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Abstract. The objective was to evaluate the financial development of the service sector affected by anti-pandemic measures against 

COVID-19, and to propose a strategy for the sector´s further development. To fulfil the objective, the following indicators were used: 

return on assets (or total capital), return on equity, return on sales, share of sales per employee, cash liquidity, current liquidity and total 

liquidity. Overall, the service sector in Central Europe can be assessed as being in good economic shape. In terms of profitability 

indicators, companies in the service sector in Central Europe are above the EU average. All can be summarized quite briefly. In the near 

future, the Czech Republic must address stabilization of return on sales (which is extremely volatile). Close attention must also be drawn to 

labour productivity, which is half the European Union average. Finally yet importantly, it is evident that companies use too many fixed 

assets. Slovakia, Hungary and Poland can be considered stable countries that were not harmed by the COVID-19 pandemic, or were able to 

quickly eliminate the consequences. They can thus focus on the overall improvement of financial health indicators and sustainable 

development. Germany, and particularly Austria, can be found at the top of the group. Companies in the service sector are very stable, well 

above average compared to the EU. However, a certain degree of caution can be observed in relation to them. They can be advised to 

reduce liquidity of companies, which nowadays works against profitability indicators. 
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1. Introduction  

 

In recent years, increasing attention in world economies has been paid to the service sector (Farhati and Ortega-

Argiles, 2018). Through an analysis of global data on the relationship between services, manufacturing and GDP, 

Dossani (2018) shows that the relationship of services to economic growth is complex and usually involves the 

consideration of the manufacturing sector. In the case of India, services and manufacturing grew somewhat 

unusually and independently for many years, with the independence being largely due to public policies that 

encouraged low value-added and capital-intensive manufacturing through protectionist policies. Halaskova et al. 
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(2021) aimed to evaluate the level of fiscal decentralization of expenditures in selected categories of public 

services in European countries. Their results indicate differences in the degree of decentralization between 

European countries in providing specific public services, and reflect the form of financing of local public needs. 

These findings also show that the degree of decentralization of public services is determined to some extent by a 

respective country's history and geographical location, as well as different roles of sector-specific public policies. 

 

Farhati and Ortega-Argiles (2018) analyse the service sector in Brazil, Russia, India, Indonesia and China 

(BRIIC), which are the five largest economies in the developing world today. They concluded that with regard to 

the BRIIC economies, final demand in other sectors did not increase output of services. Their results further 

suggest that in the BRIIC economies, final domestic demand was the main driver of services growth, accounting 

for more than 70% of the total effect across all economies. (Szczukocka, 2020) discussed certain transformation 

taking place in the service sector in Poland in relation to other European Union countries, and analysed internal 

changes in this sector. Her results show that the main determinant of the level of service sector development is not 

only its high share in three-sector structures, but also the internal changes observed in the sector itself. It was also 

found that the share of the service sector prevails in the structures of economies of highly developed countries. 

 

There is a lot of research on the issue of health services – some proving that they are luxury goods, while others 

proving that health care benefits are a necessity (Ucieklak-Jez et al., 2018). Van Duijn et al. (2018) show that 

although cross-sectoral integration often focuses on social services and health care, other measures are frequently 

used as well. Integration can either be tailored to a specific target group or designed for communities in general. 

Although systems for monitoring and evaluating the integration of social services are often present, they have not 

been fully developed yet. 

 

In the current business world, an increasing number of brands are competing for market share. As a result, 

company promotion has become more significant in order to reach target customers. Effective providing of 

financial services (FS) is driven by strategic application of each element of the marketing communication mix 

(MCM) in an organization (Frimpong, Hope, and Anane-Donkor, 2022; Fedorko, Bacik, and Gavurova 2018; 

Gavurova et al. 2020). Third sector organizations need to establish measures and criteria to classify their 

performance against set objectives in order to clearly demonstrate to their funders that their investment was used 

fairly and effectively (Tkacova et al. 2017; da Costa et al., 2018). Drobyazko et al. (2020) looked into the 

theoretical justification and development of methodological approaches and practical recommendations for 

modelling the assessment of financial stability of companies in the service sector. To assess the financial situation 

in the hotel industry, he used a visual interpretation of a neural network, a self-organizing Kohonen map model. 

Types of control maps were identified for each coefficient having significant impact on assessing the financial 

stability of companies in the service sector. 

 

Alan and Koker (2021) argue that, similar to all industries and activities, the service sector has been affected by 

the COVID-19 pandemic (Wang et al., 2021; Skare and Riberio Soriano, 2022). The main categories of services 

that experienced an increase in brand orientation during the pandemic were logistics, cleaning, leisure activities, 

distance learning and teaching, and storage, while the negatively affected sectors were real estate, tourism, 

cultural services, and health and legal services (Periokaitė and Dobrovolskienė, 2021; Vasanicova et al., 2022). 

Xiang et al. (2021) assessed the impact of COVID-19 on the growth and sustainability of the service sector. A 

comprehensive review of COVID-19 impact on the service industry can be found in Chen, Xu, and Skare (2022), 

Al-Omoush et al. (2022). As global sectors and industries struggle to anchor themselves amid the pandemic, their 

paper focuses on sectors that have been hit hard by the epidemic and discusses strategies that different countries 

are adopting to sustain their economies, pointing out the essential role of information technology and digitization 

that support economies in their fight against the pandemic and help sustain them in crises (Belas et al., 2022). 

Gunay and Kurtulmuş (2021) examine the impact of COVID-19 social distancing on the service sector in the US. 

Results of four industry indices (hotels, entertainment, restaurants and airlines) indicate that conditional 
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correlations between pairs of indices showed a substantial increase. Iterated Cumulative Sums of Squares (ICSS) 

tests in dynamic conditional correlations show that while the relationship between airlines and entertainment is 

unstable, restaurants and hotels show stable co-movement. 

 

When considering tourism, the World Tourism Organization (UNWTO) reported that international arrivals fell by 

65% in the first six months of 2020 and yet rose to a whopping 95.2% from April to June. The Telegraph reported 

that while tourism contributes to approximately 10% of global GDP (330 million jobs), some countries were 

affected more, for example Croatia, as 20% of its GDP comes from tourism (Ledsom b.r.). Only few industries 

have been hit as hard by the coronavirus pandemic as hospitality, hotels, restaurants and bars. Isolation and social 

distancing guidelines have taken their toll – nearly 16 000 restaurants in the U.S. have permanently closed, 

according to the latest Yelp Economic Average Report (Rosen, 2022). 

 

The objective of this paper is to evaluate the financial development of the service sector affected by anti-

pandemic measures against COVID-19, and to propose a strategy for the sector´s further development. 

Financial indicators undergo gradual development and it is important to monitor them for better orientation and 

understanding of the financial situation in the entire service sector. Thus, the first research question is stated as 

follows: 

 

RQ1: What was the development of financial indicators characterizing the financial health of the service sector in 

selected EU countries between 2012 and 2021? 

 

However, it is not only important to evaluate the development of financial indicators, but also to look into the 

most suitable development strategy in relation to the service sector, since the service sector is very important for 

development of the economies of individual states. The second research question is therefore stated as follows: 

RQ2: What is the most suitable development strategy for the service sector? 

  

2. Literature review     
 

Several indicators can be analysed to evaluate the effectiveness of services (Pedrosa et al., 2020; Phan et al., 

2021). Bach-Mortensen and Montgomery (2018) claim that the third sector is becoming a more common provider 

of social and health services. Past research has shown that the third sector is under increasing pressure to evaluate 

its impact and performance from governments and other contracting authorities. The social services sector is one 

of the fastest growing industries, but has received little attention in the debate on corporate growth (Rajiani et al., 

2018; Reitzinger and Pennerstorfer, 2021). Based on his analysis of economic indicators, particularly gross added 

value and employment rate, Szczukocka (2020) states that the determinant of the level of service development is 

not only its high share in three-sector structures, but also the internal changes observed in the sector itself. Da 

Costa et al. (2018) aimed to propose a performance measurement tool for third sector organizations, which was 

achieved through a systematic review, and their results showed a wide range of indicators that can be divided into 

7 dimensions proposed in their study: economic/financial, control mechanisms, staff/volunteers, organizational 

effectiveness, service effectiveness, social effectiveness and legitimizing institutions. 

 

The COVID-19 outbreak that emerged in late 2019 has had significant and ongoing global impact (Jones, 2021). 

Ma et al. (2021) aimed to explore transient output dynamics of the service sector using stochastic kernel analyses. 

Their results show that the Global North will continue to make more progress, while output capacity in many 

countries in the Global South is struggling to reach the global average. On the basis of analysing 563 Italian third 

sector entities (ETS), Corvo et al. (2022) aimed to explore the current state and extent of potential changes in 

collaboration between organizations belonging to the third sector and the Italian public administration system in 

response to the emerging COVID-19 situation. Their findings revealed that the COVID-19 pandemic has affected 

internal operational and functioning mechanisms of organizations operating in the third sector.  
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Panno (2019) argues that the traditional financial indicators include relevant net profits, profitability ratios such as 

return on investment and return on sales, revenue per available room, occupancy rate and some cost-effectiveness 

ratios, while there is a great use of non-financial metrics such as customer satisfaction, number of complaints, 

number of new and repeat customers, competence and skills of employees.  

 

Paul et al. (2021) cites banks as an example, as for each of them it is necessary to constantly monitor its efficiency 

by tracking relevant issues such as non-performing assets, capital risk-weighted asset ratio, number of companies 

per employee, return on assets (ROA) and profit per employee. Wushe and Shenje (2019) adopted a quantitative 

research design and showed that antecedents of employee engagement, such as effective leadership, training and 

career development, reward and incentive programs, organizational policies and procedures, have significantly 

influenced employee engagement in the public sector. Jedlicka and Jedlicka (2019) chose cluster analysis as their 

research method and were able to subsequently state that companies from the service sector use more tax planning 

than companies from other sectors. 

 

Jandaghi et al. (2021) showed that variables such as EBIT to total sales, equity ratio, current ratio, cash ratio and 

debt ratio are the most effective factors in forecasting the health of companies. 

 

Verstraete, Aghezzaf, and Desmet (2020) examined the use of leading macroeconomic indicators in the tactical 

sales forecasting process, and created a forecasting framework that automatically selects relevant variables and 

predicts future sales. The analysis performed showed that the proposed framework achieves a reduction of the 

average absolute percentage error by 54.5% compared to the naive forecasting method. 

 

Zayas-Mateo and Martinez-Lorente (2021) analysed a set of 179 ISO 9001:2008 certified companies and 154 

non-certified companies, as well as accounting data on net sales and operating income (EBIT: earnings before 

interest and taxes) from 2004 to 2012. Companies from the industrial and service sectors showed mixed results. 

Certified industrial companies achieved better results than their non-certified counterparts. (Kumar Sharma, 2018) 

dealt with determinants of capital structure, where nine firm-level explanatory variables (profitability – EBIT 

margin, return on assets, revenue volatility, debt-free tax shield, tangibility, size, growth, debt service age ratio, 

and tax shield) were selected and regressed against relevant measures of capital structure. The findings showed 

that profitability, size, age, debt service capacity growth and tax shield variables are significant determinants at 

the firm level. Experimental results according to Matenda et al. (2021) show that ratios of earnings before interest 

and taxes (EBIT) to total assets, bank debt to total assets, EBIT to total liabilities, receivables to net sales and 

ratios of current assets minus current liabilities to total assets, age of firms, real growth rate of gross domestic 

product, and inflation rate are strong determinants of the probability of insolvency of Zimbabwean private firms. 

According to Al Ajlouni (2017), liquidity is one of the most critical issues that financial management of business 

firms must consider in order to meet their financial obligations. Analysing indicators of the structure of balance 

sheet assets and liabilities must result in the evaluation of return on business capital, percentage of working 

capital and inventories on total assets, state of receivables and cash instalments of supplies, as well as the 

evaluation of financial policy and aspects related to stability and financial autonomy (Andreica 2006).  

 

The following indicators appear to be the most suitable for fulfilling the objective of this paper: return on assets 

(or total capital), return on equity, return on sales, share of sales per employee, cash liquidity, current liquidity and 

total liquidity.  
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3. Methods 

 

Data for studying the service sector´s financial health will be taken from the Amadeus database. Specifically, 

there will be data related to companies in the service sector according to NACE, hence including the following: 

09 – Mining support service activities, 39 – Remediation activities and other waste management services, 56 – 

Food and beverage service activities, 63 – Information service activities, 66 – Activities auxiliary to financial 

services and insurance activities, 79 – Travel agency, tour operator reservation service and related activities, 81 – 

Services to buildings and landscape activities, 96 – Other personal service activities. The service sector in the 

Czech Republic, Slovakia, Poland, Hungary, Germany and Austria will be monitored from the year 2012 to the 

year 2021, and the corresponding results will also be compared with regard to the European Union in the period 

under review. All companies listed in the database will be included in calculations provided there are necessary 

data available in terms of selected financial indicators for calculations in a given year. 

Prior to performing the analysis, an indicator of the economic strength of an observed country in the form of gross 

domestic product per inhabitant (capita) will be illustrated. The data will be taken from the Wolframalpha 

database. 

To obtain data required for answering the first research question above, the following indicators were selected as 

part of the research: return on assets (or total capital), return on equity, return on sales, share of sales per 

employee, cash liquidity, current liquidity and total liquidity. 

 

Return on assets will be derived from the following formula:  

 

                                                            ,                         (1) 

where  ROA  represents return on assets expressed in percentages, 

 EBIT represents earnings before interest and taxes,  

 A represents assets.  

Owing to the indicator and depending on the viewpoint, it will be possible to obtain information on how all assets 

and company resources are evaluated in the service sector. 

Return on equity will be derived from the following formula:  

 

                                                              ,                                                             (2) 

where  ROE  represents return on equity expressed in percentages, 

 EAT represents earnings after taxes,  

 E represents equity.  

ROE will clarify certain attractiveness of the service sector for investors wishing to allocate their resources over a 

long period of time and buy shares in companies offering services.  

The third profitability indicator involves return on sales:  

                                                                           ,                                                                   (3) 

where  ROS  represents return on sales expressed in percentages,  

 S represents sales. 

Return on sales determines what share of sales is constituted after tax. Management and owners request ideally 

the highest possible values in the case of profitability indicators. 

Labour productivity indicator will be included as well:  

                                                                            ,                                                                      (4) 

where EMP represents the number of employees.  
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The above indicator reveals how much (in thousands of Euros) one service sector employee generates in terms of 

sales. In this case, company management also requests ideally the highest possible value.  

Additionally, three liquidity indicators were included in the evaluation. First, cash liquidity (CL) will be 

presented: 

  

                                                                .                                                             

(5) 

The above indicator provides information on what cash resources are available to companies in the service sector 

and how they are able to pay their obligations. If their value is too low, companies run the risk of not being able to 

meet their obligations. On the contrary, in the case of high values, companies will generate too large implicit 

costs.  

Then, current liquidity (CL) will be calculated: 

                                                                                                              (6) 

In this case, it is assumed that receivables, considered to be very liquid, can also be used to pay off liabilities. 

Optimal values, not maximum or minimum, are sought here.  

Lastly, total liquidity will be used:  

                                                                                                           
(7) 

Here, it is assumed that all current assets (including inventories) can be quickly converted into money and the 

money can be used to pay company obligations. Even in this case, optimal values, not maximum or minimum, are 

sought. 

For each monitored country and indicator under review, the Winsorized mean will be calculated according to the 

following formula:  

                                                                                 (8) 

where  x represents statistics in the i order,  

 n represents the number of sample values.  

Using a causal analysis, the above second research question will then respond to weaknesses identified in relation 

to the results of the first research question. The output will comprise recommendations for companies in the 

service sector. 

 

4. Results  

 

The map below in Figure 1 shows gross domestic product per capita (expressed in Euros) for the year 2020, 

specifically in the Czech Republic, Germany, Austria, Slovakia, Hungary and Poland. 
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Figure 1. Gross domestic product per capita in Euros for the year 2020 
Source: Wolframalfa.com  

 

GDP is depicted on the map with the use of colours, where the smallest GDP is shown in yellow, and then the rule 

is that the darker the colour, the greater the GDP is. Compared to the other countries on the GDP map, Hungary 

and Poland clearly have the smallest GDP, i.e., under EUR 20 000. They are followed by Slovakia, where the 

GDP reaches around EUR 20 000, and the Czech Republic slightly exceeding EUR 20 000. The best GDP can be 

observed in Germany and Austria (i.e., around EUR 45 000). 

 

The graph below in Figure 2 shows gross domestic product per capita (expressed in Euros) from the year 2012 to 

the year 2020. 
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Figure 2. Gross domestic product per capita in Euros between 2012 and 2020 
Source: Wolframalfa.com  

 

Individual years are shown on the X-axis and amounts in EUR are shown on the Y-axis. The curves of individual 

countries are colour-coded and involve the same countries as in the previous Figure. Austria clearly has the 

highest GDP (i.e. above EUR 50 000). It is followed by Germany with a similar-looking curve, where the average 

GDP is between EUR 40 000 and EUR 50 000. Other countries do not reach such figures, with the Czech 

Republic being third and also being the only one of the remaining countries to reach over EUR 20 000. The Czech 

Republic is followed by Slovakia hovering slightly below EUR 20 000. Hungary and Poland finish last, their 

curves are almost the same except for minor fluctuations. 
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4.1 Financial health of the service sector in selected EU countries between 2012 and 2021 
 

The map below in Figure 3 shows return on assets (expressed in percentages) for the year 2021.  

 

 
 

Figure 3. Return on assets in percentages for the year 2021 

 
Source: Authors according to the Amadeus database. 

 

Again, involved are the same countries as in Figure 1 above. A similar rule regarding colours will also apply here, 

i.e., the darker the colour, the greater the return on assets is. Slovakia clearly has the lowest return on assets 

(slightly below 8%), followed by Germany together with the Czech Republic (approximately 8%). Hungary is 

next to last, together with Poland, where return on assets reached over 10%. The best of the entire map is Austria, 

which managed to reach a value of over 14%. 

 

Figure 4 shows a graph representing return on assets development (expressed in percentages) from the year 2012 

to the year 2021. 
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Figure 4. Return on assets in percentages between 2012 and 2021 

 

Source: Authors according to the Amadeus database. 

 

Percentages are shown on the vertical axis and individual years are shown on the horizontal axis. The same 

countries as in the previous Figures will be regarded again, with the EU being added here as well. The countries 
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are mutually distinguished by means of coloured curves. None of the curves can be said to be constant. On the 

contrary, they are all very variable (unless counting the Czech Republic) and range from 3 % to 14%. The biggest 

leap can be observed in relation to the Czech Republic, which managed to move from a negative value to 

approximately 13% (2019). The highest return on assets was achieved by Hungary. The curve showing the EU is 

the most constant one moving between 7% and 8% all the time. The only dip occurred in 2020, when it reached 

6%. 

 

The map below in Figure 5 shows return on equity (expressed in percentages) for the year 2021. 

 

 
 

Figure 5. Return on equity in percentages for the year 2021 

Source: Authors according to the Amadeus database. 

 

The principle of the map is still similar, i.e., the darker the colour, the greater the return on equity is. The Czech 

Republic clearly has the highest return on equity (around 175%). It is followed by Germany, where the 

percentages should be around 90%. Austria comes in third with 40.56%. The remaining countries (Poland, 

Slovakia and Hungary) have their return on equity below 30%. 

 

In Figure 6, it is possible to observe return on equity (expressed in percentages) from the year 2012 to the year 

2021. 
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Figure 6. Return on equity expressed in percentages between 2012 and 2021 

Source: Authors according to the Amadeus database 

 

As regards the Y-axis, it illustrates return on equity in percentages, whereas the X-axis captures individual years 

(2012-2021). Individual countries are marked with the use of curves that are different from each other in colour, 

with the curve representing the EU being red and dashed. It may be gathered that none of the curves except the 
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one showing the EU is constant. The curve belonging to the Czech Republic reaches the greatest extremes. 

However, when excluding the Czech Republic, then the minimum of all curves is around - 10% (Germany, 2014), 

whilst the maximum of the entire graph is 50% (Hungary, 2015). The curve showing the EU, which can be 

considered constant, achieves a value of around 20% from 2012 to 2019, with the only smaller dip occurring in 

2020, but compared to the other curves it is negligible.  

The map below in Figure 7 illustrates return on sales (expressed in percentages) in individual countries for the 

year 2021. 

 
 

Figure 7. Return on sales in percentages for the year 2021 

Source: Authors according to the Amadeus database 

 

The Czech Republic clearly shows the lowest Return on Sales. As the only one of the countries under review, it is 

highlighted in yellow, which means that Return on Sales is about -17 %.  In other countries, the situation is 

slightly better, namely Slovakia and Germany reach the values of 3 – 5 %; Return on Sales in Poland is slightly 

above 9%; in Austria, Return on Sales is by nearly 2 % higher than in Poland. The highest Return on Sales is 

recorded in Hungary, reaching the value above 15 %.    

 

The graph in Figure 8 show Return on Sales in percentage for the years 2012–2021. The countries are the same as 

in the previous figures. 
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Figure 8. Return on Sales (in percentage) in the years 2012-2021 

Source: Author according to Amadeus 

 

The Y-axis shows Return on Sales in percentage; the X-axis presents the individual years (2012-2021). Return on 

Sales is represented using curves market with different colours. Neither of the curves can be considered constant; 

however, the smallest fluctuations can be seen in the case of the curve representing the EU, which remained quite 
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stably at 6 – 9 % between 2012 and 2019. In 2020, it fell to nearly 5 % but started to grow again in 2021, reaching 

more than 10 %. The greatest extremes are reached in the case of the curve representing the Czech Republic. But 

if the Czech Republic is left aside, the minimum of all curves is -17 % (Slovakia, 2013) and maximum 18.8 % 

(Germany, 2016).  

 

The map in Figure 9 shows the sales (in thousand Euro) per employee in individual countries in 2021. 

 

 

 
 

Figure 9. Sales (in thousand Euro) per employee in 2021  
Source: Author according to Amadeus 

 

The lowest sales per employee was recorded in the case of Hungary (EUR 113,42 k). Hungry is followed by the 

Czech Republic, where sales reach the amount of EUR 117,18 k. Poland and Slovakia show similar values, with 

Poland reaching the volume of sales per employee of 177,94 k. In Slovakia, the amount was by 14,5 k Euro 

higher. The next country is Austria, where the amount was 222,42 k Euro. The highest sales were achieved in 

Germany, where the amount was more than 2 times higher than in the case of Austria.   

 

The graph in Figure 10 shows sales per employee (in thousand Euro) in the years 2012–2021. The countries are 

the same as in the previous figures. 
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Figure 10. Sales per employee (in thousand Euro) in the years 2012-2021 

Source: Author according to Amadeus 

 

The Y-axis shows the sales per employee in thousand Euro; the X-axis shows the individual years (2012-2021). 

The sales per employee are represented by means of graphs marked with different colors. Only 2 of the curves can 
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be described as nearly constant, with the curve that represents Hungary showing the smallest fluctuations. The 

values in the case of Hungary vary quite reliably between 98,28 and 115,54 thousand Euro. Another nearly 

constant curve represents the EU, whose values range between 171,48 and 232,37 thousand Euro. The greatest 

extremes can be seen in the case of Germany, with the minimum values being 290,78 thousand Euro (2018) and 

maximum 715,57 thousand Euro (2012), which is also the maximum value in the whole graph. The minimum 

value for the whole graph was recorded in the case of the Czech Republic, where the value reaches 83,08 

thousand Euro (2020). The map in Figure 11 shows cash liquidity in 2021.  

 

 
 

Figure 11. Cash liquidity in 2021 

Source: Author according to Amadeus 

 

The situation in Poland, the Czech Republic, Slovakia and Hungary is the worst, with the values ranging from 

2,17 to 5,53. The values for Germany are higher, specifically 40,20. The highest values were recorded in Austria, 

reaching more than 2 times higher values of cash liquidity than Germany, specifically 101,34.  

  

Graph in Figure 12 shows the development of cash liquidity in the years 2012-2021. 
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Figure 12. Cash liquidity in the years 2012-2021 

Source: Author according to Amadeus 

 

Cash liquidity is represented by means of curves marked with different colours. The Y-axis shows liquidity, while 

the X-axis present given years (2012-2021). The highest values of cash liquidity within the whole graph are 

recorded in Austria, which, however, also showed a significant fall between 2015 and 2019, specifically from the 

value of 353,06 to 66,04. Another country where the curve is not constant is Germany, with the minimum value of 

16,82 in 2013 and maximum in 2018 (83,18). Similar trend can be seen in the case of the Czech Republic, which, 
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however, reaches lower values. The EU, Poland, Slovakia, and Hungary have nearly constant curves, with the 

average value being about 4.  

 

The map in Figure 13 shows the current liquidity in the year 2021. 

 

 
 

Figure 13. Current liquidity in 2021 

Source: Author according to Amadeus 

 

Poland, the Czech Republic, Slovakia, and Hungary show the lowest values, ranging from 2,44 to 5,64. The 

situation in Germany is slightly better, with the values reaching about 43,67. Austria then shows the highest 

results, with the values of cash liquidity being twice as high than in Germany, specifically 107,8.  

Graph in figure 14 shows the trend of current liquidity in the years 2012-2021 
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Figure 14. Current liquidity in the years 2012-2021 

Source: Author according to Amadeus 

 

Current liquidity is represented in the form of curves, which are marked with different colours. The Y-axis shows 

liquidity; the X-axis presents a given year (2012-2021). Individual countries can be divided into two groups where 

the first one will include countries that are rather constant, i.e., Hungary, Poland, Slovakia, and the EU. These 

countries, as well as the whole EU, range between 0 and 10. The second group includes countries that show 

greater extremes, i.e., the Czech Republic and Germany. The first of the countries started at the value of 4,14 in 

2012, then showed an increase to 19,23, which was followed by a fall to 4,15. In 2015, the curve grew sharply to 

305,46, but fell again and reached negative values. In the next years, it fluctuated between 0 and 10.  

 

The map in Figure 15 shows the total liquidity in the year 2021. 
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Figure 15. Total liquidity in the year 2021 

Source: Author according to Amadeus 

 

The lowest values of the total liquidity in the whole map can be seen in the case of Slovakia and Hungary, with 

the specific values being 0,82 for Slovakia and 0,87 for Hungary. These countries are followed by Poland, with 

the value reaching 1,63. The situation is slightly better in the Czech Republic where the total liquidity is more 

than 2,5 times as high than in Poland. Germany shows the second-best values of total liquidity, specifically 10,26. 

The best values were recorded in Austria, which shows 4 times as high total liquidity values than Germany, 

specifically 43,89.  

Figure 16 shows a graph that represents the development of the total liquidity in the years 2012-2021. 
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Figure 16. Total liquidity in the years 2012-2021 

Source: Author according to Amadeus 

 

Total liquidity is represented by means of curves marked with different colours. The Y-axis shows liquidity; the 

X-axis a specific year (2012-2021). Individual countries under review can be divided into two groups. The first 

group includes countries that show rather constant values, i.e., Hungary, Poland, Slovakia, and the EU. The values 

of the above countries, as well as the whole EU, range between 0 and 3. The second group contains the countries 

that show various extremes, i.e., the Czech Republic, Germany, and Austria. The Czech Republic started at the 

value of 1,88 in 2012. Over the next three years, the values rocketed to the value of 286,36, which was, however, 

followed by a fall to negative values, specifically -5,54. In 2021, the final value was 4,22. The values of total 

liquidity in Germany changed every year, showing both increase and decrease. The only year for which this 

statement is not valid for the year 2019. In that year, the curve fell for the second time in a row.  
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5. Discussion 

 

RQ1: What was the trend of financial rations characterising the financial health of the service sector in the 

selected EU countries between 2012 and 2021?  

The results can be summarized according to the development of individual ratios and the relationships between 

individual ratios.   

 

The Czech Republic is characterised by a relatively high appreciation of assets. However, other indicators show 

rather a poor condition of the service sector for the whole monitored period. The level of Return on Sales and 

sales per one employee in the sector can be considered alarming. Return on Sales show relatively large 

fluctuations. In the last years of the monitored period, the values are significantly below zero, slightly above -20 

%. Sales per employee in the service sector are at the level reaching 50 % of the EU average values. Nevertheless, 

Czech companies show relatively stable liquidity, facing an increased business risk at the time when the country 

was hit by the COVID-19 pandemic. During the pandemic, a lot of companies operating in the service sector went 

bankrupt and a lot of employees left the sector. Unfortunately, this did not result in increasing the productivity of 

the remaining employees. At the same time, Czech companies need to consider the reduction or elimination of 

operationally unnecessary assets.  

  

The values of the monitored indicators for the Slovak Republic are closer to the EU average than the values of the 

Czech Republic. The only exception was the beginning of the monitored period in the case of Return on Sales. 

Slovakia can be considered a country where the service sector is stable in the long run and business risk is 

relatively low. The country did very well with the consequences of the COVID-19 pandemic and the measures 

taken did not have any significant negative effect on the Slovak service sector.   

 

Poland shows similar values and should be evaluated approximately in the same way as Slovakia. The service 

sector is stable and has not been affected by the COVID-19 pandemic. As a stable sector, it can focus on the long-

term sustainable development.  

 

Hungary reaches above-average, or rather above-average values of all monitored indicators. The only exception is 

the volume of sales per employee in the service sector. As in the case of the Czech Republic, the values reach 50 

% of the EU values. This means that the Hungarian service sector is stable in the long run and subjects to minimal 

business risk. However, it shall be added that the productivity is not high and attention should be paid to its 

increase. Hungary was not negatively affected by the COVID-19 in terms of the service sector.   

 

Germany benefits from high GDP per capita that has been generated in the long run. Profitability ratios are not 

very high; however, Germany shows a long-term high liquidity and reduces business risks of companies operating 

in the service sector to the expense of profitability. It can be stated that the German service sector has not been 

affected by the pandemic, either. Its performance is close to the EU average values.   

 

Austria appears to be the winner in terms of the performance and characteristics of the companies in service sector 

in Central Europe. The profitability ratios always achieve very high values. The companies generate high sales per 

employee and maintain high liquidity. Moreover, Austria shows the highest GDP per capita of all monitored 

countries.  

 

RQ2: What is the most suitable strategy for the development of the service sector? 

Based on the results and ongoing discussion, the future strategy in the service sector in the countries under review 

can be formulated.  

Companies in the Czech Republic should focus their attention on the sale of operationally unnecessary assets. 

They are also recommended to reduce the number of employees or increase the volume of sales. If the assumption 
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remains that the companies have satisfied the demand, layoffs are the solution. At the same time, the companies 

should stabilize sales, probably by stabilizing the prices of their outputs. 

 

Slovak companies are in good condition on average. They can focus on gradual increasing (it can be just 

moderate) of all profitability ratios, sales per employee, and liquidity.   

 

Companies in Poland are in good condition on average. They can also focus on gradual increasing (it can be just 

moderate) of all profitability ratios, sales per employee, and liquidity. The priority should be focus on increasing 

labour productivity in the sector.   

 

On average, Hungarian companies are also in good condition. However, it is necessary for them to focus on labor 

productivity and reduce the number of employees in the sector so that they at least reach the EU average values.  

Companies in the German service sector are also in good condition. The companies should try to lower their 

liquidity and thus improve the Return on Assets and Return on Equity.   

 

Austrian companies show an excellent condition. However, certain shortcomings can be seen in excessively high 

liquidity. As in Germany, they are recommended to reduce their liquidity and thus improve their Return on Asset 

and Return on Equity.   

 

Conclusions 

 

The goal of the paper was to evaluate the financial development of the service sector affected by the anti-

pandemic measures adopted to stop the spread of COVID-19 and propose the strategy for further development of 

this sector.  

 

The goal of the paper was achieved. Overall, the service sector in Central Europe can be evaluated as being in 

good condition. The values of profitability ratios of the companies operating in Central Europe are above the EU 

average. The values of other ratios are lower, but the average in total is close to the average of the EU. The 

sample included countries with excellent results, such as Austria, as well as countries with relatively worse results 

for the companies in the service sector, such as the Czech Republic. The findings can be summarized relatively 

briefly as follows: In the near future, the Czech Republic should focus on the stabilization of its Return on Sales 

(which shows extreme fluctuations). Great attention needs to be paid to labour productivity, which achieves 50 % 

of the EU average. Also, the companies clearly use too many fixed assets. Slovakia, Hungary and Poland can be 

considered stable countries that were not affected by the COVID-19 pandemic or were able to eliminate the 

consequences very fast. They can thus focus on the overall improvement of the financial health indicators and 

sustainable development. Germany and mainly Austria can be considered the winners in the monitored group of 

countries. The companies operating in the service sector are very stable, even above-average in comparison with 

the EU. However, there can be seen certain caution. Therefore, these countries can also improve their balance in 

the service sector. They can be recommended to reduce the liquidity of companies, which now works against 

profitability ratios.   

 

The limitations of the research are clearly in the sample of companies. A non-representative sample of companies 

might have been used, or there might have been values incorrectly entered in the Amadeus database. However, 

there is a noticeable benefit for benchmarking of the monitored sector.  
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