

value of 0.08 is acceptable. Also, according to Hair et al., (2017), the value of 
SRMR less than 0.10 indicate an acceptable fit of the overall model. According 
to Table 4, this index is also at an acceptable threshold, so it can be claimed that 
the current research model has a perfect fit. Normed Fit Index (NFI) has also 
been used to measure fit. The acceptance range of this index should be between 0 
and 1, and the NFI should be greater than 0.9. As a result, as shown in Table 3, 
this value equals 0.913. It is also confirmed as a result of this index. 
 

 SRMR NFI 
   

Acceptable value ≥0.10 ≤0.9 
Calculated value 0.072 0.913 

Table 4. Fitness Indexes 
 

In order to investigate the mediating role of entrepreneurial thinking, the 
Sobel test was used. 

a) The value of the coefficient of the independent and mediating variable = 
0.443 

b) The value of the path coefficient of the mediator and dependent variables 
= 0.453 
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c) The value of the path coefficient of the independent and dependent 
variable = 0.214 (sa) Standard error for independent and mediator 
variable path = 0.078; (sb) Standard error related to mediator and 
dependent variable path = 0.063 VAF= (a×b) / (a×b) + c 

 
The value of 4.431 obtained in this test, which is higher than the baseline 

value of 1.96, indicates the mediating role of the construct of entrepreneurial 
thinking. VAF statistics show that the intensity of mediation of entrepreneurial 
thinking is equal to 0.484, which means that the mediating effect is partial. Based 
on the results, the fit of the proposed model in both measurement and structure is 
confirmed. 
 
Hypotheses 

Finally, t-statistic has been used to investigate the hypothetical relationships 
between variables. To test the main hypothesis, six sub-hypotheses have been 
used, which according to Table 5, the t-coefficient for the six existing 
relationships has been confirmed. To determine the effect of predictor variables 
on dependent variables, standardised factor load coefficients related to the paths 
of each hypothesis are examined. These coefficients indicate that independent 
variables explain changes in dependent variables up to a few per cent. 
 

Hypotheses Influence T Results 
 Coefficient values  
Structural Trust Capabilities-Knowledge- 0.330 2.096 Confirmed 
based Firms’ Performance    
Structural Trust Capabilities- 0.275 2.881 Confirmed 
Entrepreneurial Thinking-Knowledge-    
based Firms’ Performance    
Organisational Dynamic Capabilities- 0.225 2.775 Confirmed 
Knowledge-based Firms’ Performance    
Organisational Dynamic Capabilities- 0.170 2.020 Confirmed 
Entrepreneurial Thinking-Knowledge-    
based Firms’ Performance    
Process Continuity-Knowledge-based 0.087 2.256 Confirmed 
Firms’ Performance    
Process Continuity-Knowledge- 0.885 6.508 Confirmed 
Entrepreneurial Thinking-based Firms’ 
Performance    

Table 5. Test results 
 

According to the results of Table 4, it was found that the process continuity 
has the greatest impact on the performance of knowledge-based companies in 
Iranian universities through the mediation of entrepreneurial thinking. 
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CONCLUSION 
 

In this study, six sub-hypotheses have been used to measure the central 
hypothesis of the impact of resilience on the performance of knowledge-based 
companies mediated by entrepreneurial thinking [12]. This study shows that 
resilience has a positive and significant effect on the performance of knowledge-
based companies mediated by entrepreneurial thinking. Also, the entrepreneurial 
thinking of the members of knowledge-based companies will lead to the 
superiority of these companies in the competitive market, facilitating the 
achievement of visions and entering new areas and creating new values for the 
company and stakeholders. Regarding the first research hypothesis and its sub-
hypothesis that structural reliability has a positive effect on the performance of 
knowledge-based companies mediated by entrepreneurial thinking, it can be said 
that businesses try to strengthen the level of trust between themselves and their 
stakeholders. Trust can be effective for organisations in various ways, such as 
increasing predictability, sharing information, and facilitating communication. 

Therefore, management with entrepreneurial thinking ability must know when 
to break the usual rules and use new methods and how to combine different 
patterns and strategies with intuition and creativity. Therefore, structural 
reliability is such that the organisation behaves fairly in the face of its obligations 
and even if given the opportunity. Thus, each company can consider a specific 
value for itself and create value based on that value. For example, one company 
builds value on respect for the environment, one company builds on quality, and 
another builds on customer orientation. All of these companies have different 
organisational values, but they all have a common denominator called 
organisational value that they plan and take steps to achieve. 

The results of the second hypothesis and its sub-hypothesis that organisational 
dynamism has a positive effect on the performance of knowledge-based 
companies mediated by entrepreneurial thinking, it can be said that 
organisational dynamics are essential for successful business performance [30]. 

Dynamic business capabilities effectively increase the company's capacity to 
exploit external resources for better business performance in the market, creating 
operational capabilities and improving the performance of knowledge-based 
companies and foreign cooperation [27]. The stronger these dynamic 
organisational capabilities in knowledge-based companies, the better businesses 
can absorb new environmental knowledge, better integrate this knowledge into 
routine business processes, and adapt operational capabilities to new 
environmental requirements. To renovate. Also, at the macro level, 
entrepreneurial thinking is an understanding. This understanding helps to 
understand the realities of the environment and the rules that govern it in the 
complex context of competition between companies and to discover new features 
of competition sooner than others. In addition, through better entrepreneurial 
thinking, environmental opportunities can be used to gain a competitive 
advantage, and environmental threats can be turned into opportunities, and 
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innovative and value-added solutions can be created to respond to environmental 
jumps. Regarding the information expressed about dynamic capabilities and its 
impact on various aspects of the organisation, it can be concluded that dynamic 
business capabilities can affect the performance of knowledge-based companies 
by creating a competitive advantage in the market with the use of data analysis is 
effective and leads to improving the performance of knowledge-based 
companies. 

It can also be said that the existence of dynamic capabilities in organisations 
leads to better performance in business by making appropriate changes and 
increasing the company’s flexibility. In this regard, it is suggested to the 
managers of knowledge-based companies to create innovation capabilities and 
develop creativity and innovation in the company, establish communication 
capabilities and develop sustainable relationships with stakeholders, develop 
information capabilities and appropriate use. Using organisational data and the 
establishment of information systems is recommended to improve the 
performance of the business so that this process leads to the creation of value and 
competitive advantage in the business. 

Finally, concerning the third research hypothesis and its sub-hypothesis that 
process continuity has a positive effect on the performance of knowledge-based 
companies mediated by entrepreneurial thinking, it can be said that process 
continuity indicates the degree to which the organisation plans and invests for the 
future [24]. Previous research has shown that organisations with a high-
performance orientation have high performance and focus on long-term strategic 
plans [25], [5]. experimentally showed that supplier-buyers who share a high 
degree of future orientation do not act opportunistically to maintain reciprocity. It 
ensures a continuous flow of technical, social and economic resources against a 
variety of risks. Technical resources (raw materials and information), social 
resources (continuity that a company ensures in the development and retention of 
skilled labour) and economic continuity (business continuity or growth through 
access to finance through strategy formation) are among the resilient dimensions 
that the potential source of discrepancy (variance, discrepancy) against 
subcontractors is risky and non-hazardous. Continuity of the business process 
causes cross-sectoral processes to become tangible returns on investment, and 
this continuity of processes makes processes run faster and employees more 
productive. Also, the process continuity leads to standardisation and control of 
processes that make work procedures efficient and optimise them by prioritising 
tasks. Therefore, it should be noted that entrepreneurial thinking is a process that 
leads to the creation of an integrated view in a company. Its output leads to 
creativity and understanding of the discontinuities of the company. This thinking 
leads to recognising the desired state, evaluating the existing conditions, and 
determining how to achieve the desired state. According to the research results, it 
is suggested that capable organisational systems with technical and individual 
capabilities be created to function properly when there is a risk. 
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Finally, considering the confirmation of all research hypotheses, it is 
suggested that knowledge-based companies equip themselves with dynamic 
capabilities, structural trust capabilities and process continuity. Merely having 
structural trust capabilities is not enough, and companies that want to survive and 
succeed in the long run must have dynamic capabilities. Paying attention only to 
business dynamics will not be effective if it is not combined with structural trust 
capabilities because its impact is diminished. In general, policymakers, managers 
and owners of knowledge-based companies are advised to (i) Hold training 
courses for employees, such as designing pessimistic scenarios to acquire the 
skills needed to deal with adversity, (ii) Knowledge-based companies to 
encourage employees to adopt new methods, encourage them to acquire new 
skills to provide new solutions, and instil in employees the belief that the fastest 
solution is not always the best solution, (iii) Accurately identification of 
customer issues and providing effective solutions to learn the employees of 
knowledge-based companies through customer training lessons at the lowest 
cost, (iv) Improve the level of creative thinking of owners to increase the ability 
to adapt and take timely new initiatives to get the business out of the crisis. One 
of the limitations of the present study is that it has been done only on a group of 
knowledge-based companies in the field of information technology. Then, it is 
suggested that future research expand the existing model and consider other 
components and research in a wider statistical community. 
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ABSTRACT 
 
Resilience helps us to accept and respond quickly and flexibly, tailoring our 
actions to business situation. The aim of this paper is to investigate benefits that 
self-employment and freelancers bring to employees. Moreover, we explored 
both subjective and objective dimensions of job quality, such as job satisfaction, 
motivation, changes in working hours, along with issues related to physical and 
mental health and work-life balance. The research is based on two hypotheses, 
which we tried to prove. We used qualitative and quantitative methods in our 
research. In the paper is concluded that working from home is a general trend in 
the world that will continue in the future, as more and more people are leaving 
“corporate life” and replacing it with business, which they do in a much more 
relaxed environment of their home and family. 
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INTRODUCTION 
 

To begin our deliberations, it is necessary to define the terms. Accordingly, a 
clear distinction should be made between self-employment and freelancing, i.e., 
it is necessary to answer whether the employment of a freelancer is the same as 
self-employment? Many put an equal sign between these two terms. By legal 
standards, freelancers and the self-employed are about the same thing, so why are 
there two concepts? However, there are differences that need to be pointed out. 

In the past, individuals believed in the importance of maintaining a long 
career as an employee of a company and therefore never applied for freelance 
jobs. 

Freelance work, which was well paid, was also not available to professionals 
who wanted to leave the corporate world. However, times are changing, which 
has been reflected in a large increase in the number of freelancers in the world. 

Unlike people who are self-employed and often run their own business and 
can employ other people, a freelancer is a self-employed person who has no 
employees. 

In previous research, the entrepreneurial role of freelancers has been 
neglected, given that mostly the research conducted on freelancers was motivated 
by other areas of the labour market, and not by the essential interest in these self-
employed workers. In the entrepreneurial literature, freelancers are often 
categorized as a version of an entrepreneur or manager [1]. They work under 
contract for various projects for various companies, selling them their services. 
Kitching and Smallbone [2], proposed a broad definition of freelancers, which 
includes all self-employed workers and directors of companies without 
employees. It is significant that the amount of a freelancer's salary depends on 
the company he is working on the project for. Even on the same project, different 
companies will have different levels of earnings. 

The freelancer can choose the clients he will work for. But once he does, he 
loses control of the project he will work on and has no influence on the deadline 
to complete the work. The self-employed enjoy a high level of control because 
no one puts pressure on them. They can plan the deadlines for the completion of 
the work themselves. 

Self-employment has a much broader meaning than being a freelancer. As a 
self-employed person, you can do business with other employees or use 
freelancers [3]. Therefore, while freelancers are self-employed, a self-employed 
person may not be a freelancer. This is where the confusion arises. To solve it, it 
is enough to say that a freelancer is just a type of self-employed worker. 

In many countries, freelancers may choose to pay or not pay taxes. Their sole 
responsibility is to comply with the country’s tax rules. No one will follow them 
in particular because of taxes because they would mostly work from home. It is 
therefore up to the freelancer to check with the tax regulator for any of the 
different types of taxes he must meet. On the other hand, people who call 
themselves self-employed must pay local and state taxes provided by law. The 
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self-employed will even have to spend part of the income on the payment of 
employees’ salaries in case they have them. 
 
LITERATURE OVERVIEW 
 

Imposing new economic and business patterns will create an entirely new set 
of consequences and decisions. These decisions will be focused on an optimal 
use of resources and will provide the greatest advantages to the most developed 
countries of the world [14]. Recent trends show that starting and running a home-
based business will become a trend of the future [4]. Today we can be absolutely 
sure to say that any crisis phenomena lead to the development of new 
management models and the formation of new economies or the reorganization 
of the old ones. It is a kind of reset for the economy, which allows building more 
efficient businesses, reviewing the conditions of operation and interaction with 
competitors, suppliers and customers [13]. 

On that occasion, scientists have launched several researches, in order to give 
an explanation of what motivates individuals to decide to start and run a home-
based business. Based on these studies, they drew the following conclusions [5]. 

1. The rapid development of new technologies, especially the advent of the 
Internet, have greatly provided many opportunities for doing business at 
home and contributed to its expansion in recent years. The information 
society is a force that has changed the way we live, work, learn, inform 
and have fun today [16]. The fact is that digitized companies and new 
concepts of organizational functioning are creating our new reality [15]. 

2. People around the world are increasingly opting to start a business at 
home, so that they can create and control their lives more freely. Profit is 
not always the primary goal when launching them. For many, it is first of 
all the need to spend more time with their family, then to better 
harmonize obligations and the like. There are not a small number of 
those who want to be their own bosses and thus gain complete control 
over all affairs. 

3. For many home offices, they have become places that are the main 
source of income and where the owners live full time. 

4. A number of business owners at home in this way provide additional 
income for their family. 

5. Many start their business cautiously in part-time work and gradually 
build it, thus developing it over time into a very profitable business. 

6. This type of business is especially attractive for the female part of the 
population, which in this way tries to reconcile their family and private 
life more easily. In other words, at the same time as raising children, they 
can also contribute to increasing the family budget. 

7. Most often, in addition to women, home businesses are also founded by 
those who want to turn their hobby into a lucrative business, then 
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retirees, and very young people (students and pupils), in order to 
supplement their income or increase their pocket money. 

 
The previous statements indicate that the combination of social, economic, 

and technological circumstances in combination with many benefits provided by 
doing business at home, have contributed to this type of business becoming one 
of the most popular forms of self-employment. We will focus on its benefits, 
which provide very a wide space for reconciling professionals with family 
responsibilities and thus enable a more balanced lifestyle, which is what the 
largest number of employed people in the world strive for. 

An older study done by scientists Golden and Veiga [6] stated, “whether 
individuals can fully benefit from teleworking is likely to be influenced by the 
way in which they must perform their work activities”. 

A recent survey conducted in Australia, Canada, France, Germany, the 
Netherlands, Scandinavia, Spain, the UK and USA, found that 89% respondents 
think that flexible working should become normal, and 54% would move jobs to 
obtain a better work/life balance [7]. Recent research has shown that as many as 
77% of people feel more productive when working from home compared to 
working in an office premises outside [8]. Another similar research has been 
done by Ishay [9]. Thus, Ishay’s research showed that almost 65% of employees 
are more productive in their office at home than in a traditional workplace. 

Although Serbia has over 100,000 freelancers, the law does not recognize 
them [5]. For some freelancers, this is the main job, and for some it represents 
extra income. However, among them there are a lot of those who are not 
registered, and do not pay taxes, which damages the budget of Serbia. 

Given that the “gig economy” is growing rapidly, it is necessary to create a 
policy of optimal use of this growing phenomenon that offers numerous 
opportunities but also weaknesses [11]. First of all, weaknesses can affect 
workers’ rights. Therefore, there are more and more calls for a legislative 
response at the European and national level in the domain of this form of 
business [10]. 
 
RESEARCH METHOD 
 

The research was based on qualitative and quantitative methods. It was 
conducted from February to October 2020 on a sample of 393 respondents in 
Serbia. All the respondents in the sample stated that they used at least one digital 
device (computer, laptop, tablet, smartphone) in their usual work activity in the 
situation before COVID-19. Our survey included two questionnaires out of a 
total of 30 questions, with basic information on company characteristics 
(including company size and industry), questions on the current response to the 
COVID-19 crisis and beliefs about the future course of the crisis. The second 
questionnaire aimed to examine how the crisis affected freelancers and other 
employees working from home. 
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Our research is based on testing two set hypotheses: 
H1 Employees from home find the greatest benefit of working from home in 

the balance of private and business activities. 
H2. Working from home carries a high health risk. 

 
KEY FINDINGS 
 

Giving the answer to the question “What are the advantages of working from 
home”? Freelancers and other employees from home were harmonized. Namely, 
they put “more time spent with the family” in the first place, while “permanent 
earnings” and “control over personal life” were of equal importance for the 
respondents, which confirmed the hypothesis H1. By balancing work with family 
responsibilities, they become much more resistant to stress. However, the higher 
educated are more difficult to establish a balance between business and all other 
life activities than the less educated. At the time of the. 

On the other side, Covid pandemic makes a significant risk to human health. 
During the Covid pandemic, quarantine, social isolation, fear of infection, 

frustration, inadequate information, financial loss and stigma are significant 
sources of stress for residents. The transition to this way of working, in many 
cases was not accompanied by adequate changes in the system of safety and 
health at work and the ability of employees to separate business from family life 
and responsibilities, a large number of companies and institutions did not have 
the necessary knowledge and experience in implementing preventive measures. 

Accordingly, our second hypothesis H2 is also confirmed. 
 
CONCLUSION 
 

Our research showed the main advantages of doing business at home are 
usually the following features: 
 

a) Material savings – one of the biggest advantages of doing business at 
home is considered to be material savings, which are realized on that 
occasion. It is primarily reflected in large savings and elimination of 
costs of renting office space or buying an office, which is considered the 
main cost of most small businesses. In addition, this eliminates the cost 
of transportation to the workplace and some other similar costs. 

b) Flexibility and freedom – In this way, entrepreneurs have full freedom in 
structuring their working and free time, which allows them to fully create 
their own lifestyle. Of inestimable importance are precisely flexible 
working hours, which should contribute to a good balance of work 
obligations with time set aside for rest and personal satisfaction. If we 
keep in mind that the quality of life in the time ahead will be measured 
not by the type of work that is done, but by the way in which free time is 
organized and what contents are given to it, then doing work at home 
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will gain even more significance. Namely, taking into account the 
mentioned advantages, especially many women in the world are 
increasingly opting for starting a business at home, which is reflected in 
the constant trend of its growth in the overall structure of all other 
businesses that women start and do. For example, 47% of women in 
Australia already own and do business at home. This tendency will 
continue in the future, given that economic restructuring in most 
countries of the world will change the structure of large organizations, as 
well as the conditions and types of work [10]. In addition, there are more 
and more changes in the model of work under the influence of modern 
technology, which is likely to greatly reflect a significant increase in the 
number of business activities in home directing. Also, the economic 
crisis in many countries is causing more and more women to start 
thinking and exploring opportunities to start a home-based business that 
should bring them extra income, given that only one source of income 
has become insufficient for an average family. Many women thus open 
up profitable jobs and achieve business success, while others, in addition 
to profits, also achieve job satisfaction, which they have never 
experienced before. Thus, they achieve their professional optimum 
because they have a job that brings them satisfaction in every sense [12]. 

c) Adaptability – The advantage of a small business done at home is 
reflected in the fact that it can more easily and quickly adapt to market 
trends and changes, given that it is not burdened with huge bureaucratic 
decision-making procedures, which is usually a feature of large 
companies. 

d) Part time options – This type of business provides great opportunities for 
additional employment of workforce, which can be employed part-time 
and which along with increasing the volume of work and expanding the 
activities of the company can grow into full-time business engagement. 

 
For Western Balkans countries, this way of employment has become 

particularly attractive due to lower wages and high unemployment rates. 
Working from home is a general trend in the world that will continue in the 

future, as more and more people are leaving “corporate life” and replacing it with 
business, which they do in a much more relaxed environment of their home and 
family. 
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ABSTRACT 
 
COVID-19 pandemic is going to be the greatest pandemic in all times of planet 
earth. It is still threatening the normal life. Scientist, statistician, economist and 
some other important part of the wings of a states or nations are struggling with the 
impact of pandemic. They still do not know where the ending of this impact is. The 
aim of the study is to find out the COVID-19 pandemic impacts on petty trader’s life. 
What a pandemic situation directly and indirectly effects on small business in 
Bangladesh to explore this causative relation is the main purpose of this study. The 
study conducted in four districts of Mymensingh divisions in ten different small 
businesses and in every type of business there are at least ten businesses included for 
data collection. The study uses mixed method for data collection. The conducted 
research study finds that COVID pandemic creates the situation like, lockdown 
approach which is taken by government of Bangladesh; this lockdown disrupted the 
running business. The 100% of the respondent believe that this disruption badly 
affected to petty trade and their life. All the respondent of the research exposed the 
negative consequences of their business which stop their income and surviving path. 
Petty trader and those who are associated with informal sectors, they are terribly 
affects by pandemic. The government has taken some steps to aid the vulnerable 
groups who are affected by COVID-19 pandemic but it is not sufficient to them. 
Finally, Bangladesh is not such welfare state which can take care each and every 
citizen of it in the pandemic situation, but to protect the petty trade and other 
informal sector, government can take the decision about lockdown approach because 
this is the denominator fact of financial, social and all other activities. 
 
Keywords: Covid-19, petty trade, daily life 
 
JEL Classification: F1, G1 
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INTRODUCTION 
 

The planet earth has been facing and passing through various and many more 
types of pandemic situation from its beginning to modern era. But in the time of 
technological advancement and postmodern era, the earth people never see and 
imagine such a pandemic situation of virus like COVID-19. This unimaginatory 
virus suddenly stops the whole world’s dynamism and the world economy; 
social, cultural and other activities become static. As the planet earth becomes a 
global village, Bangladesh has also impacted by this pandemic disease. 

The world people didn’t know and much hear about Corona virus even 13 
months ago, but now no one can find who doesn’t know about COVID-19 virus. 

Corona virus disease (COVID-19) is an infectious disease caused by a newly 
discovered corona virus. The COVID-19 virus spreads primarily through droplets 
of saliva or discharge from the nose when an infected person coughs or sneezes. 

Most people infected with the COVID-19 virus will experience mild to 
moderate respiratory illness and recover without requiring special treatment. 

Older people and those with underlying medical problems like cardiovascular 
disease, diabetes, chronic respiratory disease, and cancer are more likely to 
develop serious illness [8]. They recommend several protocols for preventing the 
transmission of the COVID-19 such as detecting and isolating cases, contact-
tracing and quarantine, social and physical distancing (at least one meter). All 
those mechanisms are vital to contain the COVID-19 pandemic from peaking at 
unmanageable levels. Social distancing is stopping the possibilities of contacting 
infected persons with non-infected persons, such as cancelling events, closing 
schools and businesses, work from home, island-wide curfew, and travel 
restrictions, nonetheless, it is economically painful [1]. 

The exponential growth of COVID-19 pandemic is a great global economic 
problem and it has received magnificent worldwide attention. The vulnerability 
of the pandemic with lower economic immunity is greater in developing 
countries. To mitigate the pandemic situation, there have been taking some 
strategies and protocols those have come at high economic and human costs, and 
gravely sullied the SMEs in Sri Lanka including the shortage of materials, 
decline in both global and local demand for their products and services, 
difficulties in repaying loan and interest, cancellation of orders, dire cash deficit 
(inflows) and lack of savings (even problems with payroll and utility bills), 
limitations in recalling the employees back to work, high cost in preventing 
workplace COVID-19 strategies, absence of new orders, etc. The COVID-19 
pandemic is emotionally challenging for both employees and operators of the 
SMEs [7]. 

The COVID-19 has caused gigantic negative effects on populace wellbeing, 
society, education, and the economy in Bangladesh. It mostly effects on dairy 
farmers, vegetable producers, pharmaceuticals, poultry farmers those who are in 
deep crisis due to lower prices. Also, the pandemic has seriously affected 
educational systems, banking, FDI, ready-made garments, remittances, etc. 
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Finally, it is not possible to mitigate the effects of pandemic individually but 
the integrated effort from the state authority as well as concern people of all 
sectors need to come forward [2]. 

The whole globe is going under a devastating threat of economic depression 
amid impact of COVID-19 pandemic. Almost No country can deny the fact 
propelling to the economic ramification of this diseases suggesting a confirmed 
apropos plan to recuperate any unavoidable circumstance in forthcoming 
economic arena. Bangladesh with no exception is also capitulated under a 
significant threat of economic disparity navigating a colossal crisis during and 
after this epidemic. COVID-19 impacts on the economic crisis for Bangladesh 
and government along with all other stakeholders will respond to sustain 
socioeconomic developments achieved during the recent fiscal years in spite of 
being submerged by the depressing mode of major economic indicators such as 
inverse trade growth, vigorous revenue deficit, mounting nonperforming loan, 
falling private sector investment, volatility of market interest rate, capital market 
unrest and imminent horrid of global economic recession [6]. 

In Bangladesh, the first three known cases of COVID-19 were reported on 8 
March 2020. On 22 March, a 10-day shutdown effective from the 26th of the 
month was declared; subsequently government asked the army to enforce social 
distancing strictly, with teams of soldiers deployed across the country, leaving 
the streets empty in the capital Dhaka and most roadside shops closed. Forced to 
stay home for under lockdown regulations, most informal workers have lost all 
their income, as they cannot work from home. Having no formal employment, 
they are not registered for unemployment insurance so they have no social 
protection to support them through this period of zero income. The first 
announcement of the lockdown from the government was like a vacation but 
when the lockdown was increasing compound, it became curse to the worker of 
informal sectors and petty traders [3]. 

CPD reported that the impact of COVID-19 pandemic on Bangladesh 
economy at two levels. These were ‘from global to national’ and ‘national’. The 
study putted spotlight on five sectors which were critically important for the 
Bangladesh economy [9]. These were: external sector performance; disruption of 
supply chains in major economic activities; healthcare; public finance; and 
monetary policy. The COVID-19 pandemic is impacting on the increasingly 
globalizing economy of Bangladesh are diverse in nature (see the Diagram 
below). Export outflows are getting disrupted; import inflows are facing delays; 
outmigration has ground to a halt; tourist arrivals are virtually non-existent; 
business contacts are getting delinked; investment flows are facing growing 
uncertainties. The early signs of the likely adverse implications of the COVID-
19-afflicted external developments are already being felt in the Bangladesh 
economy, at the levels of financial transactions and on the real economy, as well 
as on business, commerce and consumers at the levels of enterprises, 
entrepreneurs and workers. 
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[4] 

 
Petty trading can be referred to as an economic activity that involves selling 

(and buying) goods and services in small scale, ranging from agricultural 
produce to imported consumer goods. A livelihood is a means of making a living. 
It encompasses people’s capabilities, assets, income and activities required to 
secure the necessities of life. A livelihood is sustainable when it enables people 
to cope with and recover from shocks and stresses (such as natural disasters and 
economic or social upheavals) and enhance their well-being and that of future 
generations without undermining the natural environment or resource base [5]. 

COVID-19 pandemic badly effects on petty traders in Bangladesh while 
lockdown and other rules and regulation applied to maintain social distance and 
protection against spreading the virus. 

The above literature shows and represents that the COVID-19 pandemic 
condition greatly affects to our daily, economic, financial, social, cultural 
activities and above all in every sphere of life. Pandemic situation disrupted and 
stopped the normal lead of life in everywhere like rural or urban area of 
Bangladesh [10]. To stop the spreading of virus, the government take the 
‘Lockdown’ and ‘social distancing’ approaches those rules and regulation 
adversely stopped and breakdown the normal economic and social activities. In 
this circumstance, petty trader and who are involve in the informal sectors, they 
are badly affected by this situation. 

The study is going to reveal and explore the causative relation between 
COVID-19 Pandemic situation and its effects on the practical life of petty traders 
in Bangladesh which is very relevant issue to research or study. 
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OBJECTIVES 
 

The aim of the study is to explore the effects of COVID-19 pandemic 
situation on small traders in rural Bangladesh. The aim of the study related some 
objectives which are given below: 

 To find out the relevant literature of COVID-19 pandemic effects in 
Bangladesh; 

 To explore how the Small or petty traders are affected by pandemic 
situation; 

 To assess the relation between government step against pandemic 
situation and petty traders’ livelihood. 

 
MATERIALS AND METHODS 
 
Research Questions 

The study is conducted by several questions those leads the research aim and 
objectives. The questions are: 

 Does COVID-19 pandemic lead negatively impact on petty trader’s life? 
 Does COVID-19 pandemic situation and imposed government rules and 

regulation interconnected to affect to petty trade? 
 Does these factors relevant to SMEs in Bangladesh? 
 How do they overcome the COVID related problems? 

 
Research Philosophy and Approach 

The study conducting the deductive approach where the different kind of data 
and information of COVID-19 pandemic situation and petty trader’s livelihood 
collected through the previous study and analysed for generalization about the 
effectiveness of these factors. The study is operationalized by the existing theory 
and research on relevant issue. In this study, data are collected by survey and 
interview for find out the cause-and-effect relation of COVID-19 pandemic 
situation and petty trader’s livelihood in Bangladesh. These attempts and 
procedures clearly denote the deductive research approach because it is going to 
compare and contrast the existing findings and theory as well as find out the new 
causal relationship. 
 
Research Design & Strategy 

The study is following quantitative/qualitative research design where all steps 
constructed with sequence and interrelated way by the researcher. 

Research design follows the research purposes. There are three types of 
research purposes available in research. These are exploratory, descriptive and 
explanatory research. 

Among the three classifications of research purposes, the existing research 
study is conducting by explanatory research. The study is trying to explain the 
relation between COVID-19 pandemic situation and petty traders’ livelihood and 
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it will also explore the effectiveness of this relation leads the terrific food 
insecurity. The study will expose these relationships in the context of small and 
petty traders. 

The research strategy of the study is survey. It is usually associated with 
deductive approach. This strategy leads a questionnaire to sample and collected 
data are standardized for easy comparison. It allows the quantitative data and can 
analyse by quantitatively using descriptive and inferential statistics. 
 
Data& Data Collection Method and technique 

Data is a raw-material for research. There are two types of data used in a 
social and business management research. These are primary data and secondary 
data. According to secondary data is that data which have already been collected 
for other purposes. This data helps to direct research question. On the other hand, 
primary data indicate the new data which collects for new purpose. Primary data 
gives the answer of research question. 

The study uses secondary and primary both data. Secondary data uses in the 
literature review part where previous or existing related theory and research data 
discussed. This discussion directed to the researcher to make research question 
about the research objectives and that way researcher is going to collect new data 
or primary data. There are some choices or method for data collection. These are 
mono method, mixed method and multi method. The study has used mixed 
method technique and procedure for collecting and analysing primary data. As 
mixed method quantitative technique, the study is using survey ‘questionnaire’ to 
the owner of a small and petty trade. This interview is semi-structured which lead 
quantitative and qualitative both data. 
 
Designing the Questionnaire 

In this research, researcher is conducted survey through the self-administered 
questionnaire to owner of petty trade to get the answer of research questions. 

These questionnaires are quantitative. It is also conducted semi-structured 
interview to the owner to get the research objectives. The semi-structured 
interview is quantitative and qualitative. 
 
Sampling and Sample size 

This part is important for any researcher and research. To understand this part, 
there are some basic concepts those are related to sampling. These are target 
population the population for which information is required, survey 
population- the part of the target population that is studied, sample- the part of 
the survey population that is to be studied and sampling- the procedure by which 
way take out samples for study. Sampling enables the researcher to study a 
relatively small part of the target population which represent the whole data or 
population. 

It is not possible to collect data from every single population. For some 
research question it might be possible to collect data from entire population if the 
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size is manageable. When data are collected from every single respondent, it is 
called census. The researcher prefers sampling rather than census because census 
indicates some negative consequence for quantitative research. Such as 
impracticable to survey entire population, budgets constraints, time constraints 
and large data leads late result. 

This study also intended to use sampling for collecting data from large 
population. The reason is to save time, money and conduct accurate and quick 
result from collected data. This research study conducted non-probability 
sampling, as researchers do not know the quantity of survey population. The 
study is going use the survey and interview method for collection data from 
different two SMEs. I selected 10 different small and petty traders like 1. 
Vegetable shop keepers, 2. Barber shop keepers, 3. Grocery shop keeper, 4. 
Small farmer (who produce vegetables), 5. Small farmer (who produce milk and 
poultry), 6. Car business owner, 7. House renter, 8. Small Clothing shop, 9. 
Restaurant owner and 10. Private schools/Institutes. 

Using quota sampling there were distributed 120 survey questionnaire and 
interviewed to the owners of petty traders and different farmers. Finally, the 100-
survey questionnaire and interview were completed and returned to the 
researcher. 

The petty traders and farmers were selected in Mymensingh, Netrokona, 
Jamalpur and Sherpur district of Mymensingh division which was easier to 
researcher. 
 
Analysis of Data 

The collected data were analysed by the descriptive statistics, such as 
percentage, frequency distribution, bar chart and pie chart. Though the research 
question indicates the inferential statistics such as correlation and bi-variety 
analysis, for the short time it did not apply. The qualitative data were represented 
by word similarity and dissimilarity. 
 
Ethical Consideration of Research 

Research ethics is important and significant for researcher and accurate 
research operation. Research ethics indicate the researcher’s behaviour in relation 
to the rights of respondent or subjects who are affected by the research. 

This study is conducted appropriate way where every part of research 
maintained by methodological and rational way. It maintained and took account 
the privacy of actual participants, consent of participants, confidentiality, 
reaction of participants, discomfort, pain and harm of participant. It also 
maintained the behaviour objectivity of researcher. The respondents were not 
mad or under aged. 
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FINDING 
 

About petty traders: 
Types of petty traders and their staff 

Serial Business Name 
Amount of 
Respondent Staff 

1 Vegetable Shop 10 12 
2 Barber Shop 10 40 
3 Grocery Shop 10 30 

4 
Small farmers (who produce 
vegetables) 10 16 

5 
Small farmers (who produce milk 
and poultry) 10 22 

6 Car Business 10 12 
7 House Renter 10 05 
8 Small Clothing Shop 10 50 
9 Restaurant 10 45 

10 Private Schools/Institutions 10 65 
 Total 100 297 

Table. 3.1 
 

The Ten different types of petty traders presented in the response of data 
collection where 297 employees including owners are associating with the 100 
traders. (See the table 3.1) 
 
The impact of COVID-19 on petty trader’s life 
 

Does COVID-19 pandemic disrupt your running business? 
 
Types of Respondents Frequency Percentage 

Yes 100 100 
No 0 0 

Total 100 100 
Table. 3.1.2 
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Fig. 3.2.1 

 
100% of the respondents believe that COVID-19 pandemic situation directly 

disrupts their running business. (See the table and figure 3.2.1) 
 
3.2.2 Why does disrupt your running business? 
 

Types of Respondents Frequency Percentage 
Govt. imposed lockdown 100 100 

Other cause 0 0 
Total 100 100 

Table. 3.2.2 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 3.2.2 
 

100% of the respondent also believe that COVID-19 pandemic situation 
directly disrupts their running business because of government imposed 
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lockdown system whereas no one believe that other causes associate with this 
disruption. (See the table and figure 3.2.2) 
 
3.2.3 How does your running business hampered during lockdown? 
 

Types of Respondents Frequency Percentage 
No sale and supply 72 72 

Limited sale and supply 28 28 
More sale and supply 0 0 

Total 100 100 
Table. 3.2.3 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 3.2.3 
 

The 72% of the respondents think that during the lockdown system, there is 
no sale and supply, on the other hand 28% of respondent believe that limited sale 
and supply is available in the lockdown system. No one believes that their sale 
and supply increased in the lockdown moment. (See the table and figure 3.2.3) 
 
3.2.4 Do you have any other income source? 
 

Types of Respondents Frequency Percentage 
Yes 08 08 
No 92 92 

Total 100 100 
Table. 3.2.4 
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Fig. 3.2.4 
 

92% of the petty business owners have no other income source. Conversely, 
8% of the petty business owners have the income opportunity. 
(See the table and figure 3.2.4) 
 
3.2.5 Have you got any savings or funds to maintain your household 
expenditure in this crisis moment? 
 

Types of Respondents Frequency Percentage 
Yes 21 21 
No 79 79 

Total 100 100 
Table. 3.2.5 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 3.2.5 
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79% of the respondents have no savings to maintain their business and 
household expenditure whereas 21% got that opportunity. (See the table and 
figure 3.2.5) 
 
3.2.6 Have you got any government allowance or aid to survive in this 
pandemic situation? 
 

Types of Respondents Frequency Percentage 
Yes 15 15 
No 85 85 

Total 100 100 
Table 3.2.6 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig. 3.2.6 
 

15% respondents think that they are getting government aid or allowance in 
the pandemic situation. But the 85% of the respondents are not getting this aid. 

They also mention that the aid is not sufficient to maintain their livelihood. 
(See the table and figure 3.2.6) 
 
The case study of petty trader’s livelihood 
 

The research has taken five case studies among ‘house renter’ in the city and 
town area. The summary of the case studies was approximately same. The house 
renter told us, “Corona virus destroying their life cycle. They mentioned that 
because of lockdown in education sector, they lose their tenant because the entire 
tenant was the students and their guardians. As all the educational institutions are 
closed, the students and their guardians back to village which make our income 
source stopped”. The respondent mentioned that they are surviving by house rent 
and it is the only income source of their household. 

Another two case studies have taken on clothing shop in urban area. They also 
mentioned that “we usually take the order and prepare the dress and gown for the 
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schools and colleges. This is my business and only income source. I have seven 
women and two boys who are working here but because of lockdown the 
educational institution has been closing; we do not have any work or sale. My 
business badly affected by lockdown system in schools and colleges.” 

Case study has taken upon farmers in the village who produce vegetables, 
poultry and dairy. They replied that “we lost huge when lockdown approach was 
taken in whole country. We could not sale our vegetables, milk and eggs. But 
now is okay, no lockdown, our business is normal.” 
 
DISCUSSION 
 

The discussion and analysis part will discuss step by step with the 
questionnaire and data analysis part for easy to understand. 
 

A. About petty traders: 
Types of respondents is very important fact to research because the data are 

collected from them to understand the livelihood of petty traders. Here, if we 
would like to understand the livelihood of petty traders than we need to directly 
study and interview them what is done in this study? Ten different types of petty 
trade included and every type at least ten business included, altogether 100 petty 
trades included where 297 people were engaged including owner and employee. 
(See the table 3.1) The respondents were mixed from rural and urban area both. 
(Begum, Farid, Alam, & Barua, 2020) Showed in their study that “The COVID-
19 has caused gigantic negative effects on populace wellbeing, society, 
education, and the economy in Bangladesh. It mostly effects on dairy farmers, 
vegetable producers, pharmaceuticals, poultry farmers those who are in deep 
crisis due to lower prices. Also, the pandemic has seriously affected educational 
systems, banking, FDI, ready-made garments, remittances, etc.” In that case, the 
selection of respondent for the study is relevant and rational. 
 

B. The impact of COVID-19 on petty trader’s life: 
Disruption on running business: Due to COVID-19 disease pandemic, the 

running businesses are disrupted which directly effect on the associated life. 
100% of the respondent believed that the running businesses are badly 

disrupted. (See the table and figure 3.2.1) and this disruption break their normal 
life cycle, food insecurity, social life even thread to surviving. (CPD Working 
Paper 133, 2020) Presented in their study that “disruption of supply chains in 
major economic activities is happening in Bangladesh due to COVID-19 
situation.” 

Why does the disruption occur? The prime question is that why does the 
business disrupted. The answer is easy, because of COVID-19 pandemic 
government-imposed lockdown system to stop the spreading virus. The 100% 
respondents of this study think that lockdown system directly responsible for the 
disruption on running business. (See the table and figure 3.2.2) And not only had 
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this disruption happened on business but their life. (Adolph, Amano, Bang-
Jensen, Fullman, & Wilkerson, 2020) showed in their study that “COVID-19 
pandemic circumstances created Social distancing approach is for stopping the 
possibilities of contacting infected persons with non-infected persons, which 
cancelling events, closing schools and businesses, work from home, island-wide 
curfew, and travel restrictions, nonetheless, it is economically painful. 

How does running business hamper? The running business hamper because 
lockdown approach stops the people to go out, no travel, no schooling, 
restrictions to open shop and so on those are interconnected to hamper the 
running businesses. The 72% of the respondent believed that pandemic situation 
created the situation where no sale and supply. On the hand, the 28% of the 
respondent mentioned that sale and supply is very limited which make our 
business lose. (See the table and figure 3.2.3) 

Do you have any other income source? As the COVID-19 pandemic disrupted 
their petty trade, it is important to know; is there any other income source to 
them which may help to mitigate their subsistence life. The only 8% of the 
population have alternative income whereas 92% of the population has not got 
any other income. (See the table and figure 3.2.4). [3] revealed in their research 
that “Forced to stay home for under lockdown regulations, most informal 
workers have lost all their income, as they cannot work from home. Having no 
formal employment, they are not registered for unemployment insurance so they 
have no social protection to support them through this period of zero income. 

The first announcement of the lockdown from the government was like a 
vacation but when the lockdown was increasing compound, it became curse to 
the worker of informal sectors and petty traders.” 

Have you got any savings or funds to maintain your household expenditure in 
this crisis moment? It is quite important to have crisis fund to overcome any 
critical period. The conducted research has found that only 21% of the petty 
traders have crisis fund but this fund is very small. It can continue their life only 
two or three months, not more than that. However, the 79% of the petty traders 
have no crisis fund. They are surviving their life by scaling different valuable 
goods such as cow, goat, ornament, land etc. (See the table and figure 3.2.5) 

Have you got any government allowance or aid to survive in this pandemic 
situation? In the pandemic crisis government are providing many kinds of 
allowance or aid system. This aid can provide temporary food security and 
maintenance to the household level. But sadly, to mention that the only 15% of 
the petty trader have gotten the temporary aid which is not sufficient to survive. 

Conversely, the 85% of the population have not got any allowance or aid. 
 

C. Case Studies: 
The result of case studies represents the hidden impacts on petty trader’s life 

by pandemic situation. Most of the multi-stored building and flat-houses are 
nearly empty in city area because of shutting down in educational institution. 
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Basically, it affects badly on those who are dependent on only house rent 
income. Moreover, Garment petty trade whose business depends on school, 
college students’ dresses-gown-bag-cap, their business fall down unexpectedly. 
 
CONCLUSION 
 

COVID-19 pandemic badly effects on the livelihood of petty trader’s and 
their household. Besides that, this impact greatly imposed to the social system of 
national and international level. It is like an ecosystem or life cycle. If one cycle 
or one level disrupted, the whole system will be breakdown. Pandemic situation 
destroys the petty trader’s life cycle and its impact will sustain long time. 
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ABSTRACT 
 
Beginning since nineteen-nineties, an emerging body of literature has been 
consistently emphasizing the role of social capital like interpersonal trust, norms, 
and civic engagement in economic development. However, the role of social 
capital in economic development still remains a contested concept. This paper 
makes an extensive literature review and analyses the theoretical issues, 
operationalizing aspects, and empirical findings associated with the contribution 
of social capital in economic development. Finally, the paper provides some 
policy implications and suggestions. 
 
Keywords: social capital, trust, civic engagement, economic development 
 
JEL classification: A14, O40 
 
INTRODUCTION 
 

I begin with two quotes: 
Virtually every commercial transaction has within itself an element of trust, 

certainly any transaction conducted over a period of time. It can be plausibly 
argued that much of the economic backwardness in the world can be explained 
by the lack of mutual confidence’ [1]. 

Among the laws that rule human societies, there is one that seems to be more 
precise and clearer than all the others. If men are to remain civilised or become 
so, the art of associating together must grow and improve in the same ratio in 
which the equality of conditions is increased’ [2]. 

These statements underscore the significance of social capital like trust and 
associational behaviour in economic and political life. Social capital is often 
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understood as the ‘missing link’ in explaining why some countries or regions 
grow faster than others [3]. Robert Putnam’s [4] landmark work, ‘Making 
Democracy Work: Civic Traditions in Modern Italy’, shows how a society’s 
historical stock of social capital can impact on its economic and institutional 
performance. He analysed the impact of regional governance reforms in Italy 
which had been implemented since 1970s till 1990. He argued that the progress 
had been much more rapid in the Northern regions which had been more civic 
than Southern regions for centuries. As he mentioned, 

‘In the North, norms of reciprocity and networks of civic engagement have 
been embodied in tower societies, guilds, mutual aid societies, cooperatives, 
unions, and even soccer clubs and literary societies. These horizontal civic bonds 
have undergirded levels of economic and institutional performance generally 
much higher than the South, where social and political relations have been 
vertically structured’ [4]. 
 
RATIONALE AND OBJECTIVES 
 

The role of social capital in development has received increasing attention in 
literature since the nineties of the last decade. Since then, a burgeoning body of 
literature has been emphasizing the positive role of social virtues like trust, 
solidarity, networks, and civic values in shaping development [3], [4], [5], [6], 
[7], [8], [9], [10], [11], [12], [13], [14]. However, some literatures have expressed 
sceptical views about the acclaimed role of social capital in economic 
development [15], [16], [17], [18], [19]. Given this, the general objective of the 
study is to review the role of social capital in economic development. The 
existing literature on social capital is mostly empirical in nature and there is a 
relative scarcity of review-based article on the pertinent area. This paper fills this 
deficit thus attempts to make an extensive review of the theoretical, operational 
and empirical aspects on the nexus between social capital and economic 
development. Therefore, the specific objectives of the study are: 

i) To analyse the theoretical issues concerning the relationship between 
social capital and development; 

ii) To discuss the operationalizing aspects of social capital; and 
iii) To present and analyse the empirical findings on the role of social capital 

in economic development. 
 
SOCIAL CAPITAL – A CONCEPTUAL FRAMEWORK 
 

Social capital is broadly understood as interpersonal trust, shared norms and 
reciprocity, and networks of civic engagement that promote coordination and 
facilitate economic and social activities. Putnam [4] defined social capital as 
‘features of social organisation, such as trust, norms and networks that can 
improve the efficiency of society by facilitating coordinated actions.’ Ostrom [20] 
identified four elements of social capital that distinguish it from physical capital. 
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First, unlike physical capital social capital does not depreciate value in its 
use rather it increases: When individuals learn to work together for their 
common benefits, this learning does not fade away with their repeated group 
works and interactions. Second, social capital is intangible and difficult to 
measure: Physical capital like buildings, machineries, hospitals, schools, etc is 
easy to understand. But it is difficult for an external observer to see and 
understand the process in which a group of people interact in their shared norms 
and understanding. Although the outcome of social capital is easy to understand 
and measure, the process themselves are difficult to understand. Third, it is hard 
to construct social capital through external interventions: For example, donors’ 
funding can be useful in building physical capital like roads, infrastructure, etc. 

But it is difficult for the donors to build social capital unless they have 
sufficient local knowledge; fourth, government institutions can facilitate or 
destroy social capital through their development efforts: Say, a local organisation 
has undertaken an irrigation scheme and set the rules of water sharing themselves 
through their repeated experiences of negotiation and bargaining. Now, a 
government project which wants to facilitate the scheme may be 
counterproductive if the authority imposes their top-down design without giving 
sufficient space to the community’s institution of solving their own disputes. 

Social capital provides several positive externalities – it promotes cooperation 
and solves the collective action problems thus creating economies of scale; it 
reduces transactions costs (such as time and money involved in the monitoring 
and enforcement of contracts, costs of free-riding and moral hazard in the 
common-pool resources and public goods, reduce the risk of cheating and fraud, 
etc.); and it provides learning spill-overs like the benefits from teamwork, peer 
learning, accessing new technology in the network of business and 
entrepreneurships, etc. [4], [14], [21], [22]. In addition, social capital is a 
resource for resilience [40]. Nevertheless, in order to improve the resilience of a 
society, it is important for organizations to make the connection between 
flexibility and organizational competitiveness, as well as invest in resilience [41]. 

A particular characteristic of social capital is that its returns are not obvious. 
This is because social capital provides some negative externalities also. A 

strong sense of in-group solidarity may cause hostility to members outside of the 
group. Thus, shared norms may lead to cooperation within the group members 
but it may cause non-corporation outside of the groups. This is often found in 
traditional societies like kinship networks, tribal associations, religious sects, etc. 

Fukuyama [22] has described this as the ‘narrow radius of trust’. It may cause 
inertia and inhibit the flow of information outside of the group [23]. 
 
TRUST AND ECONOMIC DEVELOPMENT 
 

Trust constitutes an essential element of social capital [24]. But what is trust? 
According to Humphrey and Schmitz [25], trust is about the expectation of an 

economic agent’s opportunistic behaviour – i.e., the belief that the agent will not 



© Filodiritto Editore – Proceedings 

56 

behave opportunistically. It involves ‘risks and ‘vulnerability’ on the part of the 
agent who trusts. Therefore, to trust is to accept the risks involved with the 
actor’s opportunistic behaviour. From an economic viewpoint, trust is rational if 
the expected gain from trust is higher than the expected loss from distrust. In this 
sense, trust is not a blind faith. An agent can deal with the risk of a transaction 
through ‘sanction’ and ‘trust’. While trust facilitates the transactions, sanctions 
can reduce the risk involved with the transaction [25]. 

There are two types of trust that are commonly discussed in the literature – (a) 
thick trust (particularised trust) operates within the networks of primary 
relations, such as family, ethnicity, religious groups, etc. It reflects strong ties 
and in-group solidarity and it is the basis of bonding social capital; (b) thin trust 
(interpersonal or generalised trust) operates within secondary relations, such as 
among the members of voluntary associations or in larger communities or in the 
everyday interactions with strangers. It is the basis of bridging social capital. 

Another type of trust that is also discussed is the systemic (institutional or 
political) trust – i.e., trust in the parliament, legal system, bureaucracy, police, 
political parties, etc [21], [26], [27]. 

Strong norms of reciprocity can solve the dilemma of collective actions. In a 
small and personalized society (like a remote village in Bangladesh), strong 
norms of ostracism or the existence of a dense network can minimize the risk of 
default by providing information about a member’s history of reputation. In a 
more complex and impersonal society (like Mexico City), such problem can be 
minimized through nurturing a culture of reciprocity. In a context of uncertainty 
and lack of information, many potential gains are not realized due to lack of 
mutual trust and confidence. In classic prisoner’s dilemma, the actors do not co-
operate because of the uncertainty about the action of his rivalry. Yet, they could 
both be better off from their mutual cooperation [4]. Effective social norms, 
sanctions, and rewards can lead to cooperative behaviour as people restrain their 
self-interested behaviour for the sake of common interests. It can reduce crime; 
provide safety and security, etc. [28]. 

Cooperation is a key to successes in large organizations where people don’t 
interact frequently. If there is better trust among the managers and workers of a 
factory, it will have positive impacts on its performance. Delivery of public 
goods and services require trust between bureaucrats and citizens [4], [5]. In a 
top-down managerial set-up, many important decisions cannot be implemented 
timely due to centralized decision making. In such cases, coordination based on 
informal norms may reduce inefficiency [22]. 

If citizens have more trust and confidence on the government or institutions, 
they may be inclined to obey the law voluntarily. They may be disposed to pay 
taxes, less likely to avoid fare in public transports, etc. In low trust societies, 
people’s antipathy and the absence of cooperation results in certain costs –
litigation, negotiation, legal procedures, security and protection, etc. The costs 
act like a tax on other economic activities which the high trust societies don’t 
need to pay [3]. A general decline in the social trust may cause less support for 
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democracy and lead to political unrests, extremist movements, terrorism, etc. 
[27]. 
 
CIVIC ENGAGEMENT AND ECONOMIC DEVELOPMENT 
 

Civic culture has long been considered as an important determinant of 
Development. Max Weber’s thesis suggested that the Protestant culture had been 
the driving force of the Capitalist development in the Northern Europe [29]. In 
recent times, an emerging body literature has been trying to empirically assess 
the link between culture and economic growth [4], [12], [30], [31], [32], [33], 
[34]. Fukuyama [3] argues that the historical success in the industrialization of 
Japan and USA should be better understood in their culture rather than the 
commonly held debate on industrial policy. According to him, although these 
two societies are commonly belied to be different, they have some similarities –
i.e., both these societies have a historical track record of dense associations. 

These voluntary groups in these societies had created high levels of general 
trust in their early stage of industrialization and were the key to success in 
creating and managing large scale and professionally managed corporations [3]. 

According to Swank [34], there are three ways how civic culture influences 
economic growth – (a) it can provide a stable democracy thus having positive 
impacts on growth; (b) it can create social and economic institutions conducive 
to cooperative economies which is favourable for growth; and (c) it may create a 
rent-seekers’ cartel through their associational engagement, which may retard 
growth. According to Grana to et al., [33], some cultures promote motivation for 
achievement by encouraging thrift and determination, which are favourable for 
investment and economic growth. In contrast, some cultures promote traditional 
norms like religious faith and obedience to traditional authority thus discouraging 
achievement motivation and growth. 

Organisations like neighbourhood associations, sports club, cultural 
associations, cooperatives, etc constitute horizontal networks of civic 
engagement. The denser networks of such organisations provide several benefits 
– (a) as they provide more interactions and interconnections among the members, 
they reduce opportunism for individual benefits; (b) they implant certain 
behavioural norms, reciprocity, and mutual expectations; (c) as they provide 
better interpersonal communication, it is easy to get information about the 
trustworthiness of a fellow member; and (d) past history of successful 
cooperation leads to cooperation in future [4]. Unlike horizontal networks, 
vertical networks breed opportunism and dependence rather than mutual trust and 
reciprocity. While increased memberships in horizontal network would have 
positive effects on governance, increased memberships in vertically network 
organisation (say the Mafia) would have negative effects [4]. 
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OPERATIONALISING SOCIAL CAPITAL 
 
Measuring Trust 

Most of the empirical literature on social capital has used the World Values 
Survey (WVS) data to measure trust 
(http://www.worldvaluessurvey.org/wvs.jsp). They commonly use the WVS data 
of generalized trust as an indicator of social trust. The question that is typically 
used to measure trust is ‘generally speaking, would you say that most people can 
be trusted, or that you can’t be too careful in dealing with people?’ Thus, the 
percentage of people who have responded ‘yes’ is taken as the proxy for 
measuring trust at the country level. 

However, there are serious criticisms of measuring generalized trust by using 
this indicator. Because, this single indicator cannot internalize the context within 
which the respondent answers. Trust is a multidimensional complex 
phenomenon, and is therefore linked with the underlying social, economic, and 
political contexts. Therefore, the WVS question that ‘if most people can be 
trusted?’ – can convey different implications and meanings to respondents living 
in different socioeconomic contexts. The sole reliance on the perception of the 
individual on a single indicator without contextualizing the circumstance thus 
cannot provide a good measure of trust [21]. Moreover, when respondents are 
asked ‘can most people be trusted’, their response depends on whom they mean 
by ‘most people’ i.e., whether they mean their friends and family members or 
strangers. In low trust societies, people are more likely to interact with their 
friends and families, whereas in the high trust societies, they are expected to 
interact more with the strangers [6]. Thus, the answer depends very much on the 
particular contexts in consideration as well as the respondent’s memory about the 
most people they experienced with. All these may lead to different bias and 
errors in simple generalization. 

Another problem associated with the using of WVS data is due to high 
frequency of missing observations. There are only a very limited number of 
countries for which data on all the waves have been collected. The number of 
countries for which the WVS data is available in different waves constitutes 60 in 
W-6, 58 in W-5, 41 in W-4, 57 in W-3, 18 in W-2 and 10 in W-13. Therefore, 
conducting panel analysis based on the WVS data is not very attractive due to 
very limited number of observations. 
 
Measuring Civic Engagement 

In his seminal work, Putnam [4] identified four elements that constitute the idea 
of ‘civic-nesses’ of a community. While assessing the impact of civic engagement on 
institutional performance in Italy, he used a composite index comprised of these four 
indicators – (a). Vibrancy of associational life (e.g., numbers of sports club, cultural 
society, cooperatives, etc. adjusted for population); (b). Newspaper readership and 
access to mass media; (c). Participation in political life (turnout in elections, 
referenda, etc); and (d). Incidence of preference voting (as a proxy of patron-
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client relationship). However, associations and clubs in modern life do not 
necessarily produce high levels of impersonal trust because such organisations 
are sometimes formal, bureaucratic, and vertical in nature rather than informal, 
democratic, and horizontal. Newton [24] emphasized the role of an abstract trust 
in the modern society to engender civic norms and social capital, which is neither 
produced in the primary relations of communal society nor in the secondary 
relations of voluntary associations. He argued that the institutions of ‘education’ 
and ‘mass media’ are the two most important sources that produce abstract trust, 
and therefore, are important for generating impersonal trust and social capital. 
 
Identification and Endogeneity Issues 

Identifying credible estimates of the impacts of social capital involves a 
number of challenges: 

First, unlike physical capital, social capital is an intangible object. 
Quantifying and measuring intangible objects like trusts, norms, personal 

relations, etc. is not easy. Even when they can be measured through some 
quantifiable indicators, it is difficult to measure them through one or two single 
indicators. Usually, social capital variables constitute multidimensional social 
phenomenon and therefore need compilation of many indicators rather than one 
or two indicators to measure them [35]. 

Second, unlike physical capital, the changes in social capital are not rapid. 
Usually trusts, norms, etc., are a society’s given endowment of resources 

which remain relatively stable and take relatively longer times to change [14], 
[36]. Therefore, the less variability of the social capital over time makes the 
panel regression less attractive. Perhaps, this is one reason why social capital 
literatures are mostly focused on cross country regression rather than panel 
studies. Another reason is related with the less availability of time series data on 
social capital across countries. 

Third, social capital variables (like trust and civic values) are subject to 
continuous slow changes through changes in institutions, governance, 
industrialization, economic development, etc. Social capital and institutions are 
mutually reinforcing [37], and therefore, are subject to many possible 
endogeneities. For example, trust can be built through democratic political 
institution [38]. People behave in a more trustworthy way where the institutions 
function well – we see less fraud, cheating, or deception where the law enforcing 
agencies and the judicial system is better. Thus, it is necessary to separate the 
exogenous effects of institutions on economic development. A society’s cultural 
values may affect its economic development [33]; but the economic development 
itself, in turn, may affect its cultural values, attitudes, trust, tolerance, etc. [32]. 

Therefore, removing endogeneities is a critical concern while estimating the 
social capital effects on economic development [39]. 
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SOCIAL CAPITAL AND ECONOMIC DEVELOPMENT: FINDINGS 
FROM EMPIRICAL LITERATURE 
 

Perhaps the seminal work by Knack and Keefer [6] was the first in its genre to 
empirically assess the impacts of social capital on economic growth. The authors 
conducted a cross-sectional study on 29 market economies by using WVS data of 
the first two waves. They used three variables to measure social capital – WVS 
indicator of generalised trust; a composite measure of civic norms; and 
memberships in groups and associations. They measured growth of per capita 
income of the 29 economies during 1980-1992, after controlling for the primary 
and secondary enrolment, initial per capita income, and the price level of the 
investment goods of these countries. They assessed the impacts by using OLS 
and 2SLS methods. They found that trust and civic norms has strong positive 
effects on economic growth, which works directly through influencing the 
accumulation of physical and human capital. However, they did not find 
significant impact of groups and associations on growth. They claimed that trust 
influences growth indirectly through improving the property and contractual 
rights and raising bureaucratic efficiency and government performance. They 
argued that the relative influence of trust on growth is higher in poorer countries 
given their less developed financial structure; less secure property rights, etc. 

Zak and Knack [7] extended the earlier analysis of Knack and Keefer [6] by 
adding 12 more countries in their sample. While the earlier sample of Knack and 
Keefer was mostly dominated by the OECD countries, Zak and Knack added 9 
developing countries. Using a similar methodology, they found strong and 
significant positive impact of trust on investment and growth. 

However, Durlauf [15] argued that these studies are plagued by conceptual 
and definitional ambiguities and various identification problems. Durlauf and 
Fafchamps [16] criticised Putnam’s hypothesis by pointing to the high US 
economic growth in the 1990s despite its declining social capital. 

Beugelsdijk et al., [9] conducted a robustness analysis of the results found in 
Knack and Keefer [6] and Zak and Knack [7]. They found that the results in Zak 
and Knack are ‘highly robust’ in terms of statistical significance and ‘reasonably 
robust’ in terms of effect size. They concluded that the robustness increases with 
the inclusion of countries in the sample which have low trust scores. Overall, 
they suggested that trust matters for economic growth. 

Berggren et al., [18] conducted another robustness analysis of the trust-
growth relationship found in Zak and Knack [7] and Beugelsdijk [9]. While these 
two studies used data for the 1970-92 time periods, Berggren et al., conducted 
their analysis for both 1970-92 and 1990-2000 periods to see if these earlier 
studies suffered from time effects. For 1970-92, they used the same sample of 41 
countries used in these earlier studies, while they used a large sample of 61 
countries for the 1990-2000 period by using data of the fourth wave of the WVS 
and the Latinobarometer. Although their basic OLS regressions suggested similar 
results as of Zak and Knack [7] and Beugelsdijk et al., [9], the results become no 
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more robust and the magnitude of the coefficients almost halve after they remove 
outliers. 

Another study by Dearmon and Grier [10] found results similar to Knack and 
Keefer [6]. Although they used WVS panel data (1981-2004), they were 
restricted to using pooled cross-sectional analysis and could not employ fixed 
effects model due to missing observations. They used an unbalanced panel of 51 
countries. They found that trust has strong significant positive impacts on 
economic growth and their results were robust in different specifications. By 
interacting trust with education and investment, they found that the coefficient of 
the interaction term increases. Thus, they validated the earlier claim made by 
Knack and Keefer [6] that trust increases the efficiency of investment in physical 
and human capital. 

Roth [26] found a negative association between trust and growth in panel 
fixed and random effects analysis. He used data from the World Values Survey, 
European Values Study Groups, and Eurobarometer 25. He constructed an 
unbalanced panel of 41 countries from 1980 to 2004. He suggested that the 
negative effect of trust on growth accrue mainly from the results in developed 
countries. The empirical work of Roth [26] implies an inverted U-curve 
suggesting a positive effect of trust on growth in countries with low levels of 
trust and a negative effect in countries with high levels of trust. 

Paxton [37] examined the link between social capital and democracy by using 
cross-lagged panel design models. She used 3 determinants of social capital – 
WVS data of 46 countries on (i) generalised trust and (ii) number of 
associations; and (iii) the Union of International Associations (UIA) data on the 
number of INGOs (international non-governmental organisations) in 101 
countries. She found that social capital affects democracy, and democracy affects 
social capital. She also found that associations having external connections (i.e., 
connections with professional, environmental, human rights associations) show 
strong positive effects on democracy. She also noticed that isolated associations 
(like trade unions, religious associations) have strong negative effects on 
democracy. 

Tabellini [12] conducted a study in 69 regions of 8 European countries to 
measure the exogenous effect of culture in economic development. The author 
used 4 indicators of Culture from the WVS data, such as the indicators of 
generalized trust; tolerance and respect for others; individual self-confidence and 
control; and obedience that children should be encouraged to learn. The first 
three of these cultural traits are assumed to promote economic development 
while the last one would hurt it. The author used the following two variables to 
measure economic development – the average of the per capita value added 
(GVA) in international prices during 1995-2000; and the average yearly growth 
of the per capita GVA during 1997-2000. He used two historical variables as 
instruments of the current differences in the cultural traits across the European 
regions – literacy rate around 1880 to capture the historical difference in 
education; and an aggregate measure of historically defined ‘constraint on the 
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executive’ to capture difference in political institution. After controlling for the 
differences in current education, urbanization in 1850 and the country fixed 
effects the author found significant impact of the exogenous variation in the 
culture in explaining the variation in the current economic development across 
the European regions. 

While Tabellini [12] used the historical literacy rate and historical political 
institution as instruments of contemporaneous trust, Algan and Cahuc [13] 
claimed that the use of such time-invariant instruments may not be suitable to 
exploit variation in cross-country regressions. They claimed that although these 
variables can exploit variation in country-fixed effects, they cannot control for 
variation in regional fixed effects (such as the effect of geography of the region). 

They employed an alternative method of estimating the causal effect of trust 
on growth by exploiting the time variation in trust. They used the trust inherited 
by different generations of Americans from their ancestors who had immigrated 
to America at different times from different countries as a measure of the time-
variation of trust in the country of origin. Then they used the inherited 
component of trust and its variation over time to measure the causal effect of 
trust on economic growth in 24 countries over the period of 1935-2000. They 
found that the ‘inherited trust’ was significantly associated with the variation in 
economic performance of these countries, after accounting for country fixed 
effects, past economic development and changes in the political institution. 
 
CONCLUSION 
 

During the last few decades, there has been a growing body of literature 
which has been suggesting the positive role of social capital in economic 
development. While the role of social capital is widely acknowledged, many 
aspects concerning its operationalization are still evolving. The acclaimed role of 
social capital in economic development, as suggested in the empirical literature, 
has sometimes led to criticism and controversy. This paper reviews the 
theoretical issues, operational aspects and empirical findings of the role of social 
capital in shaping economic development. The theoretical issues on social capital 
can be summarised as follows: 

First, social capital reduces transactions costs such as the time and money 
involved in the monitoring and enforcement of contracts, the costs of free-riding 
and moral hazard in the common-pool resources and public goods, etc. In low 
trust societies, the absence of cooperation results in certain costs which the high 
trust societies don’t need to pay. 

Second, Organisations like neighbourhood associations, sports club, cultural 
associations, cooperatives, etc constitute horizontal networks of civic 
engagement. The denser networks of such organisations help citizens to co-
operate each other for their mutual benefits. These organisations provide more 
interactions and interconnections among the members thus reduce opportunism 
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for individual benefits. They implant certain behavioural norms, reciprocity, and 
mutual expectations. 

Third, the returns to social capital are not obvious because it sometimes 
provides negative externalities. While shared norms may lead to cooperation 
within group members, it may cause non-corporation outside of the groups. It 
may cause inertia and inhibit the flow of information outside of the group. Unlike 
horizontal networks, vertical networks breed opportunism rather than mutual 
trust (for example, patron-client relationships). The empirical findings on the role 
of social capital in development can be summarised as follows: 

First, most of the empirical literature on the relationship between social 
capital and growth has applied cross-country regressions. Application of panel 
data in social capital literature is very scarce. Majority of the studies have used 
the WVS data of generalized trust to measure social capital. These studies have 
mostly highlighted the positive and significant impacts of trust on economic 
growth. The general postulate of these studies is that trust increases economic 
growth by increasing the efficiency of physical and human capital. 

Second, some authors have questioned the validity and robustness of the 
findings of studies which have highlighted the strong and significant effects of 
trust on growth. They have argued that these literatures are plagued by 
conceptual and definitional ambiguities and various identification problems of 
the effects of social capital. There is also empirical evidence of negative 
association or inverted U-shaped relationship between trust and growth. 

Finally, this paper forwards some policy implications and suggestions: 
First, while most of the literature has used the WVS data of generalized trust 

to measure social capital, there are several reasons why the excessive reliance on 
this single indicator does not give a good measure of social capital. The use of 
the WVS data is not suitable for conducting panel analysis due to high number of 
missing observations. It is required to credibly establish the exogenous effects of 
social capital by finding appropriate instruments in panel regressions. 

Second, empirical investigation on the effect of trust and social capital should 
focus more on micro evidences rather than relying heavily on cross-country 
macro analyses where it is difficult to disentangle trust from a myriad of 
institutional factors. There is need for coherent theoretical understanding about 
the social capital effect at macro levels, which would take into account its 
negative externalities also. There is also need for contextualizing trust, gathering 
and compiling time series data on social capital, and designing appropriate 
methodologies for operationalizing trust at macro levels. 

Third, there is considerable lack of data on social capital which acts as a 
major constraint to conduct scientific empirical studies at macro levels. Objective 
analyses of the multidimensional impacts of social capital require the collection 
and accumulation of data through regular surveys at country, regional, and global 
levels. Although there have been some periodic surveys, there is lack of harmony 
with regards to the definitions, methods, timing, etc associated with these data. 
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Therefore, the national and international research organizations and networks 
have their roles to meet up this deficit. 
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ABSTRACT 
 
Human lives and all forms of business are completely disrupted by the COVID-
19 pandemic caused by the SARS-CoV-2 virus. Unfortunately, the responses of 
governments across the planet have not been synchronized and uniformly 
implemented globally. The sum of the individual actions was not sufficient for a 
valid answer. The harmful effects of the virus on public health have very quickly 
spread to economies around the world with a multiplier effect. Governments 
around the world have been trying to find a valid way to reduce the negative 
effects of the crisis in hope that they will be able to minimize the decline in 
economic parameters. After more than a year since the virus was isolated, in this 
paper we have made an analytical point of view of how certain surrounding 
countries acted in order to respond to the crisis that has arisen. We also 
analysed how Serbia acted in order to reduce the economic consequences caused 
by the pandemic. Also, we performed an analysis of the satisfaction of economic 
entities with the response of Republic Serbia to the crisis caused by the COVID-
19 disease. 
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INTRODUCTION 
 

The COVID-19 pandemic caused by the SARS-CoV-2 virus has completely 
disrupted the lives of all of us, both, people individually and companies and 
communities around the world. Now, one year is behind us, which gives us a 
digression enough to look synthetically at how we acted and whether we could 
have responded differently to the challenge, both as individuals and as 
organizations [14]. 

How much we were not aware, and therefore not ready for all the misfortunes 
brought by COVID-19, is best illustrated by the World Economic Forum in 
Davos at the end of January 2020, when the virus was already present in China, 
and only few days later was officially registered in Italy. At the Forum, leading 
business professionals, politicians, intellectuals and journalists discussed then, in 
the opinion of organizers, the most current world problems such as: “How to 
save planet”, “Society and the future of work”, “Technology for welfare”, “Fair 
economy”, “and Health Future” and “More than Geopolitics”. There were no 
official comments or conclusions about the problems that COVID-19 will bring. 

However, few days after the end of the Forum, the virus has spread 
dramatically and disrupted communities and businesses around the planet. 

Unfortunately, the responses to the crisis were not synchronized and 
implemented at the global level. The sum of the individual actions was not 
sufficient for a valid answer. The harmful effects of the virus on public health 
have very quickly spread to economies around the world with a multiplier effect. 

Governments around the world have been trying to find a valid way to reduce 
the negative effects of the crisis in hope that they will be able to minimize the 
decline in economic parameters. In the fight for economic survival, some 
countries had a better starting point and more opportunities to react, while some 
already had numerous problems in the macroeconomic plan even before 
pandemic caused by SARS-CoV-2 virus. 

We have analytically looked at the actions of certain countries in our 
environment. 
 
HUNGARY 
 

The first cases of COVID-19 in Hungary were registered in early March 
2020. The country’s economy has been hit hard. In order to slow down the 
spread of the virus, on March 11th, 2020, the government declared a state of 
emergency, restricted travel and implemented various restrictive measures. All 
outside movements were suspended, except for the supply of basic stuffs for 
living. Slight relief of measures started at the beginning of May, and the state of 
emergency was lifted in June 2020. 

Numerous restrictions (closure of hotels, restaurants, limited opening hours of 
shops, etc.) has gave the results, so the number of cases has decreased 
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significantly by the end of the month. The new, third wave, was recorded in 
February 2021. The state of emergency was lifted in May 22nd, 2021. 

Vaccination, as the only way to save the population and the economy, is taken 
very seriously. Hungary was the first country from the European Union to 
approve vaccines that were not registered in the EU. 
 
Economic measures 
 

When it comes to fiscal measures, immediately after the introduction of the 
state of emergency, measures were taken to reduce the fiscal burden on 
companies. In the segment of revenues that flow into the budget, the following 
measures have been taken [6]: 

- In the sectors most affected by the COVID-19 crisis, the employer’s 
social contributions have been abolished; 

- By June 30th, 2020, health care contributions were reduced; 
- About 80,000 small and medium enterprises were exempted from small 

business taxes (this measure mainly referred to the service sector); 
- For large companies in the affected sectors, the payment of taxes was 

postponed until the end of the state of emergency; 
- Contributions to tourism development have been temporarily cancelled; 
- Facilitations have been introduced for the media services sector due to 

lack of advertising revenue; 
- All procedures for collection of arrears of taxes from previous periods 

were suspended during the state of emergency. 
 

In September 2020, tax reliefs were introduced for families and travel 
companies, which are still in force. In December 2020, incentives for tourism, 
arts and entertainment industry (in terms of wage subsides and payroll tax 
exemptions) were introduced and were in force until the end of March 2021. In 
April 2020, two funds were established: 

- Anti-Epidemic Protection Fund; 
- Economy Protection Fund. 

 
The main goals of the funds are to subsidize the salaries of companies for 

employees who worked part-time. To encourage the creation of new jobs by 
financing investments (about 450 billion forints was invested by June 2021, 
which is about 1.298 billion euros), support to the sectors whose business had the 
most negative consequences caused by the pandemic (health, tourism, 
agriculture, construction, transport, film and entertainment industry), enabling 
Hungarian companies to use subsidizes and guaranteed loans, payment of 
additional pensions every February during 2021-2024. 

The Hungarian government has also introduced support measures for exports. 
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From April 16th, 2020, through the State bank EXIM, which was established 
to encourage exports, export companies are allowed to use [3]: 

- 800,000 EUR grant for investments of export companies; 
- Preferential working capital loans; 
- A new guarantee and insurance scheme. 

 
As of April 23rd, 2020, the state-owned development bank MFB has provided 

a package of support instruments to companies worth a total of 1.490 billion 
Hungarian forints (about 4.3 billion euros) [5]. 

In order to enable banks to support the economy by lending, the government 
announced in May 2020 that it will buy up to 150 billion forints (0.43 billion 
euros, or about 0.3% of GDP) of bonds issued by banks. In addition, the 
Government made a decision in accordance with which it subsidizes salaries for 
new employees, provided that the company keeps the employees for at least nine 
months. From June 2020, interest-free loans for investments and liquidity 
financing are available to small and medium enterprises. The maximum amount 
to SMEs for investments is HUF 150 million, and liquidity financing loans are 
limited to HUF 300 million. 
 
ROMANIA 
 

The first cases of COVID-19 were reported on February 26th, 2020. The 
government implemented a number of measures to prevent the spread of 
coronavirus and provide support to people and businesses. These include 
declaring a national state of emergency, intensified testing, and a social distance 
that meant closing schools and all other entertainment facilities, and many other 
measures. Among EU countries, Romania recorded a relatively lower overall rate 
of economic decline of only 3,9% in 2020. This has been reflecting in the 
reducing of lockout restrictions, including the recovery of the EU’s trading 
partners, and the growth has continued to be supported by COVID-19 measures 
and the backlog effects of the construction sector stimulus in 2019. 

The state of emergency period that began on May 15th, 2020 has been 
extended to May 14th, 2021 with period of greater or lesser restrictions. In early 
May, thanks to a drop in the number of new infections and a vaccination program 
that was implemented, restrictions begun to reduce for areas with an infection 
rate below 3 cases per 1000 inhabitants. The restaurants have reopened with 
limited capacity. 
 
Economic measures 
 

Key measures introduced so far in terms of taxes and consumption were more 
than 3% of GDP and include [6]. 

- additional funds for the healthcare system; 
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- covering partially the wages of parents staying home for the period the 
schools are closed; 

- measures to support businesses including covering in part the wages of 
self-employed and workers in danger of being laid off, partially 
subsidizing the wages of those returning to work, deferral of utilities 
payments for SMEs; 

- bonus for corporate income tax payments; 
- grants for the businesses. 

 
In addition, the government has rescheduled the payment of certain taxes for 

companies affected by the crisis. Other measures include faster reimbursement of 
VAT, suspending foreclosures on overdue debtors, suspending tax authorities’ 
control, discounts for paying corporate income taxes, postponement of property 
tax by three months, exempting the hospitality industry from the specific tax for 
90 days, changes in the insolvency legislation [8]. Although not directly related 
to COVID-19 part of the new pension low increase was implemented in 
September 2020, raising pension spending by an average of 14%. The 
government has included in the budget for 2021, such as the possibility of 
rescheduling tax payments. It also further raised the cumulative envelope of 
government guarantees for loans to total around 4% of GDP. 

In addition, the government has passed a low that will allow banks to defer 
loan repayments for households and businesses affected by COVID-19 for up to 
nine months-applicable until March 2021. The European Central Bank has set up 
a euro repo line with Romania’s central bank worth a maximum of €4.5 billion 
($5.1 billion). It was initially agreed that the repo line would remain in place 
until end 2020, but was extended until March 2022 [11]. 
 
CROATIA 
 

COVID-19 has significantly affected the Croatian economy, given its 
dependence on tourism and Italy’s largest trading partner. Restrictions began 
early and gradually tightened, from border controls to the closure of schools, 
universities, and markets and long-distance travel. 

On April 23rd, the government announced a slight relief of measures in three 
phases, but which were subjected to testing after each phase. 

From 1st July, all EU/EEA nationals and individuals residing in the EU/EEA 
were free to enter Croatia, without restrictions, while all other foreign nationals 
were able to enter Croatia for business, tourist and other urgent personal reasons, 
if had adequate evidence. Mandatory self-isolation was abolished, and 
individuals would receive a brochure with recommendations and instructions 
from the Croatian Institute of Public Health upon entering the country, which 
they had to follow in the following days. 

However, due to the increase in the number of infected, the Government 
introduced and returned some of the existing restrictions from July 1st, and during 
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October and November, those restrictions were tightened and then there was a 
total closure, which was extended until January 10th, 2021. 

Vaccination against COVID-19 began on December 27th, and the restrictions 
were in force until March 15th, 2021, and included a limited number of people 
gathering, restrictions at border crossings and special working conditions in 
shops and public transport. 
 
Economic measures 
 

Key measures to support fiscal policy included [6]. 
- Postponement of public obligations, without interest, for three months; 
- Temporary suspension of payment of certain parafiscal charges; 
- Interest-free loans to local governments, the Croatian Health Insurance 

Institute and the Croatian Pension Insurance Institute to cover deferred 
payments; 

- Subsidizing net minimum wages for three months in order to preserve 
jobs, which could be extended for another three months; 

- Early tax refund for individuals. 
 

The measures designed to help the economic sectors hit by the coronavirus 
crisis, including those designed to keep jobs and ensure liquidity and COVID-19 
loans, were extended until the end of the year. For all sectors, the government 
will co-finance a shorter working week with a maximum HRK 2,000 per worker 
plus contributions, as well as provide assistance to micro businesses until end of 
December, also in the amount of HRK 2,000 per worker, if the employer has 
suffered a drop in turnover of more than 50%. For activities that are particularly 
at risk (transport of passengers, hospitality, travel agencies and recreation-related 
businesses, as well as cultural, business and sports events), support is provided in 
the amount of HRK 4,000 per employee until end of December, if their drop in 
turnover exceeds 60%. 

Since the end of November, the state has financed the costs of entrepreneurs 
whose work was suspended by a decision of the Civil Protection Headquarters. 

Overhead costs are reimbursed to entrepreneurs with a drop in income of at 
least 60% compared to the same month last year or compared to the previous 
month of the same year, if the entrepreneur started working in 2020. 

Entrepreneurs with a 40-60% drop in income are also entitled to support 
under the existing business scheme [10]. 

At the end of February 2021, retention grants were extended for another 
month. Existing active labour market measures have been expanded, such as 
skills training programs for the currently unemployed to work in industries where 
there is a labour shortage. 

A three-month moratorium on liabilities to banks has been introduced. The 
bank may not apply enforcement measures during that period. The Croatian 
Banking Association has agreed to postpone the repayment of loans to the 
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tourism sector until the end of June 2021. Depending on the client’s capabilities 
and needs, regular interest may be paid during the moratorium according to the 
existing schedule, or the loan maturity may be extended to adjust the monthly 
loan instalments to the client’s capabilities and cash inflows. 

The Croatian Bank for Reconstruction and Development (HBOR) has issued a 
moratorium on debt servicing for three months, it can provide loans for liquidity, 
export guarantees and restructuring obligations. The European Commission has 
approved several subsidized loan programs. On October 1, the European 
Investment Bank (EIB) and HBOR agreed on a financial package that could 
provide up to EUR 200 million in loans for faster recovery of Croatian SMEs 
[10]. 

In January 2021, the European Commission approved a Croatian state aid 
program for companies in the field of tourism and sports in the amount of 1.53 
billion Kuna, which will be implemented in cooperation with the Croatian 
Ministry of Tourism and Sports, Croatian Bank for Reconstruction and 
Development, Croatian Agency for small and medium enterprises, innovation 
and investment and a commercial bank. 
 
SERBIA 
 

The first confirmed case of COVID-19 in Serbia was reported on March 6th, 
2020. On March 15th, a state of emergency was declared, which included several 
measures to combat the epidemic, such as closing the borders, banning the 
movement of citizens from 5 pm to 5 am, banning movement on weekends, as 
well as an absolute ban on the movement of people over 70. Public transport and 
all activities in public areas have been suspended; kindergartens, schools and 
faculties have been closed. All bars and delivery centres were closed, except for 
grocery stores, pharmacies and the post office. The complete closure lasted until 
April 21st, when the measures were slightly relief. 

However, at the end of June, a new wave of infection occurred, so that from 
July 1st, new protection measures were announced, such as the use of a protective 
mask indoors, limiting the number of people at gatherings, banning sports and 
entertainment events, limited working hours of restaurants, bars, closing of 
swimming pools and spa centres. From August 2020 to July 2021, the measures 
were repeatedly mitigated and tightened. 

As a result of all developments in 2020, GDP decreased by 1% [13]. 
During the mentioned turbulent oscillations of tightening and easing of 

measures, the Government of Serbia has been trying all the time to find the best 
possible answer to the crisis caused by the pandemic. 

The first package of fiscal measures was approved in April 2020 (“Sl. glasnik 
RS”, br. 54/2020 i 60/2020). The total amount of aid was about 390 billion dinars 
(about 3.3 billion euros, which is about 7% of GDP), and included (International 
Monetary Fund, 2021): 

- Increase of salaries by 10% in the public health sector (13 billion dinars); 
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- Increase in health spending (about 60 billion dinars); 
- One-time payment to all pensioners (about 7 billion dinars); 
- One-time payment to each citizen older than 18 in the amount of 100 

euros in dinars (about 71 billion dinars); 
- Wage subsidies for all employees in SMEs and entrepreneurs during 

three months (93 billion dinars); 
- Payment of 50% of the net minimum wage for three months for 

employees of large companies in the private sector (RSD 4 billion); 
 

At the same time, the banks provided for a three-month moratorium on 
enforcement. Also, a moratorium on interest on tax debt after the reprogramming 
was provided and interest rates on tax debt were reduced by 10%. The state 
guarantee for bank loans to SMEs (240 billion dinars) was approved, as well as 
loans to SMEs from the Development Fund (24 billion dinars). 

In July 2020, a second package of measures worth 66 billion dinars were 
approved, which included subsidies for salaries of employees in SMEs for the 
next two months (36 billion dinars) and a delay in the payment of payroll taxes 
and social security contributions for all private companies for a month. (30 
billion dinars) [16]. 

In August, a one-time fiscal support was announced to help hotels in cities 
with a fixed subsidy per room and per bed, which was supposed to be about 0.02 
percent of GDP [9]. 

In November, public health workers were paid 10,000 dinars per employee 
(1.55 billion dinars, or about 13 million euros), which is also estimated at about 
0.02 percent of GDP [8]. 

In February 2021, a new aid package worth 249.4 billion dinars was adopted, 
which includes [2]. 

- Wage subsidies, including the payment of half of the minimum wage for 
all entrepreneurs and employees in SMEs and large enterprises for three 
months (69.8 billion dinars); 

- Additional payments for employees in tourism, catering and art (4.4 
billion dinars); 

- Cash payment for each resident over the age of 18 in dinar equivalent in 
the amount of 60 euros, in two instalments, 30 euros each in May and 
November (43.2 billion dinars); 

- One-time payment for all pensioners in dinar equivalent in the amount of 
50 euros (10 billion dinars); 

- One-time financial assistance for all unemployed in dinar equivalent in 
the amount of 60 euros (4.3 billion dinars); 

- Support to the transport sector and hotels in cities (3.9 billion dinars). 
 

Total expenditures amount to 2.3% of GDP, and include additional spending 
on health and increased public investment in infrastructure, environmental 
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protection and defense (2% of GDP). The existing bank loan scheme has been 
expanded to 500 million euros (1 per cent of GDP). Also, a new scheme for 
sensitive companies of 500 million euros has been established [6]. 

By May 2021, the Government has implemented three packages of assistance 
to the economy and citizens. The total support of the state is worth 953 billion 
dinars, or about 8 billion euros [2]. 
 
Familiarity and satisfaction of executives with the support provided by the 
Republic of Serbia 
 

By the scientific community, it can be heard both positive and negative 
criticisms of the measures implemented by the Government in order to protect 
the economy and citizens from the consequences caused by the COVID-19 
disease. Precisely because of the completely different attitudes of the scientific 
public, we wanted to find out the opinion of the executives themselves. We 
conducted the survey by sending a questionnaire to the email addresses of certain 
500 private companies that submitted regular annual reports for 2019 to the 
Business Registers Agency. We were interested in whether are they familiar with 
the package of measures to support companies in order to mitigate the economic 
consequences caused by the COVID-19 disease, as well as whether they think 
that the Republic of Serbia reacted well and protected entrepreneurship from the 
negative impact of the COVID-19 virus. Responses came from 150 private firms. 

The structure of the answer to the question whether executives are familiar 
with the package of measures to support companies in the Republic of Serbia in 
order to mitigate the economic consequences caused by the disease COVID-19 
can be seen from Chart 1. 
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Graph 1. Answers of executives to the question whether they are familiar with the 
package of measures to support companies in the Republic of Serbia in order to mitigate 
the economic consequences caused by the disease COVID-19. Source: Author’s research 
 

From the chart a bow it can be seen that 35% of respondents answered that 
they are fully acquainted with the measures of support to companies, and that 
31% are mostly familiar. We can conclude that 66% of the respondents are fully 
or mostly familiar with the Government’s measures. The remaining 34%, more 
than a third of the respondents, are acquainted to some extent, partially or not at 
all (7%). This information is surprising because the executives during the crisis 
caused by the pandemic were very interested in any kind of aid and that they 
should be well informed with all the aid provided by the Republic. Unless they 
think in advance that the Government has not made a good plan of assistance and 
that it will not significantly improve their economic position. 

Precisely because of the stated assumption, we asked executives if they think 
that the Republic of Serbia reacted well and protected entrepreneurship from the 
negative impact of the COVID-19 disease. 
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Graph 2. Answers of businessmen to the question whether they think that the Republic 
of Serbia reacted well and protected entrepreneurship from the negative impact of the 

disease COVID-19 
Source: Author’s research 

 
Of the total number of respondents, 15% fully believe, and 29% generally 

think that the Republic reacted well and protected entrepreneurship from the 
negative impact of COVID-19, which is a total of 44% of respondents. However, 
56%, more than half of the respondents, do not think that the Republic of Serbia 
reacted well and protected entrepreneurship from the negative impact of the 
COVID-19 disease. 

All the above research results show that most executives are not satisfied with 
the measures adopted by the Government in order to mitigate the economic 
consequences caused by the COVID-19 disease. 

Analysing all the measures that the Government has taken so far, we can 
conclude that they were mostly universal. Thus, they did not specifically refer to 
certain firms that were more exposed to the negative impact of COVID-19 
disease. To some extent, in the first months of the crisis, one can find 
understanding for such decisions, given that there was not enough data on the 
basis of which assistance would be targeted. However, when more than a year 
has passed since the beginning of the pandemic, we are of the opinion that the 
granting of equal aid was no longer justified. It is necessary to summarize the 
data in order to proper distribution of the funds. 
 
CONCLUSION 
 

Certainly, analysing all the measures taken by certain countries in the region 
and Serbia, we can conclude that there is no magic solution. But it is certainly not 
a solution in linear aid without recognizing the needs of businessmen, because 
COVID-19 brought different problems for different groups and individuals, in 
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the economic system. Some even saw the whole situation as an opportunity that 
they used well, so they certainly do not need the help of the Republic. 

From all the above, it can be concluded that it is necessary to summarize valid 
data, because without them it is not possible to make a good selection when 
distributing aid. On the other hand, in order to reduce the harmful impact of 
COVID-19 on the economy on a global level, the sum of individual actions will 
not give a satisfactory result. We are of the opinion that only international 
business coordination and global cooperation can possibly reduce all the harmful 
effects that COVID-19 has on the economy and life in general. 
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ABSTRACT 
 
The COVID-19 pandemic has resulted in the most significant global economic 
shift in recent history and experts indicate there is no end in sight [17], [5]. 
Central to any business is the employee. This paper investigates mental health 
issues experienced by workers primarily in the public sector resulting from 
COVID-19 including anxiety, depression, post-traumatic stress disorder (PTSD), 
disordered sleep, exhaustion, and burnout and their impact on businesses and the 
economy. In addition, this paper aims to identify the most effective interventions 
with the understanding that a faster response on multiple fronts to these 
developing issues will not only lessen their total negative impact on the 
individual [11], but also on the economy both during and after the pandemic. 
 
Keywords: COVID-19, pandemic, mental health, intervention, business, workers, employees, 
psychology, safety 
 
JEL classification: I1, M1, J83, M51 
 
INTRODUCTION 
 

This paper attempts to illustrate the need for implementing a multifaceted 
approach to mental health. The detrimental effects of mental health issues on the 
economy make it a problem that extends beyond the personal lives of those 
directly suffering. Just as the effects extend beyond personal bounds, so might 
the solution. 
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It is well known that individuals suffering from mental illness are less able to 
maintain employment, steadily pay their bills, and more reliant on social welfare 
programs. The collective effect of a growing population of mentally unwell 
individuals may have dire consequences to the wellbeing and sustainability of 
entire societies. The COVID-19 pandemic has increased the rates of mental 
illness and would theoretically compound any broader societal impacts. 

Many larger entities have acknowledged the extent of this issue and taken a 
proactive role in mitigating the impact of mental illness through community 
involvement, government health and wellness resources, and involvement of the 
workplace. 

The purpose of this study is to 1) verify to some degree the extent to which an 
entire society is negatively impacted by mental illness thereby establishing it as a 
collective issue 2) illustrate the extent to which the COVID-19 pandemic has 
impacted mental health with the assumption that any change observed is 
corollary to the impact on various sectors of society 3) identify and outline basic 
and effective strategies from previous crises and non-critical situations that may 
be incorporated into a private workplace to bolster the mental health and 
wellbeing of their workforce 4) reframe the needs of an individual with mental 
health issues as a collective issue with a collective solution. 

Understanding the extent to which mental health issues affect a society and 
the influence societal subsets have on an individual’s mental health will empower 
different facets of that society to take appropriate action to insure wellness of the 
individual, business, government, economy, and that society in general. To spend 
time and money on restructuring businesses to offer more to the individual or 
create and establish policies that address these problems requires substantial 
proof that those resources will have a return. 

The nature of this research aims to explore and describe the issues untreated 
or undertreated mental health issues have on businesses and the economy. This 
portion of the research is largely quantitative as statistics and figures more 
appropriately illustrate the economic impact of the identified problem. The 
second portion of the research explores, describes, and explains measures taken 
that have seen positive results when taking a collective approach to mental health 
issues. The nature of the subject requires a slightly more qualitative approach to 
data collection as human response will be the primary indicator of efficacy. 

Surveys had a larger role in contributing to initial statistical data establishing 
economic impact; however, data used in both portions of this research was 
primarily collected through case studies. 

Using basic software and general access to PubMed, Google Scholar, and Sci-
Hub any information pertaining to the impact of mental health on the economy 
was collected and extracted from. The same methods were employed for the 
collection of information regarding effective interventions and adaptations to the 
modern workplace. 

The research question for study is; What can businesses do to mitigate the 
effects of the pandemic's psychological impact on the workforce? This study is a 
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quantitative exploration of 1) the extent to which an entire society is negatively 
impacted by mental illness 2) the extent to which the COVID-19 pandemic has 
impacted mental health, a qualitative exploration of 3) basic and effective 
strategies for improving mental health from previous crises and non-critical 
situations and applied approach to 4) reframe the needs of an individual with 
mental health issues as a collective issue with a collective solution. 

It is the aim of this research to establish a reasonable and reliable proposition 
for a collective approach to mental health management. 

The theoretical framework of this research is that the common trends in data 
are, at least to some degree, due to similar elements across countries and cultures 
and defined in roughly the same ways throughout the research collected. 

The term mental health is defined as: “a state of well-being in which the 
individual realizes his or her own abilities, can cope with the normal stresses of 
life, can work productively and fruitfully, and is able to make a contribution to 
his or her community” [32]. 

The term absenteeism is defined as: “frequent or habitual absence from work, 
school, etc.” 

The term presenters are defined as: “the practice of coming to work despite 
illness, injury, anxiety, etc., often resulting in reduced productivity.” 

Personal Protective Equipment (PPE) is “equipment worn to minimize 
exposure to hazards that cause serious workplace injuries and illnesses.” [19]. 

Substance Use Disorder (SUD) refers to “the recurrent use of alcohol and/or 
drugs causes clinically significant impairment, including health problems, 
disability, and failure to meet major responsibilities at work, school, or home.” 
[31]. 

The study assumes that mental health issues during the COVID-19 pandemic 
may occur at different rates or degrees but have a parallel undercurrent of mental 
and emotional distress when compared to that of other large crises as well as 
general occurrences of mental illness. This research also assumes similar causal 
factors in mental health issues regardless of global situation including anxiety 
related to finance/health/future, habit disruption, large personal transitions, and 
isolation. 

The limitations of this study are: (a) data collected based on a number of 
methodologies and the lack of standardization may misrepresent some figures 
when compared; (b) there may be cultural or situational motives for under or 
over reporting impact of absenteeism/presenters, mental health issues, etc.; (c) 
lack of rigorously collected data in conditions technically similar to the 
pandemic; (d) cultural or societal perceptions or expectations may impact 
definitions of mental health and wellbeing. 

The delimitations of this study are: (a) this study compares existing research 
from limited geographical locations that were primarily more densely populated, 
further research would need to be evaluated to determine any differences in more 
rural populations; (b) mental health issues encompassed a full range of mental 
illnesses, to determine the impact of each type, how it might be impacted by a 
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pandemic, and more finely tuned solutions, more specific research should be 
conducted; (c) general business organization features were considered in the 
analysis and proposed solution, however, the efficacy or structure of the 
proposed solution may vary based on organizational differences. 
 
METHOD 
 

A rapid review of literature pertaining to mental illness, the impact of mental 
illness on the economy, tested interventions, and workplace involvement in 
mental wellness interventions was conducted using PubMed, Google Scholar and 
Sci-Hub. Findings were organized and categorized to cover key areas of 
economic impact, sectors of influence, and methods of address/treatment. 
 
RESULTS OF RESEARCH 
 

The psychological impact of COVID-19 is vast. Addressing these issues and 
mitigating their impact on the individual is the responsibility of employers, 
communities, and leaders alike as it will have a lasting effect on all of us 
economically. 
 
THE IMPACT OF COVID-19 ON MENTAL HEALTH 
 

COVID-19 has been referred to as the “Psychological Pandemic” because of 
the impact it has had on the psychological welfare of individuals around the 
globe. From the isolation of quarantine to the devastating impact of losing loved 
ones, there are very few aspects of life that have not been altered by the virus. 

Each logistical response to lessen spread has the potential to ripple out into 
psychological fallout. Here we look closer at what that fallout looks like. 
 
WORKPLACE FACTORS CONTRIBUTING TO HIGHER INSTANCES 
OF MENTAL HEALTH ISSUES 
 

A variety of factors have contributed to higher instances of mental health 
issues during the COVID-19 pandemic in the workplace. Stressors stem from 
organizational uncertainty in regards to leadership within a workplace staying 
up-to-date and implementing measures most appropriate for infection control and 
resource distribution, access to appropriate personal protective equipment, 
exposing themselves and their families to infection, adapting and providing the 
best service while considering rapidly changing information, communication 
challenges, concerns for additional personal needs should an employee contract 
the virus increased needs for personal support as childcare and other services 
become unavailable and needs for working additional hours increase in some 
fields [28], decrease in working hours in other fields, lack of job stability and 



© Filodiritto Editore – Proceedings 

84 

what that means for both income and healthcare coverage, and change of 
environment (many working from home) [30]. 
 
ADDITIONAL FACTORS CONTRIBUTING TO HIGHER INSTANCES 
OF MENTAL HEALTH ISSUES 
 

Studies suggest higher instances of mental health issues during the COVID-19 
pandemic were also contributable, in part, to factors outside of the workplace. 

These factors included lower social resources, lower economic resources [9], 
Alexithymia, inadequate supplies, inadequate information [26], higher exposure 
to social media [12], inability or lack of willingness to maintain exercise regimes 
[34], [27], associated dependents, substance use [7], other changes in daily habits 
[21]. 
 
THE IMPACT OF MENTAL HEALTH ON THE ECONOMY 
 

The implications of the notable increase in mental health issues during the 
pandemic are vast. These issues become a concern for an entire population for 
many reasons; one of the most extensive is their impact on the economy. Some of 
the larger identifiable challenges to the economy rooted in the struggle for mental 
health includes: workplace absenteeism, decreased performance and productivity, 
impacted education, early retirement, and welfare dependence [6]. 
 
WORKPLACE ABSENTEEISM AND PRESENTERS 
 

Immediately following the economic crash of 2008, studies showed 
workplace absenteeism and presenters [2] cost employers $118 billion and $180 
billion respectively in 2010 [10]. In the UK in 2010, mental health issues cost 
employers £26 billion (40.3 billion USD) with approximately two thirds of that 
cost resulting from lost productivity [13]. Estimates suggest that two thirds of 
lost productivity in the workforce was due to mental health issues of that cost 
was related to mental health problems. Prior to the pandemic, estimates reported 
depression alone cost the US economy $210 billion annually and half of that cost 
were shouldered by employers [15]. 
 
COST TO GOVERNMENT 
 

Methods for calculating the financial burden of mental illness on the 
government vary widely. Despite a lack of consensus on methods for calculation, 
there is no debate that mental illness poses a significant burden to government 
systems around the world [33]. In the US the burden takes the form of such 
things as early retirement, government medical services, community aid services, 
and welfare support. The direct impact on government in these forms is 
substantial but fails to generate an accurate picture of the total burden when 
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considering indirect costs of mental health issues such as the higher rates of 
physical illness in individuals suffering from mental illness. 
 
DISCUSSION 
 

After determining that there was not only substantial evidence that mental 
health issues significantly impact the economy but that the COVID-19 pandemic 
significantly increased the occurrences of mental health issues, there is an 
apparent need for the application of practical and evidence-based interventions. 

This discussion reviews the potential areas of opportunity for communal 
provision of mental health and wellness as well as additional considerations. 

Understanding the variety of sources of stress contributing to the 
“psychological pandemic” reveal a much more varied problem demanding 
reorientation to a holistic approach to mental wellness that can be implemented 
by workplaces and communities in addition to mental health professionals. 

Identifying employee wellbeing as a community investment encourages a 
collective approach where many factors are well within the abilities of most 
individuals to modify regardless of the creation and availability of professional 
mental health resources [23]. 

Attention to the most cost effective and easily incorporated methods for 
addressing mental health issues can be done by both the public and private 
sector. Resilience during the pandemic has been linked to an individual’s ability 
to maintain their usual habits and practices [16]. This includes diet, exercise, 
social activity, and spiritual practices. Employers have seen benefits from 
providing gyms on site, access to workout groups, incentives to participate in 
health focused workshops and competitions, and various forms of social 
engagement not only in general health but also in the intellectual environment of 
the workplace [14]. Workplace Wellness Programs saw the highest rates of 
success in smaller businesses [25], suggesting that investments in such programs 
by smaller businesses get a higher rate on their investment over time. 
 
COMMUNICATION WITHIN ORGANIZATIONS 
 

Effective communication strategies facilitating sharing information both 
horizontally and vertically within organizations was seen to improve the 
resilience of workers [21], [24]. Transparency regarding the most current health 
information and plans for managing and implementing necessary structural 
changes were an integral factor in the consideration of relief to mental health 
issues. In addition, this type of top-down transparency facilitated the 
communication of bottom-up communication regarding the expression of 
individual needs which further facilitated more effective methods of addressing 
causes of employee distress. 
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PROVISION OF APPROPRIATE TRAINING AND PERSONAL 
PROTECTIVE EQUIPMENT 
 

Providing training that was relevant to logistical processes of work-related 
tasks during the pandemic saw positive outcomes in confidence within the 
workplace environment [21]. Additionally, training centered on developing an 
individual’s ability to respond to interpersonal issues like the distress of others 
improved the individual’s sense of wellbeing as well as a sense of cohesion 
within communities [29]. 

Providing Personal Protective Equipment (PPE) that was situation ally 
appropriate increased the feeling of security and care taken by employers of the 
welfare of their employees. This increased worker confidence and decreased 
anxiety relating to exposure stress. However, a notable disparity in a lacking 
sense of humanity and connection developed in response to PPE. A response to 
this issue with “PPE Portraits” saw positive results [4]. 
 
ASSOCIATED CONSIDERATIONS 
 

Although some of the aforementioned solutions fall well within the realm of 
possibility for most employers to accommodate, tangential issues and 
considerations must also be taken into account so the responsibility of mental 
health does not fall to a single organizational level. 
 
THE TRUE COST OF UNEMPLOYMENT 
 

Although government agencies have been making efforts to address the 
financial concerns of their constituents, their fund allocation may be contributing 
to the total long-term burden of mental health. As local, state, and federal 
governments in the US continue to provide economic stimulus checks, relief bills 
and unemployment compensation at rates so fast they’ve abandoned their normal 
vetting practices, there is a large population that lack the incentive to return to 
work. Many individuals are receiving more from the social support system than 
they would if they returned to the workforce. Considering the association 
between unemployment and mental health issues [3], [1], it would be fiscally and 
ethically responsible for the government to reallocate a large portion of those 
funds to employment placement services and employment education and training 
programs. 
 
TARGETED SUBSTANCE USE SUPPORT 
 

With the understanding that mental health disorders and substance use 
disorder (SUD) are frequently comorbid [19], and one exacerbates the other, it is 
in a community’s best interest to address the many facets of SUD. Providing 
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information, resources, and care while avoiding associated stigma or retaliatory 
responses (both by the community and employer) has proven effective [17]. 

From medication management, smoking cessation, community support 
groups, and access to therapeutic support, SUD’s can have a positive prognosis. 
Just as with other mental health issues, early intervention is key. 
 
CULTURAL AND DEMOGRAPHIC CONSIDERATIONS 
 

Interventions should consider cultural and demographic appropriateness. 
Increased success was seen in interventions that allowed for flexibility and 

adaptability to better meet local needs [21], [4]. 
 
CONCLUSION 
 

Mental health issues take an enormous toll on the global economy every year. 
The COVID-19 pandemic has increased the magnitude of this issue and its 

effects. Factors that mitigate the impact of mental health on the economy have 
been identified on every level; from the individual, to the global leaders and 
policy-makers. To improve the economic outlook both during and after COVID-
19, it is the responsibility of every person, workplace, community, and political 
group to implement interventions that will mitigate the short- and long-term 
impact of mental health. A well organized and early intervention will improve 
business resilience for years to come. 
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ABSTRACT 
 
In the time of the crisis, which is reflected mainly in tourism, beer tourism in the 
form of small craft breweries and beer events is thriving in Slovakia. Beer has 
always been a favourite drink of Slovaks. The main reason why people look for 
small craft breweries is that their beers are different from those that can be 
bought in stores. The number of craft breweries increases every year, which is 
why the doors are opened for this type of travel. Beer spas and beer tours are 
very popular abroad. Visitors to beer spas have the opportunity to discover new 
places, breweries, beers, learn something new about brewing and have fun. In 
Slovakia, this type of tourism can help not only in the economic way but also in 
the development of underdeveloped regions. Many people have not got the 
opportunity to get to know beer spas so far, especially in Serbia, where not a 
single resort of this kind has been opened yet. The aim of the article is therefore 
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to increase people’s awareness and to create some basic information about beer 
baths and their positive effects. 
 
Keywords: beer industry, craft beers, innovation. 
 
JEL classification: Q17, Q55, O32. 
 
INTRODUCTION 
 

The brewing business in the world is huge. The globalization of brewing was 
caused mainly due to a large number of mergers and acquisitions among 
breweries, which also contributed to the massive consolidation of the market and 
the formation of global conglomerates. Antitrust authorities around the world 
must be vigilant so as not to jeopardize narrowing competition between 
individual brewing companies. 

Due to the fact that the global beer market is constantly forming, growing, but 
also consolidating, in 2019 the market is dominated by the ten largest brewing 
companies in the world. Beer is currently the largest alcoholic beverage 
consumed, and even one of the most commonly consumed beverages in the 
world. The ten largest global breweries on the beer market: 

1. Anheuser-Busch InBev: registered office in Leuven, Belgium. Its 
portfolio includes well-known brands such as Stella Artois and 
Budweiser. With the recent acquisition, with its rival brewery 
SABMiller, it also acquired beers such as Corona and Stella Artois. Its 
product portfolio consists of more than 500 beer brands. 

2. Heineken: registered office in Amsterdam, the Netherlands. It is 
considered to be the number one in European breweries. Its major 
international brands include: Amstel, Desperados, Sol, Affligem, Tiger, 
Tecate, Red Stripe and Krusovice. More than 250 beer brands are 
included in its portfolio. 

3. China Resources Snow Breweries: headquartered in Hong Kong, 
China. It is one of the best-selling beer brands in the world, Snow, which 
has a 20% share of the Chinese market. China Resources Snow 
Breweries was a joint venture between SABMiller and China Resources 
Enterprise [9]. 

4. Carlsberg: registered office in Copenhagen, Denmark. In the last two 
decades, it has become the fourth largest beer company in the world, 
acquiring other small beer brands, including Kronenbourg. The company 
now operates 140 beer brands worldwide. 

5. Molson Coors Brewing: headquartered in Denver, Colorado, USA. It is 
the second largest brewery in the USA, also thanks to the no longer 
existing joint-venture with the English SABMiller, with which they 
created MillerCoors, the Canadian Molson Canada and the European part 
of Molson Coors Europe. Its total portfolio consists of more than 90 
brands of beers. 
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6. Tsingtao Brewery Group: headquartered in Qingdao, China. This 
brewery is happy to be one of the top producers of quality beers. Its 
shares of the European and American markets are constantly growing. It 
is characterized by experimenting with new flavours and adapting to the 
latest trends in cooperation with many European breweries. 

7. Asahi: headquartered in Tokyo, Japan. In recent years, it has 
strengthened its position in European markets thanks to the acquisitions 
of SABMiller. It acquired several important beer brands, including the 
Czech Pilsner Urquell and the Slovak Topvar. 

8. Yanjing: headquartered in Beijing, China. It focuses mainly on the 
domestic market, especially southern and northern China. 

9. Kirin Brewery Company: headquartered in Tokyo, Japan. It belongs to 
the Kirin group, which is one of the largest beverage producers in the 
world. It owns share in several small and medium breweries. 

10. Groupe Castel: established in Bordeaux, France. It is engaged not only 
in the production of beer, but also in wine and soft drinks. It concentrates 
most of its production in Africa. The most famous brands include Flag 
and Castel. 

 
BREWING IN SLOVAKIA 
 

In 1994, there were more than 15 breweries located in Slovakia throughout 
the country. Each region in Slovakia had its own beer brand. Quality could be 
debated in some cases, but there was a variety of beers. In the process of 
transformation and privatization of the beer sector the large multinational 
companies – the Dutch Heineken and South African SABMiller bought all beer 
brands and small beer producers in Slovakia. 

Their basic goal was to increase economic profits, and so multinational 
brewing groups began to produce beer, which they sell all over the world with 
the same taste. Usually these beers are very light, saturated with carbon dioxide, 
with a weak malty taste and minimal bitterness. In the world they are called 
“Lager”; in our country we call them “Europivo” [1]. 

There is currently no precise and comprehensive definition for the precise 
categorization and division of breweries. The possibility of defining the size of 
breweries depends on various variables such as the number of employees, the 
annual production of beer, the size of the brewing vessel or the annual financial 
turnover of the company. Many experts from the brewing environment are united 
in the division on the basis of beer production for one calendar year, and the 
financial and customs authorities of the Slovak Republic also work with this 
categorization in calculating the basic and excise tax on beer [2]. 
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THE LARGEST REPRESENTATIVE BREWERIES ON THE SLOVAK 
MARKET ARE DIVIDED INTO FOUR GROUPS 
 

The first and the largest one is Heineken Slovensko Ltd., which owns 
Hurbanovo Brewery and its portfolio includes Slovak brands such as Zlatý 
Bažant, Zlatý Bažant Radler, Corgoň, Kelt, Gemer, Martiner, Maurus, Czech 
Krušovice, Starobrno, Březňák, but also Heineken beer, Desperados, Edelweiss 
or Strongbow cider and Fox from the orchard. 

The second one in a row is Plzeňskýprazdroj Slovensko, which includes the 
former breweries Šariš and Topvar, which belong to the Japanese group Asahi 
under a new name. They produce Slovak and Czech beer brands such as Pilsner 
Urquell, Šariš, Gambrius, Veľkopopovický Kozel, Radegast, Topvar, 
Smädnýmních, Excellent non-alcoholic Birell or Kingswood and Frisco cider. 

The third one is the Steiger brewery, whose portfolio consists of various types 
of beer Steiger, Kachelmann, Sitňan, cask beer Hell or soft drinks Kolaloka and 
Fraubea. 

The fourth one is the Banská Bystrica brewery Urpiner, which brews various 
types of beer of the same name Urpiner, Kaprál and soft drinks BB Kola and BB 
Hrozno. The last one percent consists of other beer brands and craft beers 
produced in Slovakia in small volumes, such as the Golem brewery, Kaltenecker, 
Trogár, the Bratislava burgher brewery, Žiwell, Sessler Trnava and many others. 
 
Craft beers 
 

There are more than 10,000 craft breweries worldwide, and as many as 86% 
of them can be found in North America and Europe [7]. The number of small 
craft breweries in Slovakia has increased to eighty and new plants, which 
produce their own craft beers, are added every year. Their production is limited 
to their own consumption. Small craft breweries are very popular in Slovakia and 
they have a tendency to grow constantly. Craft beer is unpasteurized and 
unfiltered and that is why it must be consumed faster. Due to the different taste 
and freshness, more and more people prefer to drink artisanal beer over industrial 
beer. Small breweries try to cooperate more with the customer. They are often of 
a family type and the contact with the customer is natural for them. Small 
breweries are introducing new offers and services like accommodation, meals 
and wellness – beer spas [3]. People find out that beer does not have to be drunk 
just for a quick refreshment, but it can be tasted, enjoyed, got to know which 
offers them a comprehensive gastronomic experience. Drinking craft beer is 
becoming a trend and a lifestyle nowadays. People no longer just collect beer 
coasters, but also complete the list of beers tasted and breweries visited. 

In 2021, the evaluation of the 15 best craft beers in Slovakia is made on the 
basis of the votes of the readers of two stalls such as Untappd and Ratebeer. The 
principle is practically the same in both cases. Readers vote and a ranking of 
beers is compiled based on their votes. 
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The best Slovak beers according to UNTAPPD 
 
1. Screaming Bitch Holíč Brewery Wywar 
2. StrekovS Shenk Brewery 
3. 15 Years in Hell 15 Holíč BreweryWywar 
4. Red Rye Bastard Holíč Brewery Wywar 
5. Ancikrist Hellstork Craft Brewery 
6. Ricardo Holíč Brewery Wywar 
7. Bittersweet Lament Unorthodox Brewing 
8. El Mariachi Unorthodox Brewing 
9. Peter Holíč Brewery Wywar 
10. Winter IPA DonovalyBrewery 
11. Tropical Booze Holíč Brewery Wywar 
12. Miami WeisseMaracujaCuvée Hellstork Craft Brewery 
13. Tatráš MinibreweryTatras 
14. Hoppy End Stupavar 
15. Anna Holíč Brewery Wywar 
 
The best Slovak beers according Rate beer 
 
1. Eis36 Trenčín Brewery Lanius 
2. Imperial Nuts 27 Hop Group 
3. Smoked Porter 17 Stupavar and Behind the Hills 
4. El Mariachi Unortodox Brewing 
5. End of the World 28° Hop Group 
6. Screaming Bitch Holíč Brewery Wywar 
7. Wildstork Behind the Red Walls Hellstork Craft Brewery 
8. 15 Years in Hell 15 Holíč Brewery Wywar 
9. Belgian Cassis Tripel 20 Trenčín Brewery Lanius 
10. Smoked N´Salty Honey Peanut Hot Group 
Porter 22  
11. Mulberry 36 Trenčín Brewery Lanius 
12. Oud Bruin 26 Trenčín Brewery Lanius 
13. Coco Mango Jambo Hop Group 
14. Wit IPA 14 Corvus Brewery 
15. Strekov S Shenk Brewery 
 

In recent years, large breweries have been closely following the beer market 
with small craft breweries. The Šariš Brewery and the Vŕšky craft brewery in 
Terchová have created a joint limited edition of Jánošík beer. They brewed beer 
according to a common recipe in both breweries and it will be tapped in selected 
plants throughout Slovakia. Šariš chose the Vŕšky brewery in Terchová for 
cooperation also because of the fact that it is the birthplace of JurajJánošík. 
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Breweries want to develop beer culture in Slovakia in this way. Beer is also 
an advertising campaign which is rarely used for craft beer. 
 
BEER SPAS 
 

Modern consumer society influences changes in the behaviour and desires of 
modern tourists who demand high quality and sophisticated service [4]. At the 
time of the crisis, which is most reflected in tourism, companies want to increase 
attendance, occupancy of their facilities, to offer something new that is not 
provided in the services market or to offer a unique product and thus become 
more attractive for tourists. Growing perceptions and preferences of tourists, who 
demand high quality tourist product and service, affect the staff employed in the 
tourism sector that actively participates in creating the tourist offer and services 
[5]. One of the most important abilities of modern companies is “its ability to 
innovate.” [6]. Beer spa is a good example of the application of innovations in 
the field of beer industry and tourism. 

Beer spas include wellness, baths and brewing. Many people have no 
information about beer spas. Beer spa is a unique combination of spa and 
brewing tradition. This is a current new trend in the market and therefore more 
attention has been paid to it in recent years. Beer spas are an integral part of 
tourism, which is one of the most developing areas of the economy. Beer bath is 
an original reconditioning spa therapy, which uses a combination of healing 
effects of warm mineral water, beer, raw materials for beer production, products 
created during beer production, classical and special massage. The beer spa is 
also unique thanks to the combination of natural ingredients with the effects of 
Royal Oak, which was a symbol of longevity. 
 
EFFECTS AND BENEFITS OF A BEER BATH 
 

 Body detoxification and pore cleansing; 
 Improved blood circulation of the limbs; 
 Increased heart activity; 
 Helps to treat acne, cellulite and psoriasis; 
 Rejuvenating and improving the skin condition; 
 Help in the treatment of back pain; 
 Reduction of stress and overall regeneration of the bodZ. 

 
Positive effect on skin, hair and muscles. 
There are beer spas in Austria, the Czech Republic and Slovakia. 

 
Beer spas in Austria 
 

As for Austria, the first beer baths were established only recently, 12 years 
ago. We can say that beer spas are popular throughout Europe. In Austria, the 
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first beer spa was founded by BBB – Bier Bottich Badcompany, which 
developed a detailed concept of a beer spa. BBB offers its market brand and its 
know-how to operators who want to set up this type of spa, ensures 
implementation, and training of employees. The company provides complete 
equipment for the spa, provides tubs in which the bath is performed, the beer 
mixture of which the bath consists and also provides its logo. 
 
Beer spas in the Czech Republic 
 

In the Czech Republic, beer is considered a national drink and many consider 
Czech beer to be the best beer in the world. A large number of beer spas were 
established in the Czech Republic. Beer spas in the Czech Republic have become 
a popular form of relaxation in wellness facilities. Large breweries such as 
Plzeňský Prazdroj or Budvar have a high number of visitors, thanks to beer spas. 

They not only offer guests good beer, a tour of the brewery, but also try to 
offer something original. It was the beer spa that took care of the market boom, 
which spread throughout the Czech Republic. Most of them are small breweries, 
which are expanding their range of services to include accommodation, meals 
and a novelty in the market of wellness services – beer baths. 
 
Beer spas in Slovakia 
 

The current trend in spa tourism and wellness is gradually reaching Slovakia. 
Most of these spas are created in former breweries or as part of spa facilities 

and wellness complexes. In addition to large breweries, there are also small local 
breweries, which realize that if they want to compete, they must always come up 
with something new for customers and follow the latest trends. The first and 
most famous Slovak spas are located in Bojnice. Bojnice is a suitable place for 
the establishment of beer spas because the brewing industry has a long tradition 
in Bojnice and to this day there is the building of an old brewery known as Pivár. 
 
Beer tours 
 

Beer traveling is one of the newest types of tourism associated with 
gastronomy. People started looking for them in a targeted and organized way. 

Every year more breweries are added and therefore the door has been opened 
for this type of travel. Beer tourism flourishes and is very popular abroad. It is 
supported by independent cities through city information centers that cooperate 
with local breweries. They have created plans and according to them tourists are 
easier to find their way around. In the Czech Republic, Belgium, America, 
England, people use this type of travel. During the trips to the breweries, they 
have the opportunity to get to know new places, breweries, beers, learn 
something new about brewing and have fun. Sitting with a glass of beer creates a 
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real piece of experience and the task of breweries is no longer just to prepare a 
good beer, but also to come up with a program that will attract people. 

Beer tours of Slovakia are a product that was to focus on getting to know 
Slovakia through small breweries. Four beer routes were created: Bratislava 
Tour, Záhorie Tour, Košice Beer Tour and Beer Tour from city to city. This 
product has been stopped and no trips are organized. Each of them offered a 
different tourist-beer experience. The location of breweries in Slovakia is not so 
dense that it is possible to visit a larger number of breweries within one city. 

Small breweries are currently creating a network that can be connected, thus 
creating attractive routes that can be further connected with the cultural and 
entertainment program of the city. Each visit to the craft brewery was associated 
with a tour of the premises, an explanation by the brewer and a tasting. Thanks to 
the fact that breweries are located throughout Slovakia, each trip acquires a 
different attractiveness. 

Beer tours also include festivals every year, such as the Craft Beer Festival – 
Beer Salon in Bratislava, Jánsky Beer Festival in Vrakun, Štramák Fest in 
Senica, Beer Salon in Košice, Spring Beer Salon in Bratislava, Collector's 
Exchange of Brewing Subjects in Banská Bystrica, Záhorácky Beer Festival in 
Prievaly, Nitra Beer Festival and many more. [10]. 
 
CONCLUSSION 
 

Beer tourism in the form of small craft breweries and beer events is starting to 
prosper in Slovakia. The Slovak brewing industry has started to develop in recent 
years, together with an interesting offer of beer events, which has created space 
on the market for beer tourism. This type of tourism cannot only make Slovakia 
visible, but it can also help it economically. In order for beer tourism to develop 
further, it is necessary for the local population itself to be aware of this 
possibility. Beer tourism is mainly influenced by small breweries. People are 
looking for small craft breweries because their beers are different from those that 
can be bought in a store. Beer spas can contribute to the development of the 
region and thus be a benefit not only for the whole region and tourism. It makes 
tourism enterprises to be more attractive and enriches the offer of services mainly 
in spas, wellness facilities and breweries. The expansion of the offer will bring 
new opportunities for tourists who, thanks to the beer spas, will regularly return 
to the spa towns. 
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ABSTRACT 
 
This paper addresses the current climate of globalization and its effects on 
businesses. It delves into the widespread homogenization leading to some loss of 
cultural diversity. The paradox presented is this loss of diversity in conjunction 
with the necessity in going global to establish competitive advantage in today’s 
business climate. Important to successfully engaging in globalization, is the 
understanding of the markets within which the host company wishes to expand 
into. There should occur tailored marketing and HR strategies to establish a 
sentiment of acceptance and openness to find common ground for business 
success. At the same time, a cohesive message should be developed to assure a 
strong brand guided by clear intentions. Different strategies can be implemented 
for successful international relations and are best utilized depending on the type 
of organization and management style characteristic of that organization. 
Attention should be paid to the organization characteristic of each market, as 
different styles of management may function better for some based on home 
culture. Merging different cultures can evoke conflict, so special attention should 
be paid to embracing and celebrating cultural diversity, with supporting 
employee training implemented. In the case of conflict, processes should be 
developed for resolution. In addition to recognition of cultural diversity 
internally, awareness and obedience of relevant cultural laws is essential in 
maintaining global success and avoidance of shutdown. Working with local 
employees can assist in local market understanding of both the laws and the 
culture. Both risks and benefits of globalization are discussed, with an emphasis 
on openness to adaptability. 
 
Keywords: globalization, homogenization, culture, cultural diversity, organization, management 
 
JEL classification: F6, M14, D2, M12 
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INTRODUCTION 
 

The world is seemingly becoming smaller with accessible and evolving travel 
technology. This innovation has led to a decrease in travel costs and the 
subsequent invention of online travel booking platforms, urging consumers to 
explore the globe. The ability to venture to new cultures and locations has led to 
a homogenization of many industries as companies now seek to appeal not only 
to their population of origin, but to all cultures. In order to seek competitive 
advantage, an increasing number of organizations are shifting their practices 
internationally. There are three stages involved in the shift to an international 
organization: importing and exporting, multinational enterprises and finally, the 
emergence of a global organization [1]. Importing and exporting implies the 
initiation of buying and selling with another global market. In this stage, the sales 
and marketing team heads contact and logistics, with the HR department 
generally uninvolved. Once firms expand into multinational enterprises (MNE) 
though, the actual organization moves into other geographical areas. This shift 
often involves the inclusion of workers from that new organizational location and 
so necessitating the development of HR policies and regulations to assure smooth 
intercultural communication and recognition of differing laws. The MNE is 
considered an international firm; however, the different operations function 
independently of each other based on location. The movement to a global 
organization implies that the different units integrate to function as one single 
unit. Although the world has become homogenized in many ways, there still 
must occur a strong sense of compassion and understanding for how different 
cultures operate and think so as to assure a positive and mutually beneficial 
product-consumer relationship. Not only must the product being sold consider 
the culture sold to, but also, internally, HR and management should remain 
consistently aware of employee backgrounds. The culture and beliefs of a person 
have a massive impact on how they should be communicated with for maximum 
understanding, and as such, how successful, or not successful the organization 
can be. Globalization is significant because it is inevitable; it is happening and 
any organization that seeks to maintain elevated profit should remain open to 
mass-expansion and interconnected, cultural understanding and acceptance. 
 
DISCUSSION 
 

It is important to note that there exist three primary types of international 
organizations: inter-governmental (IGO), international non-governmental (NGO) 
and multinational enterprises (MNE) [2]. IGOs are made up of more than one 
national government, like United Nations. NGOs are non-profit organizations 
unaffiliated with any government, such as Save the Children and MNEs (the 
most common), are corporations buying and selling goods internationally, which 
undergo the stages listed in the above paragraph. Important to all forms of 
international organizations, is the establishment of a cohesive team internally. If 
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the individuals inside the operation operate independently, there can occur strife 
and subsequent decreased productivity. A successful manager will not only 
recognize but also seek to understand their employees and the potential 
differences between the staff. In working to establish respect, there must occur 
both an encouragement and an acceptance of difference in all ways like culture 
and skin colour. It is not important for everyone to agree at all times, but instead 
successful managers should promote the sharing of ideas for improved 
productivity and innovation. 

One potentially useful tool for global managers is the OAR process: observe, 
act and then react, for efficient assessment of any situation that may arise [3]. 

This tool emphasizes thinking and understanding before drawing conclusions, 
because it is easy to assume incorrectly when considering someone of a culture 
that may differ from that of the managers. Employee actions may appear 
improper as a lack of familiarity (in culture), can elicit initial disapproval. In 
taking the time to better understand the situation too, there will occur 
communication between management and staff, creating a sentiment of respect, 
essential for the development of successful relationships. Important to managing 
differing cultures too, is for management to ‘do their homework’ – to try to 
understand the culture of their staff to better communicate with them and to 
relate to them. On the logistical side of global management, there should be a 
solid understanding and respect for differing time zones. Sometimes management 
resides in a different location than their employees, and so they should work 
together to assure meeting times make sense for everyone, paying attention to the 
distinction between work and personal life. Placing not only traditional 
managerial roles but also the necessity to understand and relate to another culture 
could be asking a lot of one person, so enlisting multiple managers: business 
managers, country managers, functional managers and senior executives, could 
prove beneficial to distribute the work more evenly [4]. 

In addition to the importance in managing internal international relations, it is 
also vital to establish a global strategy, or, a plan to find success externally via 
globalization. There exist different global strategies that form the structure of the 
organization: domestic exporter, multinational, franchiser and transnational [5]. 

The organizational structure that surrounds these strategies include 
centralized, whereby control occurs in the home county, decentralized, in which 
local units assume control and coordinated, in which all units are participatory. 

The domestic exporter strategy is centralized in the country of organizational 
origin, with almost all resources occurring there (like finance, HR and 
marketing). The multinational strategy concentrates on decentralized production, 
sales and marketing teams. Franchising mixes both-design and financing are 
produced in the country of origin initially, and then rely on further production, 
design, HR and marketing in the country it provides the product to. 

Transnational firms are not bound to a location but are global in nature. All 
strategies can produce powerful results, and a targeted approach is advised for 
profitable organizations. 
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An important piece of globalization is the recognition of cultural diversity; 
cultural diversity is the values that people hold based on their experiences, 
dictating their actions. Different locations present different perspectives on 
almost all things so not only does their exist diversity in personal matters, but 
also in how business is viewed and conducted. Diversity in the workforce is a 
positive thing, because it presents opportunity for innovation and the sharing of a 
wide range of ideas, boosting creativity. Some companies, like Johnson & 
Johnson, make an active effort for diversity. This organization employs the use 
of hiring technology in an effort to avoid bias, conscious or unconscious. When 
live hiring managers are used, they are trained on how to reduce their 
unconscious bias via a program developed with the partnership of Harvard 
University. [6]. Kellogg Company is another example of a push for diversity in 
the workplace through increased availability of paternal leave (four weeks) and 
an increase in paternal pay. These benefits encourage workplace appeal as well 
as establish a fair opportunity for both mothers and fathers. Promoting the life of 
the worker encourages comfortability. In order for diversity to be beneficial, 
communication and a sentiment of openness and appreciation is essential. 

Employees should feel that their culture is welcomed and noticed. There 
should occur celebrations of diversity to enforce an improved and constantly 
improving feeling of understanding and relatability between staff, as a lack of 
understanding is what can lead to miscommunication and hostility. There are 
various forms of diversity too, including race, education, ethnicity, generations, 
gender, religion, sexual orientation, workers with disabilities and veterans. All 
modes of diversity should be recognized and appreciated. Important to note too, 
is that these forms of diversity manifest differently in different countries, too. In 
the case of education for example, it is almost necessary for employees to have 
attended university in many offices, however in some other European countries, 
this may not have been as necessary. There are different emphases placed on 
different facets of society and it should be well understood that none are right or 
wrong. 

Workplace issues involving cultural diversity include conflict as a result of 
discrimination and racism, for example, harassment through improper touching 
and commentary and disregarding the needs of disabled employees. A lack of 
appreciation for diversity essentially elicits a feeling of tension preventing the 
comfortability that ultimately undermines the success of employees. In the case 
of diversity conflict, any complaints put forth must be recognised and amended. 

In order to properly manage diversity and prevent any issues, written policies 
should be developed and easily accessible to all in the form of an employee 
handbook. These policies should outline best practices, things that are 
unacceptable and protocol in the case of malpractice. Employee handbooks 
should be reviewed with every employee upon entry into the organization, with 
questions encouraged. Sensitivity training should be given in conjunction with an 
overview of the employee handbook, too. This would aim to improve the culture 
of the workplace by bringing to the forefront of all staffs’ minds just how 
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essential acceptance is. In order to understand both how management of diversity 
is going as well as to understand if changes need to be made to improve the 
situation, check-ins are useful. This could be provided in the form of an 
anonymous survey regarding employee happiness as well as quizzes to test 
handbook knowledge. Important to recognise too, is that not every form of 
improper behaviour regarding diversity is obvious. Micro aggressions, or “thinly 
veiled, everyday instances of racism, homophobia and sexism” [7], could be 
commonly occurring and could go unnoticed by management if they were not 
aware of their staff’s triggers. Comments as seemingly simple as noting how well 
a non-native speaker speaks English, could create a condescending tone 
characteristic of mockery. A zero-tolerance policy need be established for 
assured respect of the handbook. 

The importance in recognising, encouraging and valuing the diversity of the 
employees cannot be understated when considering the discussion of diversity, 
however underscoring that importance, is the legal component of global business. 

Different countries have different laws regarding how they do things and what 
things are permitted, or not [8]. Understanding the requirements based on 
location are of paramount importance, as if the established policies prove 
improper when taken elsewhere, consequences could prove detrimental to 
company success. In addition to the laws that comprise the country of business, 
there are also generally accepted and followed modes of organisation. In the US, 
reporting must comply with VETS-100 requirements, outlined by a more 
decentralized structure, companies in Singapore must exhibit a clear hierarchy, 
companies in Asia and Southern Europe follow a very centralized structure and 
Scandinavian countries follow an autonomous mode of organization. Although 
the company may be from one place, in order to find success in another, adapting 
to their way of organizing, or at least merging the two, could prove more 
comfortable for local employees that can therefore be more successful. Assuring 
that member of every country of origin feel recognized and as a part of the team, 
is necessary. This prevents the sentiment that one country is assuming total 
dominance over wherever it expands into, which can be discouraging. In addition 
to business laws, hiring laws and immigration can provide massive obstacles. 

Taxation laws too, vary and are always evolving. It is almost essential for the 
host country to employ local legal staff to approve policies and practices. Illegal 
actions, even if accidental, could create financial burden so large on the 
organization, recovery is infeasible. 

Organizations typically find either mechanistic structures, with a narrower 
span of control (executive down), or organic structures, with a wider span of 
control [9]. Even though the parent company may have found success in a style 
in one market, they may need to be adapting in another. Geographical divisional 
structure establishes its divisions based on geography and is helpful for 
organising in the case of globalization. This method can establish a more 
decentralized decision-making process, which is potentially risky as cohesiveness 
is key to company-wide success. It is important to have local, subject-matter 
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experts; however, it should remain a constantly reinforced location, it is all the 
same team with the same objectives. Special attention should be paid to the 
marketing team, as this portion of the organization puts content out into the 
world. If objectives differ based on location, the campaigns produced can appear 
in conflict with each other, which can dissuade consumers from buying into the 
product; presenting a strong front is necessary in order to best persuade the 
outside. Core business objectives, core business strategy and continuous 
communication amongst executives globally are required for cohesive 
production. This does not mean however, that the message produced must be the 
exact same, as this would ignore the differences in markets, but rather whatever 
is being produced should be communicated with the same intention, tailored to 
the culture in question. There should occur a balance between globalization 
(putting one organization in multiple places) and internationalization (appealing 
and adapting at the local level). 
 
CONCLUSION 
 

Globalization presents both massive risk and massive reward (see chart 
below). The climate of business is changing though and so in order to present 
competitive advantage, organizations benefit massively from going global. Not 
only does expanding allow the potential for increased demand and so increased 
profit, but it also provides employees the opportunity to learn from each other. 

By encouraging diversity in the workplace, there will occur a more diverse 
range of idea generation. When combining different perspectives, the result can 
function ‘outside of the box’, so innovation can occur. Globalization provides 
both access to new markets of consumers but also of employees, allowing for 
international recruitment which provides access to new talent of different, 
potentially specialized, staff. By working with different cultures too, everyone 
wins: if there is a technological advancement present in one country and not in 
another, for example, the two can work together for the spread and likely 
expansion of those technological innovations. By producing in other countries 
too, there is opportunity for lower cost of production. Merging developing and 
non-developing countries in business has the potential for massive mutual 
benefit. Developing countries can provide lower costs of production, but at the 
same time, they receive a higher standard of living because of increased jobs and 
wages [10]. 

Globalization has the potential to negatively impact organizations as well 
though. Although listed as a benefit, international recruiting is also a risk. Often, 
international hiring is done online, which can present some challenges for proper 
vetting of candidates. There can also arise substantial conflicting views on 
appropriate pay and vacation; most U.S. organizations allow for 2 weeks’ 
vacation, with some European countries encouraging at least 6 weeks, for 
example. Immigration laws also provide for increased workload for HR and legal 
as laws differ based on location and are constantly changing. Brexit is a prime 
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example of an HR and legal nightmare- those employees who were not from the 
UK but were living there because it was part of the EU will now face sponsorship 
requirements. The results of Brexit on these UK organizations are vast. In 
addition to immigration laws, tax laws also vary and change regularly, so 
managing those laws specific to each country of operation is a heavy task. Just 
like international hiring is double-edged, so too is employing those in developing 
countries. Although increased jobs and wages may be beneficial as opposed to 
harmful, it can be seen as exploitation- the organization does not necessarily 
supply the same number of wages as they would for their staff locally; remaining 
fair in business can become blurred abroad. All of the aforementioned logistics 
contribute to the difficulty in successfully globalizing. There are countless 
semantics contributing to the day-to-day operations, making harder the host 
organization’s ability to maintain stability guided by a clear goal and cohesive 
message. 

Globalization is wonderful because it allows for the sharing of ideas from 
different countries; however, it also poses a risk of a loss of cultural identity. 

Different societies are now beginning to merge, masking the individuality of 
each other. Maintaining the specialness of each country is important as difference 
breeds creativity. Successful global organizations walk a fine line in all realms of 
their daily operations. They must balance the ideas of varying cultures 
represented and yet uphold ideas determined by the host country, they must 
encourage communication, and yet decipher how best to communicate without 
easy in-person access and they must employ people in different places with 
different perspectives and expectations, honouring their desires and yet 
maintaining business goals relevant to their origin. The global marketplace is 
incredibly competitive and the level and type of competition differs in each 
market. This requires a variety of responses. Boarders and online communication 
can lead to the convoluting of messages. Marketing and sales strategies must be 
tailored to the individual culture whilst also keeping in mind the primary 
objective of the organization as whole. The teetering nature of globalization is 
tricky because it forces management to expand their role even further, to work to 
understand people that they might not naturally and to communicate with them 
via platforms they might not normally. Globalization presents massive challenges 
internally and it creates risk externally, as well. If there is not a clear 
understanding of the market of the countries that organizations enter into, the 
perception can present very negatively, which can have a domino effect globally, 
impacting profits. The primary objectives of an organization should guide 
business practices, forms of communication, hiring choices and marketing 
campaigns for a clearly presented product. An underlining sentiment of openness 
is essential for the sharing of ideas that allow for the incredible success 
globalization can bring. 
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ABSTRACT 
 
Management can be defined as the activity of utilizing planning, organizing, 
coordinating, directing, and controlling in order to reach specified objectives. 
Managers, regardless of gender, must contain specific skills to be effective. 
Although there are an increasing number of females in management positions, 
there is still a large disparity between the two genders. Current research often 
discusses specific differences between male and females’ leaders, yet fails to 
correctly identify the barriers leading to this inequality. This research paper will 
first describe the use of a meta-analysis to determine the various barriers that 
women are facing when opting for management positions. This paper will then 
analyse these barriers in detail and will conclude with opportunities to overcome 
these barriers and create equal opportunity for all. 
 
Keywords: management, gender, female, barriers, equality 
 
JEL classification: M12, J16 
 
INTRODUCTION 
 

Management has various definitions and can be thought of as an activity, an 
area of study, as a professional role, as a science, or as a group of individuals. In 
looking at management as an activity, management includes planning, 
organizing, coordinating, directing, and controlling a group of people with the 
purpose to achieve common objectives [5]. Managers, thus, are elected 
individuals that carry out these tasks. Management of an organization has many 
different specific tasks; including collecting information, developing a business 
strategy, and implementing that strategy in order to most effectively reach 
company goals [5]. Successful managers, regardless of gender, must demonstrate 
specific skills in order to be successful. These skills include delegation of tasks, 
employee encouragement, adaptability, clear thinking, thoughtful decision 
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making, and an ability to generate organizational profit [5]. Additional research 
has indicated that successful managers tend to have strong communication skills, 
which includes both the ability to actively listen and provide constructive 
feedback [2]. Many different management styles may be used. Conflict 
management is an inevitable part of the role of a manager. Conflict management 
styles include integrating, compromising, avoiding, dominating, and obliging [9]. 

Historically, the management field has been a male-dominated industry, 
following the trend of a male-dominated work environment [4]. Although women 
have made considerable progress in labor participation, closing the wage gap, 
educational levels, and workplace gender-equitable standards, women still 
experience many barriers when striving for management positions [4]. Much 
research has been done regarding the differences between male and female 
managers, yet there is a lack of thorough research analysing why these barriers 
exist. 
 
PROBLEM OF RESEARCH 
 

As previously stated, many researchers have analysed the skill and trait 
differences between male and female leaders. Some research has indicated that 
women have more effective coping skills in conflict management as well as 
lower perceptions of gender equality in the workplace than men [8]. Although 
both men and women have the same level of competency for a management role, 
men tend to take on more of a masculine-style approach, while women tend to 
utilize a participatory approach [3]. In addition, women were found to place 
higher value on understanding, team building, and interpersonal skills than men 
[3]. While this research serves as a useful foundation for understanding some of 
the differences between men and women, this type of research does not directly 
address the disproportionate opportunity that women encounter in seeking 
management positions. The question regarding the actual barriers experienced by 
women is not addressed in these types of studies. 
 
RESEARCH FOCUS 
 

The focus of this research will be to directly identify and analyse the obstacles 
that women face in the workplace and why these barriers lead to an 
underrepresentation of women in management positions. This study is of interest 
because it allows society to further progress in workplace equity by creating an 
opportunity to remove the barriers that women face. 
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RESEARCH 
 
General Background of Research 

A comprehensive meta-analysis will be used in order to identify the barriers 
hindering women in the managerial role. In order to thoroughly understand the 
current conditions leading to this inequality, the workplace will need to be 
analysed through a multi-dimensional approach. This includes looking at 
organizations from a societal lens as well as diving into specific corporate 
policies and organizational culture characteristics. In addition, these barriers will 
be analysed by assessing individual factors such as social support, attitudes, and 
role within the family structure. 
 
SAMPLE OF RESEARCH 
 

Multiple studies will need to be analysed in order to assess which barriers are 
most strongly affecting women in regards to management positions. A starting 
point to both provides direction and give further justification for this study is to 
look at the difference in the number of women in these positions. In North 
America, women hold 29% of the senior leadership positions available and are 
over represented in administrative support jobs. In addition, one of the analysed 
studies in this research paper indicated that organizational policies and practices 
tend to be in favour of men [7]. 
 
Instrument and Procedures 

This study was executed by first conducting a search on multiple educational 
databases. Terms such as “women”, “management”, “barriers”, “organizational 
culture”, “corporate policy”, “social norms”, and “inequality”, were used. These 
databases included the University of Northern Colorado library database, JSTOR, 
the Web of Science, and Scopus. Reliability of articles was assessed by the 
number of times the journal article was cited in future research. In addition, any 
articles with conflicts of interest were discarded from this study. Additional 
statistics were found utilizing a basic Google search. The sites chosen by this 
method were deemed reliable due to their citation of other valid sources. 

Textbooks were also analysed for both background information and related 
studies. All of this information found was thoroughly analysed to find the 
obstacles facing women. Ethical considerations were also used in this meta-
analysis. Studies that seemed harmful or inappropriate were not utilized. 
 
DATA ANALYSIS 
 

This data was cleaned of irrelevant information and transformed into a chart 
for easy access and understanding. This chart named the top-noted barriers found 
in the research as well as different patterns or policies within an organization that 
also may be contributing to the inequality. This chart also listed areas related to 
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this barrier that would be affected. An explanation of the table was given below 
the table to aid in understanding. A graph was also utilized to model the barrier 
of a woman’s current role in the family structure. 
 
RESULTS OF RESEARCH 
 

Barrier Factors Affected by Barrier 
Organizational Culture Organizational values 
 Social norms within organization 
 Gender norms within organization 
Corporate Policy and Procedure Recruitment strategies 
 Opportunities offered 
 Sexual harassment procedures 
Societal Expectations Role in family structure 
 Social norms 
 Stereotypes 
Individual Factors Attitudes 
 Practices 

Table 1. Potential Barriers Affecting Women in Managerial Roles 
 

Research has indicated that corporate policy and procedure result in multiple 
factors that may lead to this inequity [4]. Targeted recruitment strategies may 
hinder the experiences offered to women, and the types of opportunities offered 
to women and men have differed historically [4]. Sexual harassment procedures 
also have an effect of women progressing in the workplace [7]. Organizational 
culture aspects affecting gender inequality include organizational values, social 
norms, and gender norms within an organization [7]. Personal factors, including 
both professional practice and attitudes of self-efficiency and confidence also 
differ between genders and are a contributing barrier [8]. Societal expectations 
for women within the family structure and in society have also negatively 
impacted the progression of women in the workplace [7]. 
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Fig. 1. Employed Fathers versus Employed Mothers This figure shows that 95.6% of 
fathers are employed, and 79.6% of mothers are employed [1]. This indicates that 
mothers are less likely to be working. 
 
DISCUSSION 
 

This research discussed in this paper identifies the various barriers that are 
currently contributing to the disparity seen between female and male managers. 

The barriers can be thought of as additional challenges that women must 
overcome in order to get the managerial title. The four identified barriers from 
the mega-analysis include organizational culture, corporate policy and procedure, 
societal expectations, and individual factors. 

Organizational culture refers to the collection of values, beliefs, and practices 
held by an organization. Organizational culture thus serves as a foundation for 
behaviour and norms within an organization. Masculine values, including 
competitiveness and aggressiveness are placed at higher value then feminine 
values, including interdependence and cohesiveness [7]. Both gender roles and 
social norms evolve from the organizational culture. Organizational culture may 
be inhibitory to female professional progression if the agreed upon gender roles 
favour males in leadership positions. Research has found that individuals 
indicated preference for a male leader due to the perception that male leaders 
were more competent [7]. In addition, the leadership role itself is believed by 
many to be incompatible with feminism [7]. These destructive beliefs make 
female progression iteratively difficult, if at all possible. 

Corporate policy refers to guidelines for decisions and actions within an 
organization. Corporate policy is reflected in many different areas from 
recruitment strategies to conflict management and employee protection. Current 
recruitment practices and personnel selection practices tend to favour men [7]. 
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Human resource departments need to overcome this by securing positions for 
women (Ng & Sears, 2017). In addition to unequal employment opportunities, 
women also tend to be offered different types of positions than men [8]. Women 
tend to be offered more managerial positions in situations that are deemed risky 
and unpredictable circumstances [8]. Ensuring equity involves females offered 
the same positions as men in a variety of circumstances. 

Corporate policy and procedure are also reflected in the occurrence and 
handling of sexual harassment issues. Experiences of sexual harassment and 
improper handling of the cases has led some women to leave the work force 
indefinitely [7]. Organizations must be held accountable for appropriate 
treatment and repercussion from these issues. Females inherit another challenge 
of overcoming potential fear and discomfort when in the workplace. 

The third barrier that women face comes from the societal expectation of a 
woman in the family structure. As indicated in Figure 1, fathers are more likely 
to be employed than mothers [1]. Currently, women still are held accountable for 
most of the familial responsibilities, which increases the expected commitment of 
women in caring for their families [7]. This is considered by experts to be one of 
the greatest obstacles that women face when desiring professional progression 
[7]. Society also defines accepted gender and social norms. The stereotype 
regarding females involves caring for family members and raising children [7]. 

The final barrier identified in Table 1 are the individual factors relating to 
women. These factors include attitudes about self-efficacy and confidence and 
the resulting practices. Research has shown that because of the discrepancies 
found in the workplace, women have lower levels of confidence in a professional 
sense as well as a lower expectation of professional success [7]. This can in turn 
lead to a decrease in motivation as well as a disinterest in trying to advance due 
the self-doubts. 

One limitation of this data is that this research was not done regarding any 
specific location. Due to the vast differences between countries and cultures, it 
may be useful in future research to limit the studies done to specific geographic 
locations. In addition, another source of error within this research would be the 
regency of the studies. Although they were done in a relatively recent time 
period, the world is firstly progressing. Future research may decide to use studies 
done only within the past year to get the most accurate and up-to-date 
information. New research methods could conduct studies using surveys and 
questionnaires, rather than doing a meta-analysis of current data. In addition, 
future research could incorporate a greater number of participants. 
 
CONCLUSION 
 

Despite progress made towards gender equality in the workplace, large 
disparities still exist between the representation of males and females within 
management positions. There is currently an abundance of research regarding the 
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specific differences between male and female readers, yet a lack of clarity around 
what exactly is causing this disparity. 

Through use of a meta-analysis, four different barriers negatively affecting 
women were found, including organizational culture, corporate policy and 
procedure, societal expectations, and individual factors. Identifying these barriers 
allows society and organizations to find ways to dissolve or remove these 
barriers. Organizational culture can be changed through the use of effective 
leaders and managers who both value females within the workplace and lead by 
example. These high-ranking individuals have the responsibility to advocate for 
gender equality as well as rid stereotypes surrounding women in the workplace. 

Corporate policy and procedure need to be changed to incorporate equal 
opportunity recruitment strategies, gender equality across all situations and 
circumstances, and immediate and thorough reaction to sexual harassment 
claims. At a societal level, it is crucial to support working mothers as well as 
promote the normalization of either parent staying at home. Supporting working 
mothers may involve providing child care and maternity leave. Individual factors 
of low-self-confidence and low-expectation need to be addressed head on by top 
level management. Women need to be shown that they can and will be offered 
the exact same opportunities as men. 

The progress made in promoting gender equality can serve as inspiration for 
the work still needed. It is only through time, dedication, and individual passion 
that changes such as these can be made. It is up to all individuals within a society 
and an organization to continue to promote female management and to persevere 
in fighting all inequality. 
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