Are financial crises particularly disruptive to small and to young firms’ sales growth and if so, to what extent? What are the driving forces of excess sensitivity of small or young firms: Credit or demand conditions or maybe both? What is the impact of excess sensitivity by firm age or size on the aggregate economy as it undergoes a severe financial crisis? Using the largest available firm-level dataset for Greece, in my postdoctoral research I am trying to shed light on these questions. My findings can be summarized as follows. The decline in annual sales growth rates during the Greek Depression was about 7.1 p.p. larger in young (relative to mature) and about 16.3 p.p. larger in small (relative to large) firms. This excess decline in young firms' and in small firms' growth rates during the Greek financial crisis is both demand- and credit-driven. These firm-level results have important aggregate implications: a significant share of the decline in Greek economy’s output during the crisis stems from the excess decline in young and in small firms’ growth rates which is driven by both demand and credit factors.
