Azarbaycan Texnologiya Universiteti

AZBRBAYCAN TEXNOLOGIYA
UNIVERSITETI

INNOVASIYALI IQTISADIYYAT VO MENECMENT
Nez, 2023

Kahraman Muhammad PiRIiYEV

Institute of Economics of Azerbaijan National Academy of Sciences,

Doctoral student

THE CORONAVIRUS (COVID-19) PANDEMIC: ECONOMIC IMPLICATIONS
AND CHALLENGES

Summary

The COVID-19 pandemic is an unstoppable worldwide epidemic. As of mid-September 2021,
there have been more than 44 million confirmed cases of COVID-19. World Bank estimates show
the deepest global recession since World War 11, with millions out of work. Quarantines and other
extreme restrictions cannot be sustained in the long term in the hope that there will be an effective
vaccine or treatment for COVID-19. Rather, these restrictions give countries time to reduce disease
incidence and take robust but sustainable measures to prevent and control transmission. When and
how a country eases restrictions are common challenges facing governments around the world as they
try to balance various health, social and economic challenges.
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Giris
2020 has been a truly exceptional year in
human history. The coronavirus disease

(COVID-19) pandemic has so far killed more
than 3 million people, had a devastating impact
on the global economy, and fundamentally
changed all areas of human life.

Prior to the COVID-19 pandemic, progress
had been made toward goals in critical areas
such as reducing poverty, improving maternal
and child health, expanding access to electricity,
and achieving gender equality. However, with
the advent of the pandemic, problems and
setbacks began in all areas around the world.

In many parts of the world, the pandemic is
still  ongoing, undermining decades of
development efforts, and has already had a
significant impact on several sectors [2].

The economic downturn caused by the
pandemic has done little to slow the climate
crisis. Preliminary data for 2020 show that the
concentration of major greenhouse gases in the
atmosphere has increased and the average global
temperature is about 1.2°C above pre-industrial
levels, dangerously close to the 1.5°C limit set
by the Paris Agreement. In addition, the world
has fallen short of its 2020 targets to end
biodiversity loss, and between 2015 and 2020,
forest cover has declined by 10 million hectares
per year [McKibbin & Fernando, 2021].

The COVID-19 crisis has affected some of
the delivery tools needed to promote sustainable
change. Global foreign direct investment flow
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decreased by 40 percent compared to 2019. The
value of global merchandise trade was projected
to decrease by 5.6 percent in 2021 compared to
2020. The multiple financial consequences of
the pandemic are leading to debt crises in many
countries and territories. While net official
development assistance (ODA) rose to $161
billion in 2020, it was not enough to respond to
the pandemic and meet the long-established
target of 0.7 percent of gross national income.
[3].

Local communities have shown incredible
resilience, governments have taken decisive
action, social safety nets have expanded rapidly,
digital transformation has accelerated and
unprecedented partnerships have been forged to
develop life-saving vaccines and treatments in
record time. Quarantine measures were devoted
to the prevention of the pandemic to the
maximum extent, and although these measures
prevented the pandemic, they froze the
education system, collapsed the economy, and
caused millions of people to become
unemployed.

The sharp decline in activity dealt a crushing
blow to the global labor market. A few countries
(especially in Europe) have been able to limit its
impact through effective short-term employment
programs. However, according to the
International Labor Organization, the global
decline in working hours in the first quarter of
2020 compared to the fourth quarter of 2019 was
equivalent to the loss of 130 million full-time
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jobs. The decline in the second quarter of 2020
was equivalent to more than 300 million full-
time jobs [1].

The damage to the labor market was
particularly severe in the case of low-skilled
workers who could not work from home. The
International Labor Organization estimates that
the crisis has affected about 80 percent of the
estimated 2 billion informal workers worldwide.

The simultaneous nature of the recession
exacerbates the disruptions in the domestic
economies of countries around the world. Trade
fell by about 3.5 percent (year-on-year) in the
first quarter due to weak demand, a sharp drop
in cross-border tourism and supply disruptions
due to business closures (in some cases
exacerbated by trade restrictions).

Around the world, self-isolation regimes
were most intensively and widely used in the
period from about mid-March to mid-May. For
example, movement data from mobile phone
signal monitoring shows that economic activity
in retail, leisure, transit and workplaces in most
countries remains weak, although it appears to
be returning to baseline levels in some areas.

During most recessions, consumers spend
their savings or rely on social safety nets and
family support to offset spending, and
consumption fluctuates relatively less than
investment (Yildirim S., 2020: p.1331-1351).
But this time, the consumption and production
of services has decreased significantly. This
feature reflects a unique combination of factors:
voluntary social distancing, the self-isolation
required to slow transmission and the inability of
health systems to cope with the rapidly growing
disease burden, a sharp decline in incomes and
weakening consumer confidence. Companies
have also scaled back their investments amid
lower demand, supply disruptions and
uncertainty about future earnings. Thus,

Inflation in advanced economies decreased
by about 1.3 percentage points from the end of
2019 to 0.4 percent (annualized) in April 2020,
while in emerging market economies it
decreased by 1.2 percentage points to 4.2
percent. Downward pressure on prices due to
reduced aggregate demand, combined with the
impact of so far low fuel prices, appears to more
than offset any upward trend in costs due to
supply cuts (1).
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According to the European Commission's
(EC) summer economic forecast, despite
measures taken at both the EU and national
level, the EU economy is in deep recession in
2020 due to the coronavirus pandemic [2].

According to the published summer forecast,
Eurozone GDP contracted by 8.7% in 2020 and
is forecast to grow by 6.1% in 2021. EU GDP as
a whole fell by 8.3% in 2020 and is projected to
grow by 5.8% in 2021. Thus, the forecast notes
that the decline in 2021 is projected to be more
significant than the expected 7.7% for the
Eurozone and 7.4% for the EU as a whole.
Economic growth in 2021 will also be slightly
less stable than forecast in the spring [4].

The pandemic has reduced activity in global
and national economies and limited investment
opportunities. The implementation of social
isolation measures to minimize the impact of the
coronavirus on citizens' health naturally also
affects the economy of Azerbaijan. In 2020, the
nominal income of the population of Azerbaijan
decreased by 1.8% compared to the previous
year (3).

Tourism has become one of the sectors most
affected by the new coronavirus pandemic in the
world. Due to the closure of borders and
suspension of flights, 4 times less foreigners and
stateless persons arrived in Azerbaijan in 2020
than in 2019. In 2020, the turnover of mutual
tourism services decreased by 4.3 times, a deficit
was created as a result of the import exceeding
the export of tourism services. The crisis caused
serious economic losses not only to the tourism
sector but also to other related industries.

Since the second quarter of 2020, a sharp
decrease in the turnover of tourism services has
been observed. Thus, if tourism services were
exported in the amount of 457 million US dollars
in the second quarter of 2019, they were worth 5
million US dollars in the second quarter of 2020,
this decrease compared to 2019 continued in the
third and fourth quarters of 2020 [4].

The economic and social upheaval caused by
the pandemic has had a devastating effect on the
situation in most countries of the world. Tens of
millions of people are at risk of extreme poverty,
and the number of undernourished people
currently listed at around 690 million could rise
to 132 million by the end of this year.
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Millions of private companies and industries
are threatened with closure. About half of the
world's 3.3 billion employed workers are at risk
of losing their livelihoods. Without financial
assistance during the quarantine, many are in
danger of not being able to support themselves
and their families. For many, the lack of stable
income has led to malnutrition and hunger.

The pandemic has affected the entire global
food system and exposed its shortcomings.
Border closures and trade restrictions have
prevented farmers from accessing global
markets [2].

Urgent and targeted measures to save lives
and protect livelihoods must include expanding
social protection through health coverage for
socially vulnerable and low-wage workers,
including migrants. Particular attention should
be paid to the situation of women working in
low-wage jobs [3].

During the outbreak of the pandemic, the
negative impact of COVID-19 was especially
felt by vulnerable countries that are already
experiencing humanitarian crises or
emergencies. In such countries, it is extremely
important to deliver aid to the most needy
sections of the population as soon as possible.

A number of factors suggest that the
governments of the region will face serious
obstacles and fiscal pressures to find a way out
of the current crisis and support the recovery of
the private sector. Perhaps most pressing is the
risk of a new outbreak. In August 2021, the
public health situation remained unstable not
only in the region, but globally. Vaccination has
been slow, and the risk of new strains like Delta
spreading faster and infecting more people than
the original strain of the coronavirus does not
rule out the possibility of new outbreaks. This
means that

Table 1.

Comparison of the retail trade turnover of Azerbaijan in 2015-2020 (including the pan-
demic period) with other countries Retail trade turnover in international comparison

billion national currency units

Countries 2015 2016 2017 2018 2019 2020
Azerbaijan, manat 25.7 30.2 35.3 37.1 39.4 40.2
Armenia, drama 1346.0 | 1281.0 1377.0 1452.0 1596.0 1330.0
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Belarus, Belarusian ruble 240.0 36.9* 40.2* 45.2* 49.6* 53.1*
Kazakhstan, tenge 6556.0| 79740| 8893.0| 10046.0| 11328.0| 11572.0
Kyrgyzstan, Kyrgyz som 293.8 307.2 336.9 364.1 385.3 340.2
Moldova, ley 42.4 48.5 52.9 41.1 55.2 61.7
Russia, ruble 27527.0 | 28317.0 | 29813.0| 31579.0 | 33624.0| 33555.0
Tajikistan, somoni 14.4 16.2 18.4 20.5 24.5 26.6
Uzbekistan, sum of 88 105 133 161

Uzbekistan 71 184.0 072.0 768.0 195.0 173.0 | 189 625.0
Ukraine, hryvnia 1031.7| 1175.3 815.3 930.6 1094.0 1210.8

*) Taking into account the denomination of the Belarusian ruble in 2016
Source: https://www.stat.gov.az/menu/2/quality/az/lecture/trd_07.xls, 01.01.2021

The policy measures implemented by
Azerbaijan to first prevent the spread of COVID-
19 and then to mitigate its social and economic
impacts were similar to those of OECD
countries, with the scale of interventions
reflecting the government's fiscal capacity.
Azerbaijan imposed severe restrictions on
foreign travel starting in the first quarter of 2020,
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and most of these restrictions remained in effect
until the summer of 2021.

The result

Adopting and successfully implementing a
comprehensive  Action Plan to achieve
sustainable development, including reducing the
negative impact of the pandemic on the country's
economy and employment. As a result of the
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KORONAVIRUS (COVID-19) PANDEMIYASI: iQTiSADI MOZMUNU VO
YARATDIGI PROBLEMLOR

Xiilasa
COVID-19 pandemiyast diinya lizro qarsisialinmaz bir epidemiyadir. 2021-ci il sentyabrin
ortalarina gqodar 44 milyondan ¢ox tasdiglonmis COVID-19 hadisasi bas vermigdir. Diinya Bankinin
hesablamalar1 Ikinci Diinya Miiharibasindon bari on dorin global tonozziilii gostorir vo milyonlarla
insan igsizdir. COVID-19 tigiin effektiv peyvandin va ya miialiconin olacagi timidi ilo karantinlar va
digar hoddindon artiqg mohdudiyyatlor uzunmuddatli perspektivds davam etdirils bilmaz. Oksino, bu
mohdudiyyatlar 6lkalora Xastalik hallarini azaltmaq vo Gtiirlilmanin qgarsisini almag Vo nazarat etmok
tictin mohkom, lakin davamli tadbirlor gormok ii¢iin vaxt verir. Bir 6lkoanin mohdudiyyatlori no vaxt
Vo neco ylingiillosdirmasi biitiin diinyada miixtalif saglamliq, sosial vo iqtisadi problemlori
tarazlagsdirmaga calisan hokumatlorin tizlogdiyi imumi problemlordir.
Acar sozlor: COVID-19, Diinya Banki, igtisadiyyat
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HNuctutyT Dxonomuku Hanmonaneaort Akagemuu Hayk AzepOaiimkana,
JloxTopaHT

ITAHAEMUSA KOPOHABUPYCA (COVID-19): SQKOHOMUMWYECKHUE ITOCJIE-
CTBHMAA U BbI3OBbI

Pe3rome

[Tannemuss COVID-19 npencraBiseT co00i HEyASpKUMYIO MUPOBYIO nuaeMuto. [1o cocTostHIIO
Ha cepenuny ceHTsops 2021 roxa 3apeructpupoBaHo Oosnee 44 MUJUIMOHOB MOJATBEPKACHHBIX CITY-
gaeB COVID-19. Ilo onenkam BcemupHoro 6aHka, 3T0 camasi TJIyOoOKasi riio0aiabHasi Pereccust co
BpeMeH BTopoii MEpOBOIl BOWHBI, KOT/1a MIJUTMOHBI JIFOJeH ocTtanuchk 6e3 padotel. Kapantus u apy-
rue KpallHWe OrpaHUYEHUs] HE MOTYT IMOJAEPKUBATHCS B JOJTOCPOYHON MEPCIEKTUBE B HAJCKIE,
4T0 nosBUTCs 3¢ dexruBnas BakuuHa win neuenue or COVID-19. Ckopee, 3T orpaHu4eHus Aal0T
CTpaHaM BpeMsi CHU3UTH 3a00JI€Ba€MOCTh U MPHUHSTH HAJIeKHbIE, HO YCTOMYMBBIE MEPHI O MPEAOT-
BPAILICHUIO M KOHTPOIIO nepenaun uHdeknun. Korga u kak crpaHa ociabisieT orpaHHYeHHs, 3TO
o011re mpoOsieMbl, C KOTOPHIMH CTAJIKMBAIOTCS PABUTEIBCTBA BO BCEM MUPE, MBITAsICh cOAIaHCUPO-
BaTh Pa3JIMYHBIE IPOOJIEMBI 31paBOOXPAHEHNUS, COLIUATIbHbIE U 3KOHOMUYECKHE ITPOOIIEMBI.

KutoueBsblie ciioBa: COVID-19, Bcemupnuiii 6anx, sxonomuxa.
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