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Abstract: The spread of the COVID-19 pandemic has caused an interruption to everyday life and the economy.
In many countries, as in Croatia, tourism revenues account for one-fifth of the GDP, so any reduction in tourism
revenues significantly impacts the economy. In Croatia, the peak season, July and August in 2020, was 54 percent
and in 2021 was 84 percent of 2019 arrivals due to a better epidemiological situation. Based on the result of listed
companies in the touristic sector on the Zagreb Stock Exchange in 2020, a multiple regression analysis defined a
common indicator for detecting business results. The model of the common indicator is based on the ROE
indicator, the ratio of business revenue and total assets and financial strength. The entire economy, especially the
hotel industry, cannot survive the COVID-19 crisis without government support measures.
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1 Introduction

The second year of the global pandemic COVID-
19 crisis is passing. Life worldwide is starting to
normalise, but only with COVID certification or
vaccinated people. At the end of 3Q 2021, the world
is going through the fourth wave of the corona crisis.
The whole economy is feeling the effects of the
corona crisis, and the tourism sector in particular.

The 2021 tourist season is far better than the 2020
season, primarily due to the invention of the covid
vaccine for many tourist destinations. In addition,
Croatia took advantage of the touristic season due to
a better epidemiologic situation than their concurrent
in 2021.

In the spring of 2020, almost all countries in the
world introduced restrictive  epidemiological
measures to curb the spread of the coronavirus
pandemic, primarily with total or partial lockdown,
international travel restrictions and border closures.
By mid-April 2020, almost 96 percent according the
UNWTO [1] of all world destinations had introduced
some form of restriction on the arrival of foreign
travellers. Furthermore, tourist traffic declined in all
tourist destinations, as well as in Croatia, due to the
global pandemic COVID-19 crisis in 2020.

In Croatia, these measures have included partial
lockdown, closing borders, restricting travel,
adopting social distancing policies, banning large
gatherings and events, closing restaurants, bars and
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other catering activities. These measures have,
imminently and significantly, negatively affected the
hotel market, with many cancelled reservations and
guest absences. After the easing of measures, which
happened in three phases in Croatia, the tourism
business began its work in mid-May. As the
reservations arrived, hotels also opened some of their
facilities from May to July 2020. As a result, the
number of tourist nights in 2020 compared to 2019
decreased in all groups in commercial
accommodation. In 2020, there were 7.0 million
tourist arrivals and 40.8 million tourist nights in
commercial accommodation establishments, which
was 64.2 percent fewer arrivals and 55.3 percent
fewer nights than in 2019 [2]. By tourists from
Germany (33.0 percent), Slovenia (13.28 percent),
Poland (12.43 percent), and other neighbouring
countries realised the most foreign tourist nights in
2020.

In 2020, Croatia achieved 50 percent of the result
in 2019, measured by overnight stays. When it finally
seemed that the tourist season would exceed initial
expectations due to an increase in the number of
infected in August 2020, some countries put Croatia
in the red zone in the second half of August, and
foreign guests had to leave Croatia or cancel
reservations. In the first year of the coronavirus
pandemic, the number of tourist nights returned to the
level of 20 years ago in Croatia [2]. Due to the

Volume 18, 2021



WSEAS TRANSACTIONS on BUSINESS and ECONOMICS
DOI: 10.37394/23207.2021.18.120

significant impact of seasonality and high sensitivity
of the tourism sector to the corona crisis, this paper
aims to:

1) investigate how the corona crisis affected the
business operations of hotel companies listed on the
Zagreb Stock Exchange based on the 2020 results;
2) examine the situation in the tourism sector during
the peak season in two pandemic years.

The following hypotheses are:

H1: The corona crisis has caused the deterioration of
the business of listed hotel companies almost to the
point of closing companies in 2020
H2: There is a statistically significant correlation
between the government support in corona crises and
financial results
H3: There is a statistically significant correlation
between the number of tourists in arrivals and nights,
GPF, Inflation and ECDC Zone.

The paper consists of six (5) parts including, the
introduction and the conclusion. The remainder of the
paper is organized as follows. Section 2 recalls the
literature of theoretical and empirical studies that
have examined various factors of COVID-19 in the
tourism sector. Section 3 describes the methodology,
the empirical data and analysis obtained by the
research of the 22 companies on the Zagreb Stock

Exchange and statistical touristic data in July and
August. Finally, section 4 reports the discussion of
the obtained results.

2 Literature review

The COVID-19 pandemic, after the initial boom
in the second quarter of 2020, took over life and
business throughout 2020 and continued into 2021.
Tourism accounted 10 percent of the GDP, 12
percent of the EU employment, according to the data
for 2018, and 19.8 percent in Croatia. According to
the EBRD, the tourism revenues exceed one-fifth of
the GDP [1] in Croatia, Georgia, Greece, Albania,
Montenegro and Cyprus. The higher the tourism
share in GDP, the more significant the impact of the
tourism sector on the entire economy of a country.

Pandemics have a severe negative impact on
economic activities, at least in the short run. Crises,
[3] among other things, have to offset and cascading
effects (disruption of services, travel and others).
Companies in the US have dramatically reduced job
vacancies from the 2nd week of March 2020 [4].

Partial or complete lockdown is disastrous for the
whole economy and especially for the tourism
industry. The increasing number of lockdown days,
monetary policy decisions and international travel
restrictions imposed at the peak of the coronavirus
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crisis severely affected the level of general economic
activities [5].

In the first months of the Covid-19 pandemic,
small tourism businesses were most affected [6].

Decreased income, job loss and the inability to
quickly find a new job mark consumption. Each crisis
leaves a mark on the number of employees and the
possibility of finding a new job, which was
confirmed in the [7] survey that about 50 percent of
the working population might not find work.
Aggregate consumption fell by 9.3 percent over 32
weeks [8].

On the online survey of 500 US consumers find
that 28 percent of the respondents in that survey
delayed/postponed future travel plans and that 40
percent forewent food purchases [9].

International tourist arrival data from 221
countries/regions from 1995-2018. The results of
this study reveal that the network density of
international tourist flows is increasing [10].

The tourism industry faces multiple changes
(economic crises, climate change, technology
innovation). Because of the tourism vulnerability, the
paper proposes a holistic model to measure
organisational resilience [11].

Innovations are one way out of the crisis [12, 13].
Innovation reinforces capabilities that positively
influence risk management capability [14]. One is to
developed a mobile application for tourism. The case
study "Calarcheo Park", [15] shown the experience
of a real immersion through a journey in virtual
reality.

In their study authors [16] present travellers’
reactions during the pandemic trends outlined by
adopting text mining techniques The Trip Advisor
forums had approximately 75,000 travellers’
comments between December 30, 2019, to March 15,
2020, and 23,515 cases from the US, Europe, and
Asia forums. The results reveal that the tourism
sector is easily affected by global crises at the
beginning of lockdown in many countries. The
countries with a high share of tourism in GDP, like
Croatia (20 percent) had a big decreasing of their
growth. In the crises time, demand for tourist travel
depending on the level of income of tourists’ origin
countries and the price level in Azerbaijan [17] or
some other countries. In Covid-19 crises touristic
demand also depends on the epidemiological
situation in the countries.

The vast majority of the studies questioned the
tourism effects of COVID-19 focus on regional
impact analysis. The COVID-19 outbreak has had a
devastating effect on the world economy as well as
Indonesia’s economy [18], especially the travel and
tourism sector, which experienced losses of US$500
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million per month. Bintan’s tourism [19] sector
dominates by foreign tourists from China and other
neighbouring countries like Singapore and Malaysia.
The decline of tourists, due to the COVID-19
outbreak, has affected businesses related to Bintan’s
tourism sector, such as hotels, gift shops, and local
fishermen. Ischgl, a popular ski town in the Austrian
Alps was the first source of COVID-19 pandemic in
2020. Ski town with 492,798 tourists arrived in the
2018/2019 season from over 20 different countries,
finished the ski season in 14 March, 2020. [20]. A
few countries decided to postpone the reopening of
ski areas in 2021, but it not finds evidence to support
the association between COVID-19 spread and skiing
[21]. The effect of global travel restrictions is an
opportunity to reconsider a transformation of the
global tourism system [22]. The post-COVID-19
tourism industry need to be more economically
equitable, more socially and more environmentally
sustainable [23].

Tourism industry depend not only the financial or
health crises, but also about of terrorist activities.
Many countries participation in all anti-terrorist
activities. Azerbaijan [24] takes the 103rd place out
of 163 countries in the terrorism index and make a lot
of efforts and funds for anti-terrorist activities to
support the development of tourism.

In crises or not, a government need to optimize the
structure of tourism development [25] and promote
the development of a complex ecosystem with smart
tourism, global tourism, and ecotourism as the main
body to established. development of tourism and
poverty alleviation efficiency.

3 Methodology, empirical data and
analysis

The research covers the pandemic COVID-19
situation in two diverse topics: business results of
listed hotels companies in 2020 and tourism as a
sector during the peak seasons in two pandemic
years.

A sample of all 22 hotel companies’ business
operations in sector I - Accommodation and food
service activities, whose stocks are listed on the
Zagreb Stock Exchange used in the research.

All data calculated from the financial statements
for the year 2020. Financial data for the current and
previous year are in the yearly financial statement.
All listed companies are required to apply The
International Accounting Standards and the data are
comparable. All companies worked with a reduced
capacity during the pandemic COVID-19.
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Data for peak touristic seasons is collected from
the touristic statistic for July and August for 2021,
2020 and 2019.

Multiple regression analysis was used in the paper
together with Descriptive Statistics and Correlation.
Multiple regression is a statistical technique has used
to analyse the relationship between a single
dependent variable and several independent
variables. The objective of multiple regression
analysis is to use the independent variables whose
values are known to predict the value of the single
dependent value. Each predictor value is weighed,
the weights denoting their relative contribution to the
overall prediction. Multiple regression analysis uses
to find the strongest business indicators that indicate
the business results of hotel companies in Croatia
during the corona crisis.

The equation of the multiple regression function,
in Unstandardised model, takes the following form:

M)

In the multiple regression function Y is the
dependent variable which is calculated to show the
business results of touristic companies or the model
PROF - the function of predicting business
performance. The variable  XI1,...,.Xn are the n
independent variables such as the indicators of
liquidity, indebtedness, activities or profitability
touristic companies calculating from annual financial
reports. In calculating the weights, a, bl,...,bn,
regression analysis ensures maximal prediction of the
dependent variable from the set of independent
variables. The variable b0 present the constant. The
constant in the model represents the average value of
the dependent variable when all independent
variables are equal to zero.

The equation of the multiple regression function,
in Standardised model, takes the following form:

Y =ho+ bixs + boxo +.... + bk

Y = bixa + baxo +....+ bixk 2

In  the multiple regression function in
Standardised model is the same variable, but without
constant. Y is the dependent variable which is
calculated to show the business results of touristic
companies or the model PROF - the function of
predicting business performance. The variable
X1,...,Xn are the n independent variables such as the
indicators of liquidity, indebtedness, activities or
profitability touristic companies calculating from
annual financial reports. In calculating the weights, a,
bl,....bn, regression analysis ensures maximal
prediction of the dependent variable from the set of
independent variables.
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Based on the financial statements data for the 22
hotel companies listed on the Zagreb Stock
Exchange, the indicators most commonly used to
predict business difficulties were used [26], along
with the ones used to indicate business excellence
[27].

After that, to extract the liquidity, indebtedness,
activity and profitability indicators, which best
outline the situation in the hotel companies at the time
of the corona crisis, given the specifics of the
Croatian economy, use the method of analysis and
comparison.

The liquidity indicators used in the first indicator
calculation are gross working capital, net working
capital, the ratio of gross working capital to total
assets.

Indebtedness indicators used in the first indicator
calculation are net debt /EBITDA, debt to equity
ratio, financial ratio and financial strength.

The activity indicators used in the first indicator
calculation are the turnover ratio of total assets.

Profitability indicators used in the first indicator
calculation are EBIT, EBIT/A, EBITDA,
EBITDA/A, ROA, ROE, gross profit margin and net
profit margin, gross profit /asset and net profit/asset.

The multiple regression function was used the
enter method option, with a critical value for input
and output of 0.01.

All variables were used in creating the model are
shown in Table 1.

Table 1: Descriptive Statistics

Descriptive Statistics

Aberration Mean Std. Deviation N
PROFIT/LOSS P/IL 1.545 0.504 44
EBIT EBIT -6,331,690.417 115,868,738.822 44
EBITDA EBITDA 67,057,681.742 153,238,698.276 44
NETO ND 367,735,054.335 637,407,701.454 44
DEBTS
ND/EBITDA | ND/EBITDA -278.929 1918.465 44
EBIT/ASSET EBIT/A 0.000 0.125 44
S
EBITDA/A EBITDA/A 0.048 0.122 44
ROA ROA -0.003 0.123 44
ROE ROE -0.020 0.176 44
GROSS PROFIT GPM -2.404 10.452 44
MARGIN
NET PROFIT NPM -2.307 10.328 44
MARGIN
GROSS GWC 136,045,648.085 211,971,716.485 44
WORKING
CAPITAL
NET WORKING NwWC 14,157,256.676 185,431,632.316 44
CAPITAL
GROSS GwWC 0.126 0.116 44
WORKING
CAPITAL/ASSE
T
NET WORKING NwC 0.037 0.138 44
CAPITAL/ASSE
T
GROSS GP/A -0.006 0.125 44
PROFIT/ASSET
TOTAL ASSET TAT 0.199 0.140 44
TURNOVER
FINANCIAL FR 0.577 0.382 44
RATIO
FINANCIAL FS 1.923 8.753 44
STRENGTH

Source: Author

E-ISSN: 2224-2899

Vlasta Roska

Table 2 shows the elements of the first Model
summary with all independent variables. The model
is statistically significant p < 0.001, and all variables
explained 80.5 % of the dependent variables result of
the financial year (P/L). In the first model. all
independent variables are not significant.

Table 2 Model — 1st step

Model Summary?

Std.

Error of
Adjuste | the Durbi
Mode! R RSquare | dR Square | Estimate | n-Watson
1 807 0805 664 29| 2613

a. Predictors: (Constant). F S. GWC, ND/EBITDA. NPM, EBITDA, FR, GWCIA,
TAT, ND, ROE, NWC, WCNIA, EBIT, EBITDA/A, GP/A, ROA. GPM. EBIT/A
b. Dependent Variable: PIL

Source: Author

In the second step, the development of the model
has included only three statistically significant
variables (p < 0.001), ROE, TAT and FS, connected
with dependent variable result of the financial year
(P/L).

In table 3 shows the correlation of statistically
significant independent variables. Person Correlation
coefficient shows that the independent variables are
related to the dependent variable with a negative sign;
decreasing one variable increases the other variable,
ROE (rl = -0.619). TAT (r2 = -0.751) i FS (13 = -
0.344). According to the correlation coefficient (r
<0.8) is evident that no multicollinearity is present.

Table 3: Correlations

Correlations
PIL ROE TAT FS
Pearson PIL 1.000 -619 - 151 -3
Correlation ROE -619 1000 505 10
TAT -l 605 1,000 4%
FS - 344 710 4% 1.000
Sig. (L4ailed) ~ PIL 000 00 ol
ROE 000 000 000
TAT 000 000 000
FS 011 000 000
N PIL 4 4 4 4
ROE 4 4 4 4
TAT 4 4 4 4
FS 4 4 4 44

Source: Author
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The model PROF - the function of predicting
business performance used the three independent
variables ROE, TAT and FS. The independent
variables are explained in Table 4.

Table 4: Formulas for calculating the PROF ratio

Description Counter Denominator
X 1 = PROFITABILITIES -|  NETPROFIT (NP) EQUITY (E)
ROE
X, = ACTIVITY INDICATOR- | BUSINESSREVENUE(BR) | ASSETS(A)
TOTAL ASSETS  TURNOVER
RATIO (TAT)
X3=FINANCIAL STRENGTH | 5*(NET PROFIT+|  TOTAL DEBT
DEPRECIATION+
AMORTIZATION)

Source: Author

In table 5 shows a model PROF summary. Selected
independent variables, ROE, TAT and FS explain
64.3% PROF models of the dependent variable P/ L.
The result of the Durbin-Watson test should have a
value of about 2. The model has a value of 2,048 that
indicates the absence of autocorrelation, or it says
that the residual deviations are not correlated.

Table 5. Model PROF Summary
Model Summary®

Mo R Adjused ~ R|  Std. Eror of the |  Durbin-
del R | Square | Square Estimate Watson
1 802|643 616 312 2,048

a

a. Predictors: (Constant). FS, TAT, ROE
b. Dependent Variable: PIL

Source: Author

Table 6 shows the ANOVA Test of Model PROF.
The results of the ANOVA with F-ratio indicate a
statistically ~ significant  contribution of the
independent variable in the explanation of the
dependent variable. ANOVA provides an answer if
the tested regression model explains a statistically
significant proportion of variance. When the p-value
of the F-ratio is greater than 0.05, it is concluded that
the independent variables do not predict the
dependent variable statistically significantly. When
the p value of the F-ratio is less than 0.05, it is
concluded that the independent variable statistically
significantly predicts the dependent variable, ie that
the regression model statistically significantly
predicts the variance of the dependent variable. The
F-ratio tests the statistical significance of the
coefficient of determination or explains to what
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extent the statistically significant influence of
determining independent variables on the dependent
variable is. The value of F-ratio refers to the complete
model. In the PROF model is a statistically
significant contribution of the variation of the
independent variables ROE, TAT and FS in the
explanation of the dependent variable result of
business performance touristic companies (F 3, 40 =
23.977, p <0.001). According to the result it can
conclude that the regression model PROF in the
whole statistically significantly predicts the business
performance. In multiple regression analysis, the
statistical F-ratio does not necessarily mean that all
variables contribute statistically significantly to the
explanation of the variance of the regression model.

Table 6. ANOVA
ANOVA?

Mean
Square F

231 | 391

097

Sum- of
Squares of
01 3
38% )|

Total 10.909 3
. Dependent Viariable: PIL

. Predictors: (Constant): FS, TAT, ROE

Model
Regression
Residual

Sig.
00e

Source: Author

The statistically significant contribution of an
individual variable to the regression model is
estimated by the table 7 Coefficients of the regression
model. Table 7 lists the model values in
Unstandardised Coefficients and Standardised
Coefficients as well as the tolerance coefficient and
VIF. The value of the Variance Inflation Factor (VIF)
determines the hidden relationships between the
variables. The assumption of collinearity of
independent variables is violated if the VIF is greater
than 10. In the model, the VIF is about 2 and therefore
the assumption of multicollinearity is not violated.
The tolerance index is needed to be greater than 0.2.
In the model, the tolerance is more than 0.4, which
confirms that the assumption of collinearity of
independent variables is not violated. Standardised
coefficients are used in the model to ensure the
comparability of the variables of the multiple
regression model. The standardised beta regression
coefficient indicates the contribution of an individual
variables to the regression model. The t-test indicator
calculates, which individually tests the statistical
significance of the contribution of each independent
variable to the regression model.
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Table 7. MODEL PROF

Coefficents®
Unstandarcised | Standard. Collineariy
Coeffcients Coeff, Statistics
St Toleran
Model B | Emy Bela | Sig. | ce VIF
(Constant) 11983 | .00 19403 {.000
ROE |-1246 | 422 | -6 |-2%5 (005 |40 |2438
TAT 280 | 49 | 62 523 |00 |65 | 1600
S (o8 08 | 213|200 |00 | 489 |2046

2. Dependent Variable: PIL

Source: Author

According to the results of multiple regression
analysis, p-value for all regression coefficients is less
than or equal to 0.05. The null hypothesis according
to which the regression coefficients are equal to zero
(0) is rejected, that is, it is confirmed that the
contribution of each independent variable is
statistically significant in the multiple regression
model.

The function in a standardized form is:
PROF = (-0.436) x1 + (-0.622) x2 +0.273x3 (2)

PROF = (-0.436) ROE + (-0.622) TAT +0.273 FS
®3)

Predictive ability of independent variables ROE,
TAT and FS are justified because all non-basic
variables contribute statistically significantly to the
model. In table 7, in addition to the values of
individual coefficients of independent variables, the
t-test indicator is also calculated. T-test, individually
tests the statistical significance of the contribution of
each an independent variable in the PROF model.

The first variable in the model is ROE. ROE has
the statistically significant predictive power in
explanation of result of business performance
touristic companies (bl = - 0.422, t = -2.955, p <
0.005). The second element in the model is total
assets turnover ratio. TAT has the statistically
significant predictive power in explanation of result
of business performance touristic companies (b2 = -
0.626, t= -5.203, p <0.001). The third element in
PROF formula is financial strength. FS has the
predictive power in explanation of result of business
performance touristic companies (b3 = 0.273. t =
2.020, p < 0.050).

Each unit increase in the value of the ROE ratio
reduces the value of the P / L operating result by
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0.436, provided that the other variables remain
unchanged. Each unit increase in the value of the
TAT coefficient reduces the value of the P / L
operating result by 0.626, provided that the other
variables remain unchanged. Each unit increase in the
value of the FS coefficient increases the value of the
P / L operating result by 0.273, provided that the
other variables remain unchanged.

The obtained PROF coefficient can be ranked in
more detail in the following groups:
PROF <0. i.e., negative - the company is facing
difficulties, the higher negative result indicates that
the company is facing serious business difficulties
that may lead to bankruptcy
PROF =0 < 1 - the company is in the grey zone
PROF> 1. i.e., positive - the company is doing well,
the higher the positive result, the higher the liquidity
and profitability of the company and the more secure
the company are in its future.

In graph 1 is shown the arrivals and night index in
July and August in 2021, 2020 and 2019. In a peak
season, 2021 was 55.65 percent more arrivals and
40.32 percent more nights according to 2020, and
84.44 percent arrivals and percent nights of 2019, a
year before COVID-19. Domestic guests (96.41
percent of overnight stays compared to 2019)
contributed the results. In 2020, it was 54.24 percent
arrival and 62.62 percent of nights of 2019.

Graph 1. Arrivals and nights in July and August index
2021,2020, 2019

ARRIVALS AND NIGHTS IN JULY
AND AUGUST 2021, 2020 AND
2019

50,00 100,00 150,00 200,00

index 2020./2019.

index 2021./2019.

index 2021./2020.

Total mDomestic M Foreign

Sources: Author according to [23].
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4 Discussion

In Croatia, the main feature of tourism is the
seasonality, i.e., the duration of the tourist season on
the Adriatic from June to September. The main
tourist season is in July and August, and June and
September belong to the pre-season and sub-season.
Foreign tourists realise the majority of overnight
stays and arrivals in Croatia.  Mediterranean
countries are Croatia's main competitors. The most
significant competitors are Malta and Cyprus.

The recovery of physical indicators began in mid-
June 2020. It intensified until the end of August,
when with the deteriorating epidemiological situation
in Croatia, many countries decided to significantly
tighten the travel conditions of their citizens to
Croatia, including Austria, Slovenia and
Germany. As a result, in 2020, the five main
markets (Germany, Slovenia, Poland, the Czech
Republic and Austria) accounted for almost
three-quarters of the total number of overnight
stays, an increase of more than 20 percentage points
compared to the same period the year before.

The pandemic had a strong and negative impact
on tourism in 2020. As a result, the structure of
Croatian tourism has changed, with a significant
increase in the concentration of the emitting markets
for which Croatia is predominantly a road
destination, while a further decrease in the share of
tourists from countries from which they mainly arrive
by plane.

The dynamics of tourism activity differed
significantly at the regional level. Counties in which
guests from road destinations dominate the structure
stood out with the lowest rates of decline in tourist
activity of foreign guests. This is especially true in
the Istria and Zadar counties, where the recovery
began significantly in mid-June 2020. They were
later joined by the Split-Dalmatia and Sibenik-Knin
counties, where a more intensive recovery began in
mid-July. The worst results of all Adriatic counties
during the entire season are Dubrovnik-Neretva, i.e.,
the city of Dubrovnik, which usually records a
significant number of arrivals by air.

The dynamics of tourism activity at the regional
level are shown in table 8. Domestic tourists saved
the 2020 season. In July and August 2020, overnight
stays in the Adriatic region were 63 percent
compared to the 2019 season, with 91 percent
domestic guests and only 59 percent foreign guests.
The peak Adriatic season 2021 was 40 percent better
than 2019, 64 percent better in Dubrovnik-Neretva
countries and 54 percent more in Istria.
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Table 8. Nights of registered tourists for the period
July to August 2021/2020/2019 by counties (all

capacities)

index 2021/2020 index 2021/2019 index 202012019
Counties |DG |FG |Total (DG [FG |Totdl |DG |[FG Total
Istria 16 |15 |14 103 |91 [154 |89 5 | 60
Kvarmer 102 | 134 (128 |87 |8 |18 |85 65 68
LikaSenj |9 |14 |135 |84 |85 |18 |87 5 | 63
Zadarska | 109 (132 |14 |95 |89 (124 |87 67 | 73
Sibenik-
Knin 07 (142 1133 |90 |86 (133 |84 60 | 65
Split-
Dalmatia {107 |151 [145 |118 |85 |145 | 5% | 60
Dubrovnik-
Neretv. 100|176 164|135 |75 |164 B @ | a
TOTAL
Dalmatia 107 |146 [137 [100 (84 |137 |93 %8 | 63
TOTAL
Adriaic | 106 | 146 |140 |96 |87 [140 |91 5 | 63

Sources: Author according [23]

Tightening epidemiological measures makes
potential travelers more cautious. More and more
tourists have changed their habits to preserve their
health. They have opted for other possibilities like
family accommodation facilities, camps or nautical
tourism (Graph 2). Most of the tourists try to avoid
hotel accommodation. In the main tourist season
months, the smallest decline was in tourist resorts,
camps, and private accommodation. The most
significant decline was in hotels and hostels.

Graph 2. The tourist nights in July and August 2021,
2020 and 2019

THE TOURIST NIGHTS IN JULY

AND AUGUST
450,00
400,00
350,00
300,00
250,00
200,00
150,00
100,00 I I I I
50,00 Ll L In i
o
& & o0 E
T &E L F X¢ > @@ LB
NS & E ®
K PO o(\/
((-\\\A RS X
(<’Z> ‘2‘

M Index 21/20 mIndex21/19 Index 20/19

Sources: Author according to [23]
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The Croatian economy recovery from the
financial crises 2008/09 only in the fourth quarter of
2014, and reached pre crisis levels only in 2019
(Graph 3). Data show that the pandemic has largely
led to a slowdown in the Croatian economy since
mid-March 2020. GDP was 2.9% in 2019 but -8.0%
in 2020. In 2020, the estimate shows that the
quarterly GDP in real terms for Q1 increased 0.2
percent according, but for Q2 decreased by 15.4
percent, for Q3 decreasing 10 percent and for Q4
decreasing 7 percent, as compared to the same
quarter of 2019. In 2020 Croatia recorded one of the
highest rates of Gross domestic products (GDP)
decline by 8 percent in Europe due to the fact that
tourism is about 20 percent of GDP. The economic
activity in the first quarter of 2021 shows a slowdown
in the real GDP decline by 0.7 percent, while in the
second quarter of 2021, realised significant growth of
16.1% compared to the same period of the previous
year. Economic growth in Q2 2021 is owing to the
growth of all GDP components, mostly personal
consumption as its biggest component. like
household spending in Q2 grew by 18.4 percent from
Q2 2020, after going down by 0.3 percent in Q1. The
export of goods and services rose by 40.9 percent,
owing to the significant recovery of tourism-related
services.

Graph 3. Gross domestic product in Croatia
GDP (real growth rates)
20

%

20

L | R (A [ N Y
2015 2016 2017 2018 2019 2020 2021

Quarterly rate of GDP

Source: [29]

In 2021 as a whole, the real GDP (Hrvatska
Narodna Banka, 2021) could increase by 6.8%,
which is a quantification that primarily reflects the
expectation of a strong recovery in tourism
requirements after the decline in the previous year
caused by the coronavirus pandemic. A relationship
of tourism development and economic growth is very
important issue for many countries [28] investigate
the relationship using a quantile mediation analysis
in Taiwan from 1990 to 2018. They found a exitance
of direct and indirect effect from tourism

B Gross domestic product (market prices)
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development to economic growth. From those
results, they “suggest that Taiwan’s government
should focus on the export growth if the government
wants to promote Taiwan’s economic growth when
the economy is in a recession, not focus on tourism
development .

Difficulties caused by coronavirus have led to
price increases in almost all sectors. As a result,
average annual consumer price inflation [29] could
accelerate to 1.7% in 2021 (from 0.1% in 2020) and
then slow slightly to around 1.5% in 2022.

In August 2021, compared to August 2020, that is,
at the annual level, the prices of goods and services
for personal consumption increased by 3.1% on
average, as shown in graph 4. Observed by the main
groups of the ECOICOP classification the highest
increase at the annual level [29] (August 2021
compared to August 2020) was recorded in the prices
in the group Transport, of 9.9% on average (the
largest contribution to the index increase of 1.32%),
followed by the increase in the group Alcoholic
beverages and tobacco, of 5.5% (contribution to the
index increase of 0.29%), Restaurants and hotels, of
4.4% (contribution to the index increase of 0.16%),
Food and non-alcoholic beverages, of 2.4%
(contribution to the index increase of 0.65%) and so
on.

Graph 4. Inflation in Croatia
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During the peak tourist season 2021, Croatia has
been on the green or orange region on the European
Centre for Disease Prevention and Control map, as
shown in picture 1. In the last week of August, the
Adriatic region and after that in September the rest of
Croatia added to the list of “red” regions, but thanks
to the standardization of travel processes within the
EU, tourist flows continue.
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Picture 1. Weekly-maps-coordinated-restriction-
free-movement
&

ecocC ‘"
=

14-day COVID-19 case notification rate
per 100 000 population and test positivity, EU/EEA
weeks 30 - 31

Source: [31]

The great tourist results in July and August 2021
were due to Croatia's good epidemiological situation
compared to competing countries, the vaccination of
guests and hosts, government support measures, and
good road connections.

Table 9 shows some of the listed companies'
results, such as business revenue, profit or loss,
government support, and PROF ratio for 2020 and
2019. Revenue from business operation in 2020 was
only 37% of 2019. As a result, all listed group of
hotels companies 2020 finished in loss, excepted one,
for the differences in 2019 where only three
companies had a loss and all others finished the year
in profit.

Table 9. Basic results of listed companies in 2020 and
2019

2019
8,134,173499
1,185,176,190

2020
3,016,597,785
-1,476,892,541
117,111,007
0.23

B. REVENUE
N. RESULT
G. SUPPORT
PROF ratio

1.05

Source: Author

The average PROF coefficient for 2020 was -0.23
and in 2019 was 1.05. Thus, almost all individual
indicators in PROF formula show a deterioration in
2020 compared to the previous period.

The listed hotel companies realized most revenue
during the peak touristic season in July and August
2020. However, July and August are the peaks of
each tourist season on the Adriatic, i.e., Croatia, in all
years, were the good and bad ones.

The first hypothesis: " The corona crisis has
caused the deterioration of the business of listed hotel
companies almost to the point of closing companies
in 2020 is confirmed.
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Since the start of the lockdown, the Government
has adopted packages of support measures to
preserve jobs and overcome the short-term liquidity
problem of entrepreneurs. Some of Government
measures are:1) salary for the preservation of jobs in
the sectors affected by a coronavirus (HRK 3.250 per
employee for salaries in March. or HRK 4.000) and
exemption and deferral of tax liabilities, 2) reduction
and deferral of payment of fees for the use of
concessions on tourist land 3) quarterly deferral of
tourist dues and 4) introduction of a moratorium on
credit obligations for clients with existing
placements.

In October 2020, the Government implemented a
new measure are carried out until ‘the CORONA
crises continue. A new scale for granting aid has been
introduced, especially for the measure of preserving
jobs. The measure of support for worker wages
continues for the most vulnerable sectors: 1) HRK
2.000 per worker for a turnover drop of at least 40
percent, 2) HRK 2.500 for a turnover drop of 45-50
percent, 3) HRK 3.000 for a drop of 50-55 percent,
4) HRK 3.500 for 55-60 percent, 5) HRK 4.000 per
worker for a drop in turnover of 60 percent and more.
Beneficiaries of current support measures for micro-
entrepreneurs (1-9 employees) receive support
regardless of the sector. The second measure refers to
the support of HRK 2.800 (so far HRK 2.000) for
shortening the working hours to 70 percent (so far 50
percent). The government’s main condition for the
support measures is that there are no layoffs from
employers.

All surveyed hotel companies that met the
conditions used all of the offered measures to
minimise the corona crisis's negative effects on
business in 2020 and 2021.

Table 10. Correlations
Correlations

B.REVENUE 20 | N.RESULT 20 | G. SUPPORT 20

B.REVENUE 20  Pearson 1 -152" 40
Correlation

Sig. (2-tailed) 000 052

N 2 2 2

N.RESULT20  Pearson -152" 1 - 066
Correlation

Sig. (2-tailed) 000 m

N 2 2 2

G.SUPPORT 20  Pearson 420 -66 1
Correlation
Sig. (2-tailed) 052

N 2

** Correlation is significant at the 0.01 level (2-tailed).

11

2 2

Source: Author
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In table 10 shows the correlation between
business revenue, net result and government support.
Statistically significant correlation p < 0.001 is
visible between business revenue and net result.
Statistically significant correlation p < 0.05 is visible
between business revenue and government support.
The second hypothesis: "There is a statistically
significant correlation between the government
support in corona crises and financial results” is
partially confirmed. In 2020, the financial loss of
hotel listed companies was 1,4 million, and total
revenue was only 37 percent of 2019 total revenue.
The government support of hotel listed companies
was 37 percent of total revenue in 2020. The financial
result without government support can show a 76
percent bigger loss.

In table 11 is shown the correlation between the
arrivals (foreign, domestic and total foreign,
domestic and total), night (foreign, domestic and
total), GDP, Inflation ECDC zone and competition
countries zone. It found a statistically significant
correlation between total arrivals and foreign arrivals
and foreign night and total night. Therefore,
hypothesis H3: “There is a statistically significant
correlation between the number of tourists in arrivals
and nights, GPF, Inflation and ECDC Zone” is only
partially confirmed.

Table 11. Correlation

Correlations

Co
FA DA |TA |[FN DN | TN | GDP | Inflation | Zone | mp.
Forei  Pearson
arriv. C.
Sig.
Dom  Pearson | -.085
estic C
arriv.  Sig. 873
Total Pearson |.999" | -.040
arriv.  C. "
Sig. .000 | .940
Fore. Pearson |.988" | -.006 |.991"
night C. N "
Sig. .000 |.991 |.000
Dom Pearson |.486 |.638 |.516 |.576
night ~ Sig. 328 | 173 | .295 |.232
Total Pearson |.980" | .044 |.984" | .998™ | .627
night C. N "
Sig. .001 |.934 |.000 |.000 .183
GDP  Pearson |.228 |-170 |.221 |.214 |-375|.174
Sig.  |.664 | 748 | 674 | 684 | .ae4 | 741
Inflat Pearson | .496 | 411 | 516 |.524 |.222 |.517 |.721
ion. C.
Sig. 317 | 419 | 295 |.286 672 | .294 | .106
ECD Pearson |-705 | .200 |-.698 | -595 |-043 |-570 |-102 |-.255
C C.
zone  Sig. 18 | 704 |.123 |.213 936 | .238 |.847 | .626
Com Pearson |-.763 | .432 |-745|-710 |-291 |-700 |.271 |.153 .707
petiti  C.
on Sig. .078 |.392 |.089 |.114 576 | 122 | .603 | .772 116

**_Correlation is significant at the 0.01 level (2-tailed).
Source: Author

Spring and summer are the most popular seasons
for Europe’s tourism industry. In 2019, [32] the
spring and the peak summer season each accounted
for nearly one-third (32 percent) of the annual total
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overnight stays. Across the EU Member States, the
share that the spring season contributes towards
annual tourism accommodation stays is relatively
similar, ranging from 24 percent in Croatia and 27
percent in Bulgaria to 35 percent in Cyprus,
Luxembourg, Malta and the Netherlands. However,
this share went from 23% in Malta to 58% for the
peak summer season in Croatia. Because of such
constraints, the tourism industry alone has lost more
than $ 200 billion globally [5]. Furthermore, the
policy of "staying at home" and "social distancing"
has led to the closure of hotels and restaurants
worldwide, the cancellation of sporting events, even
the Tokyo Olympics 2020, resulting in enormous
losses in all activity segments.

Hotel companies in Croatia began to realize their
potential after the crisis in 2008. The touristic
companies listed on the Zagreb Stock Exchange
achieved better liquidity and solvency in 2017 than in
2012 and 2008 [33].

The listed hotel companies in 2020, achieved
only 37 percent of total revenue of 2019. The PROF
ratio shows that hotels listed companies that survive
corona crises need to improve their financial strength,
ROE and total assets turnover.

Due to the consequences of special circumstances
caused by the COVID-19 pandemic, all hotel listed
companies have a negative result, except one, and the
PROF ratio pointed out serious problems with
profitability, economic activities and financial
straight. If this pandemic continues into next year, the
survival of hotel companies will be called into
guestion.

The tourism sector needs to find the adequate
territorial strategy or a new way to extend the season
or save the tourism in crises. Like in Croatia, Azores
also need an adequate territorial planning [34], due to
the need to protect the Region’s competitive
advantages -i.e., natural assets and high levels of
sustainability.

5 Conclusion

The spread of the COVID-19 epidemic has
significantly affected the global economy and,
particularly, the achievement of good business results
in tourism. The economic crisis caused by the
pandemic will affect emerging markets and emerging
economies over several quarters due to the pressure
on the weak health systems, loss of trade and tourism,
slow remittances, reduced capital flows and tighter
financial conditions due to the rising debt [ 35].
According to the optimistic forecast recovery of up to
85 percent of 2019 volumes by 2021 and full
recovery by 2023 is expected [36]. However, under
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a pessimistic recovery scenario, 2021 levels can be as
low as 60 percent of 2019, further postponing the
recovery.

In Croatia for 2022 [30], it is assumed that
revenues from tourism could reach 66 percent of the
2019 level in the stressful, 74 percent in the
pessimistic, 88 percent in the basic and 94 percent in
the optimistic scenario. Only in 2023 could revenues
from tourism exceed the record 2019 in the optimistic
scenario, and in 2024 the same could happen
according to the baseline scenario.

The limitations of this research are the small
number of hotel houses listed on the Zagreb Stock
Exchange, as well as the fact that it is known as the
only result of the year 2020. Moreover, in the
Adriatic region, the peak touristic season is abridged,
only in July and August, which is not a good result
for touristic companies.

A corona crisis, that is spreading rapidly and
affecting life and the economy, will be the subject of
research for a long time to come. Any information on
health and economic impacts on individual life and
activity is significant for future research. The crisis
has shown that it is necessary to develop new ways
of tourism development using all the advantages of
modern technology. The stage of application of new
technologies in the development of tourism in
Croatia is the subject of further research.

Drakopoulos [38] compared the world
tourism recovery period after the three previous
crises, relying on UNWTO data. Tourism
recovered the fastest after the SARS epidemic in
2003, - it took 5 months. The recovery after the
attack on the WTO twins in New York on
September 11, 2001, took 6 months, and it took
10 months for tourism to recover from the onset
of the global economic crisis in 2009. The
question of how long the recovery from the crisis
caused by the COVID-19 response will take
depends largely on vaccinating the most
significant part of the world population and
stopping the pandemic. Only when the pandemic
is stopped can measures be taken to help recover
tourism and the entire economy. The speed of the
recovery of certain sectors of the economy,
especially tourism, and the measures taken, are
the subject of new future research. In the
National recovery and resilience plan, [38]
pointed out the main challenges in the Croatian
tourism sector and areas for improvement.

In COVID-19 pandemic, the role of government
support is very important, but cannot replace the
good touristic season. Both, hotel companies and the
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governments need to be particularly innovative to
save tourism. The governments of all tourist
destinations and in Croatia must adopt new measures
to maintain the tourism sector and prepare for the new
tourist season next year.
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