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Abstract: The COVID-19 pandemic in early 2020 has made a big difference in the
lives of all countries around the world. This study is the first part of a 9-months
student research work started in 2021 February, based on literature research. Its aim
is to present and summarize the major economic and social impacts of the
coronavirus epidemic on the macroeconomy and industrial sectors during a one-year
period. Our research is mainly based on secondary research methods - and
accompanied by data from the most up-to-date statistical databases and other
current research studies, we drew conclusions based on our own calculations in
connection with the 27 member states of the European Union including Romania
and Hungary. As a result of epidemiological measures in national economies, the
role of certain sectors has shrunk, while other sectors have undergone tremendous
development. The unprecedented spread of teleworking, the reduction in working
hours in almost all sectors and the consequent lower wages, and the increase in the
unemployment rate, have led to a decline in the value of gross domestic product for
all nations, compared to the same period of the previous year. In order to save their
country from the collapse of the economy, those responsible for managing them,
were also forced to infroduce measures that increased the country’s state debt and
worsened their public finance position. Certain sectors of the economy have been
hit hard by the effects of the past year, but there have also been those that have
flexibly adapted to the changes. The sectors responded in different ways in each
country. It can be argued, however, that the entertainment industry, performing arts
and other services that require a personal form of presence have suffered the most
from the constraints of the past year. But in the field of information and
communication, there have been positive developments in many countries using the
opportunities offered by information technology. However, changes during the
pandemic period have led to a further increase in wealth inequalities in our world. As
a result, unfortunately, more and more people are falling into deep poverty and the
number of wealthy people is also increasing. The transformation of consumers’
values and income situation is having an impact on all sectors of the national
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economy. The question arises: when will declining companies be able to recover,
will they be able to make the profits typical of their pre-epidemic management, and
if so, when? Can we live in the future the way we lived in the past? Whether humanity
will realize, that the growing differences between continents, countries, people are
only creating larger controversies, and at last we do not only realize, but act in a
responsible way for the sake of equality for all.
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1. The appreciation of the role of the local economy

We live in the age of globalization and networking. From an economic point of view,
through cross-border infrastructure networks, a country has not only trade, but also
economic and even cultural relations with several other countries. That is why the
COVID-19 pandemic, which appeared in the spring of 2020, has spread almost
everywhere in the world, and thereby has brought about significant changes in the
social and economic life of national economies. This tiny virus has shown, that
everything in our world is connected to everything, and how much a tiny change can
affect the lives of the whole world. (CSIZMADIA, 2020)

As a result of the pandemic, international trade turnover fell by almost a fifth.
Following the outbreak, supply disruptions at companies have become
commonplace. The shortage of materials occurred especially in companies that use
just-in-time inventory management and procure their production equipment from
distant countries. (PENZUGYI SZEMLE, 2020)

As aresult of travel and transportation restrictions, regional supply chains have come
to the fore in global supply chains, and there has been an increasing emphasis on
protecting national markets in all countries of the European Union. (CSIZMADIA,
2020)

2. Impact of the COVID-19 pandemic on the macroeconomy

Figure 1 shows the changes in the value of some macroeconomic indicators in
Romania, Hungary and the 27 Member States of the European Union, for the period
2017-2020. It can be stated that, considering the GDP growth rate, both Romania
and Hungary have performed above the EU-27 average in recent years. In 2020,
compared to 2019, GDP decreased by -3.9%, in Hungary it fell by -5.0%, while in
the EU it fell by -6.2% However, the rate of decline was almost the same in Romania
and the Community (RO: 8 percentage points, EU-27: 7.8 percentage points), but
Hungary had the highest value at 9.6 percentage points. Regarding the annual
inflation rate, we see a continuous decrease in Romania and the EU-27 from 2018,
which is favorable for the economies, but in Hungary there is a gradual increase from
2017, which will have a cumulative negative effect on the people. In terms of the
unemployment rate, during the period under review, Hungary and Romania
subsequently showed lower values than the community. Examining the general
government balance, we can state that in the EU it was below -1% of GDP every
year, and both in Romania and Hungary it was similar. However, the year 2020 hit
the economies of both countries very badly. Hungary experienced a larger decline
of 6.5 percentage points compared to 2019 than Romania (5.3 percentage points),



despite the fact that the general government balance of the latter nation was less
favorable in 2020 (9.8). Overall, macroeconomically, the changes brought about by
the pandemic in 2020, have put a significant strain on the national economies. This
is also supported by the fact that between 2017 and 2020, the government debt ratio
in Romania, as a percentage of GDP, increased from 35.4% to approximately 45%.

10

9

8

7

6

5

4

3

'8N | I

1 1

L h I ) 1

1 15 a NERE aI N aI sl b2
-3

2 g E g T el I B E
:g 2017 2018 2019 202
-7

-8

-9

-10

m Real GDP growth rate (%) mInflation rate (%)
Total unemployment rate (%) ® Public balance (% of GDP)

1. Figure: Development of macroeconomic indicators for Romania, Hungary

and the EU-27, in 2017-2020
Source: Own editing based on the data of EUROSTAT (2021b; 2021c); MKI
(2021); Papp (2021); Csiki (2021)

The ratio of Hungarian public debt changed to a much greater extent, as its rate
reached an unprecedented peak of 81.2%, which meant a 15.8 percentage point
deterioration, which is 1.5 times of that in Romania. However, on average in the EU-
27, public debt can reach 94% of GDP, said one of the leading economists of the
International Investment Bank. (Index, 2021)

Among the Central and Eastern European Member States, the Czech Republic has
introduced the largest fiscal incentive package in the region as a result of the
coronavirus pandemic, accounting for 14% of GDP, compared to 8% in Hungary, 6%
in Slovakia, 5% in Bulgaria, and 4% in Romania. The central banks of Hungary and
Romania have also launched quantitative mitigating programs, which, combined with
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other liquidity measures, have significantly mitigated the risk of a financial crisis (by
averting the potential threat of frozen debt markets and blocking bank lending).
This economic crisis cannot be described as a typical one, or even similar to the
2008 crisis. The global financial crisis of 2007—-2008 and its effects on the industrial
sectors were detailed by Kiss (2017) in his study.

Table 2 shows an analysis by Elliott Auckland, chief economist at the Budapest-
based International Investment Bank (1IB). It turns out that in 2021 and 2022 the
GDP growth rate in the examined regions will change in a positive direction, and as
a result, Hungary’s GDP may reach the level of 2019 in the third quarter of 2022.
This can be almost a year earlier than in the rest of the European Union, which is
expected to reach its 2019 performance only in the second quarter of 2023. Now
Romania, overtaking the above, could reach it as early as in the second quarter of
2020.

Table 2. Expected GDP growth values (%)

Designation 2021 2022 Restore GDP to 2019 levels
Hungary 4.3% 4.7% Q3, 2022
Romania 3.5% 4.1% Q2, 2022
EU-27 4.1% 3.0% Q2, 2023

Source: Index (2021)

3. Impact of the COVID-19 pandemic on the labor market

The pandemic has changed the way the whole world works, so it has also had a
significant impact on people’s lifestyles. In order to reduce social contacts, more and
more companies have introduced work from home. According to the EUROFOUND
survey, in 2020, 1/3 (33.7%) of workers in the 27 Member States of the European
Union worked exclusively from home, 38.9 hours a week, 14.2% spent alternately
half of their working time at home and half at their employer, while 52.1% of them
worked outside their home (at the employer’s premises or other external locations).
The proportion of people working in the home office in 2020 (33.7%) is quite higher
than in previous years (Table 1), thus the modifying effect of the COVID-19 pandemic
in the field of work can be strongly felt. (AHRENDT ET AL, 2020)

Based on the research results of EUROFOUND, the home office is closely correlated
with the level of education. In 2020, 74% of workers with higher education, 34% of
those with secondary education, and only 14% of primary school graduates worked
from home in 2020. Most of those working in education (more than 60%), finance
(50-60%) and administration (40-50%) worked through telework. However, working
from home has also occurred in industry, construction, agriculture, transportation,
commerce, and health care. In terms of gender, more women worked from home
than men. Telework was most popular among workers over the age of 65, followed
by members aged 15-29, followed by those aged 30-49. The fewest teleworkers
came from the 50-64 age group. Surprisingly, the majority were teleworkers who do
not have a dependent child. The number of people working exclusively from home
varied considerably per Member State. In Croatia, Poland, Slovakia, Bulgaria and
Hungary, about one fifth of workers, in France, Spain, Italy, Ireland more than 40%
of employees, and in Belgium more than 50% teleworked. (AHRENDT ET AL, 2020)



Prior to the outbreak of COVID-19, home office use was least prevalent in Romania,
among European Union Member States. In 2010, 0.1% of Romanian workers and in
2019, 0.6% worked telecommuting. Apart from Romania, of the Member States,
Bulgaria, Cyprus and Italy had less than 2% work from home. Although Romania has
so far been at the bottom of the EU list of teleworkers, the proportion of people
working from home has also increased since the appearance of the coronavirus.
According to a EUROFOUND survey, in July 2020, 24% of employees worked in a
home office. (PENGO, 2020)

Table 1: Proportion of home workers in the 27 Member States of the European Union

Years Proportion of home workers in the 27
Member States of the European Union

2010 11.2%

2011 11.4%

2012 11.7%

2013 11.8%

2014 11.7%

2015 12.9%

2016 13.1%

2017 13.1%

2018 13.5%

2019 14.3%

Source: Own editing based on (EUROSTAT, 2021a)

In addition to the proliferation of working from home, there are a number of changes
in the labor market. As a result of the coronavirus, more and more workers were
employed part-time. In the European Union, the working hours of employees has
fallen by an average of 3.7%. The largest change was in Italy, where the employment
time of employees fell by 9.7%, while in Slovakia it fell by 8.7%, and in Greece and
Austria, by 7.9%. Finland is an exception to the general trend, with an increase of
0.2% in employee working time. The decline in working hours occurred to varying
degrees in different sectors. The effects of the COVID-19 pandemic are most
pronounced in trade, catering industry and construction. Employment time
decreased by 52% in the above sectors, 48% in transportation, 47% in industry, 36%
in services and education, 30% in the financial sector and 24% in the agricultural
sector, while there was a 23% decrease in employment time in health care workers
and 21% in the public sector. (AHRENDT ET AL, 2020)

Part-time employment has become much more common for women than for men.
As a result of the coronavirus, women’s working hours were reduced by an average
of 5.2%, while those of men were reduced by 4.9%. In Italy, Slovakia, Greece,
Austria and Portugal, the emergence of the coronavirus has had a particularly large
impact on women’s lives. On average, women’s working hours fell by 10.3% in Italy,
10.2% in Slovakia, 8.3% in Greece, 7.8% in Austria and 6.3% in Portugal. Men’s
employment time fell the most in Italy (-9.3%), Austria (-8.0%), Hungary (-7.9%) and
Malta and Slovakia (both -7.6%). (EUROSTAT, 2020)

Also, according to the EUROFOUND questionnaire survey, 10% of respondents left
the labor market after the outbreak of COVID-19. 80% of them became unemployed,
while 20% became inactive. Those in the latter group retired, became ill, became



students, or became homemakers. Altogether, 10% of employees lost or left their
jobs voluntarily. Only 3% is the proportion of those who entered the labor market
after the COVID-19 pandemic became widespread. (AHRENDT ET AL, 2020)

In 2020 the coronavirus affected the most the labor markets of Spain, Cyprus and
Greece. In Spain, 16% of responding workers lost their jobs, in Cyprus 15% and in
Greece 14%. 12% of respondents in Hungary and Latvia, 9% in Bulgaria, France,
Portugal, Romania, Ireland, Lithuania, Poland and Croatia, 8% in Finland, Denmark
and Luxembourg, Austria, Estonia, Belgium, Slovenia and 7% of respondents in
Italy, 5% in Germany, 4% in the Czech Republic, Slovakia, Malta and the
Netherlands, and 3% in Sweden became unemployed following the outbreak of
COVID-19. There is a small difference in terms of gender. On average, 9% of women
and 8% of men in the European Union became unemployed. In particular, the
pandemic changed the employment situation of workers aged 18-34, with 11% of
women and 9% of men losing their jobs within the group. Besides the young age
group, workers over the age of 50 suffered the most from the spread of the pandemic
8% of both women and men in this age group became unemployed Members of the
35-49 age group were least affected by the pandemic from a labor perspective. The
employment situation of 9% of women and 6% of men changed as a result of the
epidemiological situation. Research shows that more entrepreneurs have lost their
jobs than employees in the European Union. Those with a secondary or lower
education typically have a higher proportion of people who become unemployed than
those with a higher education. (AHRENDT ET AL, 2020)

In Romania, the unemployment rate was 4.8% in April 2020, and this rate was down
7 percentage points in February. According to the Portfolio, the last time the country
had such a high unemployment rate, was in the second half of 2017. According to
a statement by the Romanian Institute of Statistics, in April 2020, the number of
people officially registered as jobseekers, among members of the 15-74 age group,
was 432,000. That number was less by 18,000 a year earlier and less by 59,000 two
years earlier. Unlike the EU average, in Romania in the spring of 2020 the
unemployment rate was higher for men (5.4%) than for women (3.9%). The value
of the latter rates did not include unemployed people whose employment contracts
were suspended after the onset of the pandemic. The number of persons belonging
to the latter group in May 2020 was 430 thousand. (MTI, 2020)

According to the Statista, as of July 3, 2020, some 102,830 employment contracts
have been suspended in Romania, due to the outbreak of COVID-19. In this country,
tourism and catering services were the biggest losers in the pandemic, as 24,464
people could not work in that area after the outbreak. While 20,543 jobs in the
manufacturing industry, a total of 8,996 jobs in the retail, trade and automotive
industries were suspended. (SAVA, 2020)

4, The effect of coronavirus on the development of different sectors

Table 3 shows the change in the volume of gross value added in 2020 compared to
the data of 2019, in the average of the 27 countries of the European Union, as well
as in Hungary and Romania. The consequence of the COVID-19 pandemic is that in
the whole quarter of 2020, compared to the same period of the previous year, the
value added of the European Union economy decreased by 4.2% on average, while
Romania by only 2.1%, at the same time Hungary by 6.9%. Behind these changes,
we can see which sectors were most affected by the crisis. Not only in the average
of the community as a whole, but also in Hungary, and not to mention Romania (-



22.5), the arts, entertainment, leisure and other service sectors were most affected
by the decline. Wholesale and retail trade, transportation, accommodation and
catering services in the EU fell by more than 10%, but this sector in Romania was
not so hard hit by the virus, it was able to adapt flexibly to the situation. In Romania,
the area of production was the sector that had a harder time responding to the effects
of the crisis. In Hungary, there was also a decline of over 10% in professional,
scientific and technical activities and in administrative activities. However, in 2020
the EU-27 and Romania also saw positive changes compared to the previous year
in terms of gross value added in real estate, information and communication, and in
the sectors of public administration, education, health, defence and social work.
Unfortunately, this cannot be said of Hungary, in fact, in 2020 the country was unable
to increase the value of its gross value added production in any sector compared to
2019. In addition to the three sectors mentioned above, Romania has also achieved
growth in the following sectors: construction, finance and insurance, professional
scientific and technical activities, administrative and support service activities.
Remarkable positive growth of 14.3% in information and communication.

Table 3: Volume change of gross value added in the whole quarter of 2020
compared to the same period of 2019 in the average of the EU-27 countries, Hungary
and Romania

Measure EU-27 Hungary | Romania
Agriculture, fishing and forestry -1.3 -3.2 -9.2
Industry (except construction) -6.1 -7.1 -9.2
Manufacturing -6.5 -7.1 -11.6
Construction -1.6 -8.9 6.7
Financial and insurance activities -1.4 -2.3 2.8

Professional, scientific and technical
activities; administrative and support service

activities -6.9 -11.1 4.6
Public administration, defence, education,
human health and social work activities 1.4 -2.5 2.5
Wholesale and retail trade, transportation,
accommodation and food service activities -11.5 -12.4 -3.0

Arts, entertainment and recreation; other
service activities; activities of household and

extra-territorial organizations and bodies -14.6 -12.4 -22.5
Real estate activities 0.8 -8.2 1.3

Information and communication 1.4 -0.5 14.3
Average -4.2 -6.9 -2.1

Source: Result of own calculation, based on EUROSTAT 2021d data

5. What lies ahead of us in the future?

One of the most serious consequences of the spread of the coronavirus is the further
intensification of wealth inequalities. The non-profit organization Oxfam estimated in
April 2020 that the COVID-19 pandemic could push nearly half a billion people, 1/16
of humanity, into deep poverty. Huge income inequalities are also shown by a study
by Knight Frank, according to which the number of billionaires in the world is
expected to increase by 27% over the next 5 years, further increasing social



inequality among members of society. The number of people in the latter group will
grow at the fastest pace in 6 Asian, 5 European and 3 African cities. Sweden is
among the top 10 countries in the European Union in terms of the growth rate of the
rich, and also Romania, not surprisingly, based on its analysis so far. (ARGYELAN,
2020) The future impact of this negative process will only further strengthen the
economic model in which our current economy operates, which is no longer
sustainable. The world should think in an economic model in which the more realistic
distribution of goods takes place with emphasis on natural goods and factors. To do
this, on an individual level, personal responsibility must be strengthened in everyone.
The resurgence of this personal responsibility has already shown its effect in defence
against the pandemic. Going further, we consider it important to spread the attitude
that everyone should consume only what and how much they need. Even though we
live in a consumer society, let’s live much more consciously and find our way back
to the natural foundations instead of further increasing the distance between people
using artificial intelligence. Let’s create a world we would love to live in. We can start
this by changing our previous habits on an individual level, reviewing them, and not
wanting to adapt to expectations, established patterns, but to get to know ourselves
and live accordingly. We may realize that we can cope with much less material goods
and then get more for others!

It is uncertain, how long we can still feel the adverse social, economic and
employment effects of the COVID-19 pandemic in the European Union. According
to an analysis by Boston Consulting Group, the biggest hit of the pandemic affected
international trade and had a lasting impact on it. Even if we manage to restore the
2019 status in this field by 2023, for sure, the map of the world economy will be
significantly rearranged. Not only have the economies of many nations become
unstable during this period, but geopolitical and domestic tensions have also
increased, and a positive solution remains to be found. (PENZUGY| SZEMLE, 2020)
Nevertheless, according to a EUROFOUND survey, 68% of EU respondents were
optimistic about their future. (AHRENDT ET AL, 2020)According to the report of the
World Economic Forum, Hungary’'s preparedness for the next decade is just
sufficient. Only our digital infrastructure preparedness is more favorable than that of
the other three Visegrad countries. The most important aspect of competitiveness is
to ensure a long-term vision for the economic operators. Without it, the willingness
of the economic sector to take risks and the willingness to invest will decrease
significantly, which will have an adverse effect on the further development of the
economy. Furthermore, maintaining a single tax rate system in the event of a crisis
will further worsen the economy’s chances of recovery, so it would be worthwhile to
reintroduce the multi-key form of taxation to the country with a fairer burden-bearing
in mind. (PORTFOLIO, 2020)
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