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Impact of the pandemic on SME financial
resources - the Polish example

Wptyw pandemii na zasoby finansowe
przedsiebiorstw MSP - przyktad Polski

ABSTRACT

The problem of managing financial resources in a turbulent
environment focuses on the entrepreneur's recognition of the
impact of a changing climate on the consequences of their
actions. Therefore, the article attempts to assess the effects of
the pandemic on business by identifying access to financial
resources in the Small and Medium-sized Enterprises (SME)
sector. The study was conducted in the Lower Silesian
voivodeship. A questionnaire survey was used in the research
technique, and the collected data were subjected to statistical
processing (SPSS). Verification of the research question
concerning the environment's influence on enterprises'
activities showed their predominantly negative influence. The
assumptions made in selecting the research sample allow for
the formulation of a thesis of broader universality, which
should be confirmed in further research, which is an essential
contribution to the discussion.

Keywords: pandemic, financial resource management, SME
sector, business environment impact, Lower Silesian
Voivodeship.

INTRODUCTION

In a turbulent environment like the pandemic, the problem of
financial resources management acquires particular impor-
tance in enterprises belonging to the SME sector, where access
to financing sources and resources is limited (Alshami, 2019;
Bretherton & Chaston, 2005; Owusu et al., 2019; Sipa et al.,
2015; Wach, 2008, 2012; Wasiuzzaman, 2019; H. Zhang et al.,
2018) and there are no cash reserves (Ghalke et al., 2022). Such
business specificity is a difficult barrier to overcome, empha-

STRESZCZENIE

Problem zarzadzania zasobami finansowymi w turbulentnym
otoczeniu skupia sie na zrozumieniu przez przedsiebiorcéw
wplywu zmieniajacego sie otoczenia na konsekwencje swoich
dziatan. Dlatego w artykule podjeto prébe oceny wptywu
pandemii na dziatalnosci gospodarcza poprzez identyfikacje
dostepu do zasobéw finansowych sektora matych i srednich
przedsiebiorstw (MSP). Badanie przeprowadzono na terenie
wojewddztwa  dolno$laskiego. W  technice badawczej
zastosowano badanie ankietowe, zebrane dane poddano
opracowaniu statystycznemu (SPSS). Weryfikacja pytania
badawczego dotyczacych wptywu otoczenia na dziatalnosé
przedsigbiorstw wykazata ich przewaznie negatywny wptyw.
Zatozenia przyjete w procesie doboru préby badawczej
pozwalajg na sformutowanie tezy o szerszej uniwersalnosci,
ktéra powinna zostaé potwierdzona w dalszych badaniach co
stanowi to istotny przyczynek do dyskus;ji.

Stowa Kkluczowe: pandemia, zarzadzanie zasobami
finansowymi, sektor MSP, wplyw otoczenia biznesowego,
wojewodztwo dolnos$laskie.

sizing the importance of proper resource management, which
entails a comprehensive system of evaluating the use of these
resources (Nogalski & Niewiadomski, 2020). Adequate atten-
tion to this type of action is needed since the market does not
tolerate mistakes, and their consequences may be the com-
pany's demise (Parkitna, 2020). Legal restrictions, mainly
temporary or permanent industry restrictions (Chaber et al.,
2020), affect the financial situation of enterprises. In such
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business conditions, the impact and management of financial
resources have remained independent of the management
skills of managers or owners. Previous paradigms of action
ceased to be effective. Closing specific industries has resulted
in a lack of revenue and, thus, an inability to generate new
financial resources. However, the need to shift to e-commerce
has compelled the creation of new distribution channels. The
authors of this study were prompted to examine the opinions
of business entities regarding the legal regulations created at
the time, which affected access to financial resources and the
efficiency of business operations over a more 2-year period of
dealing with the pandemic and its consequences.

Therefore, this study aims to assess the pandemic's im-
pact on SME business conduct by identifying access to finance.

1. LITERATURE REVIEW
Periods of crisis for SMEs can be extremely difficult for them,
especially regarding financing channels. When economic con-
ditions and the business environment are too onerous for
SMEs, the competition that stimulates innovation disappears
(Gur et al., 2023). The financial shocks caused by COVID-19
were unexpected and do-tactic. SMEs saw a massive drop in
demand for their products and services due to nationwide
blockades and changes in consumer attitudes. Although rev-
enues fell significantly, SMEs' financial liabilities remained
broadly stable (Kaya, 2022). The main reasons SMEs were un-
able to resume work were a shortage of workers, most of
whom were strictly restricted by government regulations, re-
duced market demand, and a shortage of products to prevent
the pandemic (Liu et al., 2022). Declining sales, business dis-
ruption, and uncooperative behavior by distributors caused an
immediate liquidity crisis and made them reluctant to apply
for loans for fear of bankruptcy (Hossain et al., 2022). The
emerging economic consequences of the Covid-19 outbreak
drastically altered the capacity-building aspirations of SMEs,
and the ability to raise short- and long-term finance was se-
verely limited during the pandemic (Liu et al., 2022), which
necessitated the search for alternative solutions (Yao & Liu,
2023). The problems of increasing ongoing fixed costs during
the pandemic contributed to an increase in the risk of SME in-
solvency, which rose on average by around 10% at the out-
break and by 21% during the pandemic (Kaya, 2022), which
had a significant impact on supply chains and industry. The
situation was worse when the SME needed more resources (Ali
et al., 2021). National economies have introduced support
programs for SMEs, but their effectiveness has been perceived
differently by operators in the sector (Kochaniak et al., 2023).
The literature shows that the effectiveness of European aid
programmers could have been better, with most of the support
not reaching the companies most affected by the crisis (D.
Zhang & Fang, 2022). Different national economies applied
different solutions. Sanctioning policies generated additional
costs for SMEs wishing to leave the market.

Policies based on a subsidy per unit produced effectively
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prevented SMEs from leaving the market (Hafezalkotob et al.,
2023). adaptation has benefited from greater flexibility and
adaptability to endogenous and external shocks such as
COVID-19 (Skare et al., 2023). There has been an overwhelm-
ingly positive response from businesses that have shifted their
focus to daily necessities and life-saving products (Hossain et
al., 2022). The increased use of ICT computing and Industry
4.0 during the COVID-19 pandemic helped SMEs improve
sterilization and, post-pandemic, product innovation. From a
relationship marketing perspective, the COVID-19 pandemic
unleashed the power of the digital environment in promoting
personalized solutions that can help SMEs develop effective
strategies quickly (Bettiol et al., 2022).

The literature demonstrates that in a dynamic, high-risk,
uncertain environment, there is little or no frame of reference
where causal thinking can be taken into account and that effi-
ciency is the basis for an effective, appropriate response to
minimize investment and react quickly as the situation devel -
ops (Simms et al., 2022).

The empirical investigation was carried out to find an-
swers to the set research problem, which took the form of the
following question:

Q1. How do entrepreneurs assess the impact of a pandemic on
a firm's financial resources?

The following methods were used to answer the research
question: critical literature analysis and quantitative methods.
A grounded theory methodology was used, which entails the-
ory building based on collected empirical data (Glaser &
Strauss, 2009).

2. METODOLOGY

In 2020, a survey was conducted on the impact of the pan-
demic on the financial resources of enterprises measured by
profit and operating funds. The sample included 100 business
owners from Lower Silesia. Because of the direct method of the
survey conduction, this region of Poland was chosen as a rep-
resentative region. The sample selection can be purposive, as
it involved only the owners of companies that operated during
the pandemic who agreed to be directly surveyed. Based on the
Institute for Territorial Development's report (Zathey et al.,
2021), the total number of business entities is estimated to be
approximately 380,000. Therefore, on this basis, a minimum
representative sample of 96 questionnaires was determined,
with a confidence level of 95% and a maximum standard error
of 10%.

3. RESULTS

The study results presented here are only a slice of the total
analysis Parkitna (2020) conducted during her research. All
parts of the survey questionnaire were tested for reliability and
based on the calculated Cronbach's Alpha coefficient (Table 1),
the level of which indicates a reliable survey presented in the
described slice. The obtained values of Cronbach's Alpha co-
efficient confirm the reliability of the conducted study.
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Table 1 Summary of Cronbach's coefficient for 7 Scales of the survey ques-

tionnaire
Cronbach’s
Scale vaite

Scale Political and legal factors directly affecting 0.891
financial resources ’
Scale Political and legal factors that indirectly

h . 0.950
affect financial resources
Scale Business conditions resulting from

. 0.881
pandemics

Source: Original research results

For the detailed components of the question on the direct
effect of the pandemic on the financial resources of the com-
pany, the respondents most often gave answers with a weight
of 2 - It causes a reduction in revenue and income, and with a
weight of 1 It poses a real threat of bankruptcy - a total lack of
sales revenue and income, which is a total of more than 66%
of the total answers given (Table 2).

Table 2 Statistical description — financial resources

. . Cumulative
Financial resources Frequency percentage
A real threat of bankruptcy
Weight=1 | — a total lack of income 30 30.0
from sales and revenues
Weight=2 It causes a reduction in 36 66.0
revenue and income
Weight=3 | It hasno impact 12, 78.0
: It results in increased
Weight=/ revenue and income B L
It is a development
Weight=s | OPportunity ~ for  the 14 100.0
enterprise — a significant
increase in revenue
Overall 100 100.0
Average 2.4000
Standard deviation 1.36330
Variance 1.859
Skewness 0.801
Standard error of skewness 0.241
Kurtosis -0.577
Standard error of kurtosis 0.478

Source: Original research results

The presented values of the variable, financial resources,
have a mean distribution of 2.40, while the standard deviation
is 1.36. After analyzing the variable's dispersion measures, we
found a variance of 1.859. The distribution's kurtosis is less
than zero and amounts to — 0.6577, indicating a platy kurtosis
flattened distribution of the variables. The standard error of
kurtosis is 0.478. The analysis of financial resources' skew-
ness revealed a positive skew in the distribution. It means that
too many responses with low values of 1 or 2 were obtained
during the survey, which implies a real threat of bankruptcy or
a reduction in sales revenue and confirms the respondents’
feelings about the negative impact of the pandemic on the
level of financial resources of the surveyed companies.

In the formulation of the questionnaire, a range scale
based on a five-point Likert scale was used, which was found
tobethemost appropriate (Kaczmarek & Tarka, 2013) where
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the individual weights assigned to the answers indicate: 1 —
definitely hinders doing business, 2 — hinders doing business,
3 — irrelevant = have a neutral impact, 4 — supports doing
business, 5 — definitely supports doing business — the oppor-
tunity for growth).

Analyzing the impact of the political environment Q1:
Respondents were asked to evaluate the effect of selected fac-
tors of the political and legal environment that directly affect
financial resources. Upon evaluating the results, it was noted
that entrepreneurs identify a negative impact of the following
direct factors of the political and legal environment on finan-
cial resources:

- legal changes regarding income tax, which was declared by
54% of respondents,

- changes in VAT, as declared by 61% of respondents,

- legal changes regarding the way of conducting business ac-
tivity, as declared by 52% of respondents,

- ecological regulations, as declared by 50% of all respon-
dents,

- stability of government policy as declared by 49% of all re-
spondents.

Respondents were asked to evaluate the influence of the
political and legal environments in terms of their indirect
effects on financial resources. In assessing the results ob-
tained, it was noted that entrepreneurs identify a negative im-
pact of the following indirect factors of the political and legal
environment on financial resources:

- excessive bureaucracy (number of obligations imposed on
entrepreneurs), as declared by 70% of respondents,

- consequences of clerical decisions, as declared by 66% of
respondents,

- litigation settlement period, as declared by 62% of respon-
dents,

- staff turnover and lack of qualified personnel in the market,
as declared by 52% of respondents,

- change in interest rates as declared by 50% of respondents.

Evaluating the government regulations introduced as a
result of the pandemic, it can be concluded that identified from
market observations of companies' activities in the market
confirmed the negative impact of:

- restrictions on the import of goods and materials, as de-
clared by 71% of respondents,

- restricting product exports, as declared by 51% of respon-
dents,

- deferring receipt of dues, as declared by 51% of respon-
dents.

Inability to provide services full-time, 46 % of respon-
dents indicate its negative impact, while 28 % need a well-es-
tablished opinion.

The positive impact of introduced regulations:

- deferral of social insurance contributions, as declared by
76% of respondents,

- deferment of lease repayment, as declared by 51% of re-
spondents,
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- possibility of loan repayment deferment, as declared by
62% of respondents,

- government financial support, as declared by 61% of re-
spondents,

- tax credits, as declared by 65% of respondents,

- change of fuel prices, as declared by 57% of respondents,

- temporary suspension of activities as declared by 45% of
respondents.

CONCLUSIONS

The assumption of the impact of the environment on financial
resources during the pandemic was verified in the research
question. The alternating opening and closing of the economy,
as well as other regulations limiting company freedom of oper-
ation, have negatively impacted the financial situation of most
companies studied. For this reason, the surveyed entrepreneurs
rate most legal environment factors as negatively affecting
their business operations. Given most respondents' opinions,
business security during a pandemic was threatened.

However, this result was dictated by the survey con-
ducted among still-opened companies thriving on the market.

To summarise the study in terms of the research ques-
tions posed and hypotheses tested, the entrepreneurs polled
were highly critical of the legal and political changes imple-
mented in the environment.

Given the epidemiological situation in Poland, the legis-
lator's political and legal actions are justified. Additional
doubts are raised by the large scale of the legislator's interfer-
ence in the indicated freedom and, according to the respon-
dents, the low effectiveness of state assistance, which only
compensated sufficiently for the losses incurred by en-
trepreneurs in a few cases. As a result, respondents from in-
dustries operating in the pandemic continue to assess its
impact on financial resources and the relationship between
economic resources and the sourcing of natural resources for
production negatively.
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