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ABSTRACT

The hotelindustry, among others, has been affected by the COVID- 19 pandemic. The effect of the pandemic
can be noticed through financial statements. The aim of the chapter is to analyse how the COVID-19
pandemic has affected the financial position and business performance of the hotels in a tourism-oriented
country such is Croatia. The chapter covers the basic information of tourism and the features of the hotel
industry in Croatia. The authors represent the sets of national recommendations for dealing with the
pandemic in the tourism sector that are enriched with available macroeconomic statistical data. Further,
the analysis of financial statements of the five selected hotels is presented. The analysis was done in
order to provide comparative analysis of financial results in the pandemic environment (2020) and the
previous year (2019). Based on the calculated liquidity, solvency, activity, economy, and profitability
ratios, the authors conclude that all the mentioned ratios worsened in 2020 for all the observed hotels.
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INTRODUCTION

The COVID-19 pandemic has changed the way we live and certainly the way companies conduct their
businesses. World and national health organisations and the Ministries of health have been trying to
deal with this world pandemic and protect people. Many restrictions and instructions have become a
“normal” part of our life. Many adjustments were made in 2020, personally and professionally. Positive
impact of the restrictions has resulted in lowering the number of confirmed cases and deaths. Contrarily,
the greater the restrictions, the lower economic activity and business performance.

Many sector analyses have indicated that tourism, hospitality, aviation and automotive industry are
some examples of the COVID-19 negative effect on industries. On the other hand, there are some industries
that are positively affected by the pandemic (e.g. pharmaceutical or telecom industry). Certainly, there
are some industries that suffer from the pandemic but deal with the restrictions more or less successfully.

Hotel industry is one of the industries that suffers from the impact of COVID-19. Croatia is a tourist
oriented country, so it is pretty much obvious that COVID-19 has affected the Croatian macro economy.
However, the COVID-19 impact should be considered as well in the light of micro point of view. The
pandemic doesn’t only affect the Croatian GDP but also has the influence on many business entities
and their business results.

Many decisions in economic world are based on accounting information presented in principal financial
statements. Since a picture is worth a thousand words, Balance sheet, Profit and loss account, Cash flow
statement, Statement of changes in equity and Notes are pictures that present the quality of company’s
business operation. In regular business circumstances, financial statements and the related financial ratios
identify the advantages and disadvantages of a company. Hence, in the COVID-19 business environment,
a lot of changes in business environment arise and decision makers could use financial statements for
the purpose of business evaluation which is affected by the pandemic. In this way, financial statements
might be used for measuring the impact of COVID-19 on business results, liquidity, solvency, profit-
ability and other financial ratios. It is sure that lock downs up to now and many restrictions of traveling
have marked financial ratios. In such difficult business environment, many governments have tried to
help and offered different ways of support in the form of grants, tax payment deferral etc. So, it is worth
to analyse the level of such impacts on the financial statements and financial ratios.

The aim of the proposed chapter is to analyse how has the COVID-19 pandemic affected the financial
position and business performance of the hotels in a tourism oriented country such is Croatia. The paper
covers the basic information of tourism in Croatia and provides the features of hotel industry in Croatia.
After that, the authors represent the sets of national recommendations for dealing with COVID-19 pan-
demic in tourism sector which are enriched with available macroeconomic statistical data. Further, the
analysis of financial statements of the selected hotels is done. The analysis was done in order to provide
comparative analysis of financial results in the pandemic environment (2020) and previous year (2019).

Financial position is mainly illustrated through Balance sheet and business performance is usually
represented by Profit and loss account. Other than that, financial analysists use Cash flow statement to
cover the evaluation of business quality by cash flows. Basic tools and techniques of financial statement
analysis such as comparative and structural financial statements and financial ratios are common for
gathering necessary information for the judgment of business operation. The following ratio blocks are
used for the purpose of the described analysis: liquidity, solvency, activity, economy and profitability
ratios. Financial ratios that measure liquidity, solvency and activity are used for assessing financial posi-
tion whereas activity, economy, profitability and investment ratios are applied for the interpretation of



20 more pages are available in the full version of this document, which may
be purchased using the "Add to Cart" button on the publisher's webpage:
www.igi-global.com/chapter/the-impact-of-covid-19-on-the-business-

performance-and-financial-position-in-hotel-industry/283997

Related Content

The Concept of Cheese Tourism
Nee Cullu Kaygsz (2025). Global Perspectives on Cheese Tourism (pp. 11-24).
www.irma-international.org/chapter/the-concept-of-cheese-tourism/363388

Exploring the Impact of E-Marketing Strategies on Overtourism: Assessing the Prospects and
Challenges in the Hospitality and Tourism Industries

Fatai Kayode Wahaband Elizabeth Abidemi Akintade (2025). Solutions for Managing Overtourism in
Popular Destinations (pp. 23-36).
www.irma-international.org/chapter/exploring-the-impact-of-e-marketing-strategies-on-overtourism/368268

How Do Online Reviews Affect Business Travelers' Accommodation Choices?: The Application
of Theory of Reasoned Action (TRA)

Faranak Memarzadeh, Shane Blumand Charlie Adams (2017). International Journal of Tourism and
Hospitality Management in the Digital Age (pp. 50-65).
www.irma-international.org/article/how-do-online-reviews-affect-business-travelers-accommodation-choices/177122

The Role of Destination Attributes in Assessing/Constructing the Image of Tourist Destination
Olimpia luliana Ban (2020). Destination Management and Marketing: Breakthroughs in Research and
Practice (pp. 158-182).
www.irma-international.org/chapter/the-role-of-destination-attributes-in-assessingconstructing-the-image-of-tourist-
destination/251043

Prey Predator Algorithm for Travelling Salesman Problem: Application on the Ethiopian Tourism
Sites

Surafel Luleseged Tilahun, Natnael Nigussie Goshuand Jean Medard T. Ngnotchouye (2017). Handbook of
Research on Holistic Optimization Techniques in the Hospitality, Tourism, and Travel Industry (pp. 400-
422).

www.irma-international.org/chapter/prey-predator-algorithm-for-travelling-salesman-problem/170969



http://www.igi-global.com/chapter/the-impact-of-covid-19-on-the-business-performance-and-financial-position-in-hotel-industry/283997
http://www.igi-global.com/chapter/the-impact-of-covid-19-on-the-business-performance-and-financial-position-in-hotel-industry/283997
http://www.irma-international.org/chapter/the-concept-of-cheese-tourism/363388
http://www.irma-international.org/chapter/exploring-the-impact-of-e-marketing-strategies-on-overtourism/368268
http://www.irma-international.org/article/how-do-online-reviews-affect-business-travelers-accommodation-choices/177122
http://www.irma-international.org/chapter/the-role-of-destination-attributes-in-assessingconstructing-the-image-of-tourist-destination/251043
http://www.irma-international.org/chapter/the-role-of-destination-attributes-in-assessingconstructing-the-image-of-tourist-destination/251043
http://www.irma-international.org/chapter/prey-predator-algorithm-for-travelling-salesman-problem/170969

