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Abstract

The recent COVID-19 health crisis determined a global economic crisis and
numerous economic consequences at different levels. In these conditions, the study of
the economic impact of the health crisis became a necessity. Therefore, the present
paper focuses on the study of the impact of the COVID-19 crisis on international
economic relations, using the example of two countries. Based on the regression
methodology it was measured the impact of the COVID-19 burden on the international
trade flows of two European countries, namely Romania and Hungary. The results of
the research illustrated that the COVID-19 burden had an effect on international trade
in the two countries. However, the influences differed in the two countries, with the
exports flows being more affected than imports in both countries and with exports in
Hungary being more affected that those of Romania.
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1. Introduction

The present health crisis, the COVID-19 crisis affected the whole world at
an unprecedented and unexpected level (Tudorache & Nicolescu, 2021a). There are
opinions that the impact of the health crisis is felt at multiple levels, as the health
crisis quickly transformed in a global economic crisis (Bremmer, 2020; Manyika,
2020). The multiple levels at which the economic impact of the health crisis can be
looked at are considered to be: the global level (world level), the macro-level
(national economy level), the mezzo level (industry level) and the micro-level (at
company level) (Ibn-Mohammed et al., 2021; Belhadi et al., 2021). In this paper,
we are interested to analyze the economic impact of the COVID-19 crisis for the
specific aspect of the economic interdependencies (global level) of a country
(national level). The type of interdependency of interest here is the international
trade. Therefore, the present paper envisages to analyze how the international trade
was influenced by the COVID-19 crisis.

The paper is organized as follows: the next section looks at international
trade and influencing factors, as presented in the literature. This is followed by
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methodology section that focuses on the presentation of methodological aspects:
the purposes of the study and the research question and the research methods. The
results section includes findings about international trade and how it was impacted
by the COVID-19 burden for the two selected country cases. The paper ends with
the conclusion section that emphasizes the contribution of the paper to literature
and practice.

2. International trade and influencing factors

Specialists agree that at global level the COVID-19 crisis had a large
impact on the global supply chains that have been disrupted (Garofali, 2020), but
also on the international trade flows that have been highly and negatively affected
by countries’ lockdowns and border closures (Gruszczynski, 2020). There is
agreement in the literature (Zahra, 2020; Rebelo, 2020) that international business
networks and global production processes have been disrupted by the COVID-19
crisis.

As the purpose of the present study is to analyze how international trade
evolves in time of a sanitary crisis, there are two types of factors that are
considered:

a) firstly, the sanitary factors, in the present case we talk about the
COVID-19 burden, that can be measured according to Hayakawa and Mukunoki
(2020) as the number of COVID-19 cases in a country and as the number of
COVID-19 deaths in a country and

b) secondly, the classical economic factors, that are seen as influencers of
the international trade activity. Among the classical factors that are identified in the
literature is the GDP (Gross Domestic Product) (Hayakawa & Mukunoki, 2020;
Whitten et al., 2021). The evolution of GDP is an indicator of the economic growth
of a country that is also an influencer for international trade (Umutesi, 2018). Also
other numerous factors are seen as influencers of international trade in a classical
way. These include political relations between countries (Whitten et al., 2021), but
also other aspects such as geography and distance, population, exchange rate, trade
agreements (Umutesi, 2018) and inflation (Bi et al., 2019). Some of these factors
have been considered in the present research.

Generally speaking, it is acknowledged that the economic impact of
sanitary crises is insufficiently studied (Leach et al., 2021) and that there are few
studies approaching this topic. The present sanitary crisis, the COVID-19 crisis is
also a topic that needs to be studied (Zahra, 2020). The COVID-19 crisis is a recent
event and it is still an on-going global phenomenon and therefore, even though
many studies started to be conducted in relationship to it, very few are concerned
with the effect of the COVID-19 crisis on international trade (Tudorache &
Nicolescu, 2021a; 2021b). At the same time, there are calls that research needs to
be conducted at all levels (Zahra, 2020) in order to better know how the health
crisis influences the economic life. COVID-19 health crisis has economic impact
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at global, at national, at industry, at company and at individual level and research is
needed at each of those levels.

In this context, the present research comes to fill in some of the existing
research gaps, by first offering more evidence about the economic impact of
sanitary crises in general and in doing so, in the case of this particular health crisis,
by analyzing the impact of the COVID-19 on international trade, that can be seen
as an analysis of a phenomenon taking place at global level (international
economic interdependencies) as well as, at national level (specific countries are
considered).

3. Methodology

The purpose of the study is to analyze the economic impact of the COVID-
19 health crisis on one main economic activity at international level, namely
international trade. The research question of this study is the following: What is the
impact of the COVID-19 crisis on the international trade activity?

Therefore, the aims of the research are:

- to identify if the economic crisis that was triggered by the sanitary and

health crisis impacted international trade

- to see if there are differences from one country to another in terms of

influence of COVID-19 crisis on international trade.

For this purpose two European countries are analyzed in the present paper,
namely Romania and Hungary by looking at the consequences of the COVID-19
crisis on the evolution of the international trade (in terms of both imports and
exports) for year 2020.

The impact of the COVID-19 crisis on international trade is measured
through the regression method, where the dependent variables are exports and
imports, while de independent variables include the COVID-19 burden (measured
as number of COVID-19 cases and as number of deaths due to COVID-19)
(Hayakawa & Mukunoki, 2020) and some other variables known in the literature
as influencing factors for the international trade activity (such as GDP, exchange
rates, inflation) (Umutesi, 2018; Whitten et al., 2020).

There are 3 models that are analyzed: 1) the first one only looks at the
influence of the COVID-19 burden on both exports and imports; 2) the second
includes as independent variables the COVID-19 burden and the GDP as one main
influencing factor of foreign trade (Hayakawa & Mukunoki, 2020) and 3) the third
model includes as independent variables all variables considered (COVID-19
burden, the GDP, the exchange rate and the inflation).

The regression equations la), 1b), 2a), 2b), 3a) and 3b) present the three
econometric models that have been used for the analysis of both exports and
imports in the two countries:
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Model 1:

EXPi = o+ pi COVCASES;+ f COVDEATHS;, + & (1a)
IMP i = Bo + p1 COVCASES;+ B, COVDEATHS;, + & (1b)
Model 2:

EXP;, = Bo + p1 COVCASES;,+ B, COVDEATHS;, + fs GDP;; + & (2a)

IMP i, = Bo + Bi COVCASES;, + Py COVDEATHS;, + psGDP,; +&x  (2b)

Model 3:

EXPi; = o + p1 COVCASES;; + B, COVDEATHS;; + B; GDPi; + BsEXCHR;; +
BsINFLi,t + €t (33)

IMP i = Bo + p1 COVCASES;; + B, COVDEATHS;; + ;3 GDPi; + B4EXCHR;; +
BsINFL;; + & (3b)
where:

o - intercept

B1, - regression coefficients for the number of COVID-19 cases,

B2 - regression coefficients for the number of COVID-19 deaths,

B3 - regression coefficients for the GDP

PB4 - regression coefficients for the exchange rate (national currency to Euro)
Bs - regression coefficients for the inflation

t - the country

i - the year

&it - the error terms

Monthly data are used for all indicators and the sources of data were the
statistical data bases of international organizations: World Trade Organization for
exports and imports, the European Centre for Disease Prevention and Control of
EU for the COVID-19 burden, Eurostat for quarterly GDP (that has been
decomposed in monthly data) and monthly inflation and the Romanian National
Bank and Forex Limited for exchange rates. The data series have been tested for
stationarity using the Augmented Dickey Fuller test (ADF test) and they have been
stationarized (by differentiation) before being included in the regression analysis.

The analysis of the data was conducted by testing the regression equations
presented. The following section, comprising the results of the empirical research,
also comments on the validity of the regression equations.
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4. Findings about impact of COVID-19 crisis
on international trade Romania

The analysis of the research results for Romania reveals that from the three
types of regression models tested only one (model 3 for exports) had statistical
validity with a p-value for the F-test lower than 0.05 illustrating a probability of
95% of the model being valid and a very high probability of the existence of a
relationship between the dependent variable of the model (in this case exports) and
the independent variables. In other words, exports of Romania in the year 2020
were influenced by a combination of factors including the COVID-19 burden
(number of cases and deaths), the GDP, the exchange rate and the inflation.
This model explained 89.2% of the evolution of exports in Romania in the
analyzed period, based on the coefficient of determination R?. Model 3 tested for
imports for Romania showed that there is a relationship between variables, but this
relationship is weaker from statistical significance point of view (p-value for
model 3 imports = 0.13), but still the model explains 80% of the evolution of
imports according to the coefficient R?.

As far as the other two tested models are concerned (model 1 and model
2), in the case of Romania, model 2 was not statistically valid, neither for exports,
nor for imports. At the same time, the testing of model 1 that considers the impact
of only the COVID-19 burden (cases and deaths) on international trade, illustrates
the existence of a relationship between variables, but with a smaller statistical
significance (model 1: p-value for exports = 0.15, for imports = 0.19). See Table 1.

Table 1. Validity of the regression models — Romania

ROMANIA

Model 1 Model 1 Model 3

Exports | Imports | Exports Imports Exports Imports

R Square 0.4165 0.3762 0.4343 0.3834 0.8921 0.8025

Adjusted R 0.2498 0.1980 0.1515 0.0752 0.7573 0.5556
Square

Significance F | 0.1517 0.1916 0.299 0.3736 0.0454 0.1382
(p-value)

Source: author’s calculations

The analysis of the regression coefficients (Table 2) showed that in model
3 for exports, for the number of COVD-19 cases, the number of COVID-19 deaths
and inflation were coefficients that were statistically significant at the 5% level,
illustrating their influence on the Romanian exports in 2020. An increase with one
person of the number of cases of COVID-19 in Romania determined an increase of
0.046 mill. Euros (46.000 Euros) in exports. At the same time, an increase in the
number of deaths with one, determined a decrease of the Romanian exports with
3.313 mill. Euros and an increase with one percent of the inflation in Romania
determined a decrease of 2.131 mill. Euros in exports.
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Table 2. Regression models’ coefficients — Romania

(22)
1ma 9L6T1- roQ TeTe- - - i - - - - - DOREGTL
LED FRGLE" iT0 £OThE- - - a - - - - -| e 2Buegoxy

(g ]
970 SELD oo 0L6°0 66L°0 GETD 3L9°0) 0LED - - - - 409
speap
£T0°0 TZE°E" 200°0 ETEE o TR0 96070 LLOT 18070 ore 290 e GI-aIAOD
0o S 2000 ord0 o1 9l00 06070 LT00 3800 9Too reoo 870°0] s==2 61-dIAOD
0800 9.59 200 9069 veo 860 L90 T E6T e GEEL EFL0 mmm..w.w.m 1da05230]
anjes-g | {565 A3 | ampea-g | FPSE5 XEWY | ampes-g | FEEN AERY | ompea-g | PSS UEFY | ampes-g | YFEEH AEFY | smpea-g .ﬂﬁmw
sprodmy saaodxy sprodmy spodxg srodmy saodxg
£PPYIN TIPPOIN [PPOIN
VINVINOA

Note: P-value < 0.05 => Confidence level 95%; P-value < 0.10 => Confidence level 90%

Source: author’s calculation

Volume 22, Issue 5, December 2021

664 Review of International Comparative Management



Model 3 for imports in Romania even though reflected a weaker
relationship from statistical point of view for the overall model (p-value = 0.13),
showed statistically significant coefficients, at 5% level for both: the number of
cases of COVID-19 and the number of deaths due to COVID-19 for 2020. This
illustrates that over 2020 imports in Romania were also influenced by the number
of COVID-19 cases and the number of deaths, with a 95% probability.

Model 1 for both exports and imports in Romania, even though with a
weaker significance for the overall models, indicated a statistically significant
relationship (at 90%) between exports and the number of COVID-19 cases and also
between imports and both the number of cases and the number of deaths

Hungary

The analysis of the data for Hungary indicates that only model 1 for
exports is valid from statistical point of view with a p-value for the F-test of 0.07,
illustrating a 90% probability of exports in Hungary being influenced by the
combination of two factors in 2020, the number of cases of COVID-19 and the
number of deaths because of the COVID-19. This model explained 52.6% of the
changes in the Hungarian exports in 2020 according to the determination
coefficient R?. Model 1 for imports illustrates the existence of a relationship
between imports and the number of COVID-19 cases and deaths in Hungary, but
the statistical significance is weaker and the model explains 39.2% of the evolution
of imports in Hungary in 2020.

For Hungary the testing of model 3, showed that this model is not valid
from statistical point of view, while for model 2, only for exports by enlarging the
range of validity, it can be stated that there is a relationship between imports and
COVID-19 cases and deaths, but this is weaker (p-value = 0.18).

The validity of all three tested models for Hungary is presented in Table 3.

Table 3. Validity of the regression models — Hungary

HUNGARY
Model 1 Model 2 Model 3
Exports | Imports | Exports | Imports | Exports | Imports
R Square 0.5262 | 0.3921 0.5262 | 0.4086 0.6468 0.4744
Adjusted R Square 0.3909 | 0.2185 0.2894 | 0.1129 0.2053 0.1825
Significance F(p-value) | 0.0731 0.1750 0.1862 | 0.3358 0.366 0.6412

Source: author’s calculations

The analysis of the regression coefficients (Table 4) shows for the valid
model (model 1 for exports) the regression coefficients are significant from
statistical point of view at the 5% threshold and that at an increase with one of the
COVID-19 cases, the exports in Hungary increased with 0.103 mill. Euros
(103.000 Euros), while an increase with one in the number of deaths determined a
decrease of 6.73 mill. Euros in exports.
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Table 4. Regression models’ coefficients — Hungary
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For Hungarian imports analyzed through model 1 (that illustrates a weaker
statistical validity), the regression coefficients are also statistically significant at
the 10% threshold, with similar directions of influence: the increase in the number
of COVID-19 cases determines a small increase in imports (65.000 Euros increase
in imports with every new case of COVID-19), whereas the increase in the number
of deaths determined a decrease in the value of imports (4.18 mill. Euros decrease
with every new death). In case of Hungary model 2 for exports has a weaker
validity of the model (p-value for F test of 0.18), but it has regression coefficients
statistically significant at the level of 5% for both number of cases and number of
deaths of COVID-19, illustrating the influence of the COVID-19 burden on the
Hungarian exports in 2020. Model 3 is not valid for Hungary, even though both
COVID-19 burden coefficients showed to be statistically significant at a 10%
threshold in case of exports.

The different models that were tested wanted to identify if the COVID-19
burden variables alone have an influence on international trade or if they have a
combined influence with other classical economic influencers of international
trade.

Looking at the results obtained from the testing of the three models, it can
be observed that for Romania model 1, that only considered the influence of the
COVID-19 burden on international trade and model 3, that considered the
influence of more factors on international trade (the COVID-19 burden and other
economic factors) proved to have certain levels of validity and statistically
significant coefficients (with both 95% and 90% probability), whereas in case of
Hungary model 1 and model 2 had certain levels of validity with regression
coefficients statistically significant (with both 95% and 90% probability).

5. Conclusions

The conclusions of the present paper are that COVID-19 crisis influenced
international trade in both countries and that the impact of the COVID-19 burden
manifested both on imports and exports in Romania and Hungary during 2020.

However, the results of the study have a contradictory character, as the
increase in the number of COVID-19 cases in both Romania and Hungary during
2020, determined an increase (small, but still an increase) in exports, while the
number of deaths due to COVID-19 determined a decrease in exports and also in
imports in both countries. The impact exists, exports and imports fluctuated during
2020 with a decrease tendency in the first part of the year followed by a recovery
in the second part of the year. Data on international trade is statistically related to
the COVID-19 data, but the directions of influence are not very clear as far as the
two indicators measuring the COVID-19 burden are concerned. While for the
number of the COVID-19 deaths, the impact on international trade was clear,
determining decreases for both exports and imports in both countries in the case of
all three models considered, for the number of the COVID-19 cases the influence
seems to be positive, determining a small increase in both imports and exports for
both countries in all three tested models. In other words, the number of COVID-19
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cases seem to have a positive influence on international trade, while the number of
COVID-19 deaths had a negative influence. For Romania, inflation was also a
factor with negative influence on exports.

The results of this research are very novel, as they consider on-going
events. Some early studies tried to approach the topic and the results of our
research it is consistent with the early results of Hayakawa and Mukunoki (2020)
for example, who studied the impact of COVID-19 burden on international trade at
the beginning of 2020 and concluded that COVID-19 influenced the worldwide
trade and the negative influences rather come from developing countries whose
exports were the most affected. Another study that assessed the impact of COVID-
19 on trade between Eastern Europe and China (Megits et al., 2020) and forecasted
the evolution of international trade between the two regions, also found that
COVID-19 crises determined a decrease in trade between the analyzed countries.
Such evolutions, also illustrate how different types of crises (Nicolescu &
Tudorache, 2020) economic or sanitary impact economic and financial life in
Central and Eastern Europe.

The contributions of the paper are multifold: a) theoretical, as the research
developed a category of models that measures the impact of the COVID-19 burden
on the overall international trade of a country, models that have been partially
validated by the analyzed data and b) the practical contribution of the paper
consists in lessons for policy makers at the level of authorities and decision makers
at company level for future actions in the situations of sanitary crisis (to identify
ways to diminish the potential negative effects on purchasing and on supply
activities of companies, on imports and exports of companies and countries
determined by the health crisis).

The overall conclusion is that economic interdependencies between
countries are affected by global sanitary crises (such as the present one) and they
need to be considered by decision makers at all levels. Future research can consider
more specific influences of COVID-19 crisis, such as on bilateral trade
relationships between countries and even industry specific level trade influences

References

1. Belhadi, A., Kamble, S., Jabbour, C.J.C., Gunasekaran, A., Ndubisi, N.O. &
Venkatesh, M. (2021). Manufacturing and service supply chain resilience to the
COVID-19 outbreak: Lessons learned from the automobile and airline industries.
Technological  Forecasting  and  Social  Change, 163:120447. DOI:
10.1016/j.techfore.2020.120447.

2. BiY., Alexander W.R.J & Pei Z. (2019). Factors affecting trade in services: evidence
from panel data, Applied Economics, 51(34), 3730-3739. DOI: 10.1080/
00036846.2019.1584379.

3. Bremmer, 1. (2020). How will the world be different after COVID-19?, Finance &
Development, June 2020, International Monetary Fund. Retrieved from
https://www.imf.org/external/pubs/ft/fandd/2020/06/how-will-the-world-be-different-
after-COVID-19.htm.

4. European Centre for Disease Prevention and Control of EU.
https://www.ecdc.europa.eu/en/cases-2019-ncov-eueea.

668 Review of International Comparative Management Volume 22, Issue 5, December 2021



10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

Garofali, A. (2020). International economic outlook in times of Covid-19 - A SWOT
analysis-. In Gardini, G. L. (Ed). The world before and after Covid-19, European
Institute of International Studies (EILS), Stockholm, 57-61.

Gruszczynski, L. (2020). The COVID-19 Pandemic and International Trade:
Temporary Turbulence or Paradigm Shift?. European Journal of Risk Regulation,
11(2), 337-342. DOL: https://doi.org/10.1017/err.2020.29.

Hayakawa K. & Mukunoki H. (2020). Impacts of Covid-19 on international trade:
evidence from the first quarter of 2020, IDE-JETRO Discussion Paper 791/2020.
Retrieved from file:///C:/Users/GT/AppData/Local/Temp/IDP000791 001.pdf
Ibn-Mohammed, T., Mustapha, K.B., Godsell, J., Adamu, Z., Babatunde, K.A.,
Akintade, D.D., Acquaye, A., Fujii, H., Ndiaye, M.M., Yamoah, F.A. & Koh, S.C.L.
(2021). A critical analysis of the impacts of COVID-19 on the global economy and
the ecosystems and opportunities for circular economy strategies. Resources,
Conservation & Recycling, 164:05169. DOI: 10.1016/j.resconrec.2020.105169.

Leach M., MacGregor H., Scoones I. & Wilkinson A., 2021. Post-pandemic
transformations: How and why COVID-19 requires us to rethink development, World
Development, 138, 105233.

Manyika, J. (2020). How will the world be different after COVID-19?, Finance &
Development, June 2020, International Monetary Fund. Retrieved from
https://www.imf.org/external/pubs/ft/fandd/2020/06/how-will-the-world-be-different-
after-COVID-19.htm.

Megits N., Neskorodieva 1. & Schuster J., 2020. Impact assessment of the COVID-19
on trade between Eastern Europe and China. Journal of Eastern European and
Central Asian Research, 7(3), pp. 385-399.

Nicolescu L. & Tudorache F.G. (2020). Investment behaviour in mutual funds: is it a
knowledge-based decision?, Kybernetes, 2020, ahead-of-print.

Rebelo, S. (2020). How will the world be different after COVID-19?, Finance &
Development, June 2020, International Monetary Fund. Retrieved from
https://www.imf.org/external/pubs/ft/fandd/2020/06/how-will-the-world-be-different-
after-COVID-19.htm.

Tudorache A. T. & Nicolescu L. (2021a). Opinions on the economic impact of the
COVID -19 crisis and the world after — an international perspective, Sciendo
Conference Proceedings at ICBE 2021 International Conference, 18-19 March 2021,
Bucharest, Romania, in print.

Tudorache A. T. & Nicolescu L. (2021b). Romania’s bilateral trading relationships
during the health crisis. Conference Proceedings at Strategica 2021 Conference,
21-22 October 2021, Bucharest, Romania, in print.

Umutesi M.C. (2018). An analysis of the Causative Factors of Trade Flows between
Rwanda and its main Trading Partners, East Africa Research Papers in Economics
and Finance, EARP-EF no. 2018: 22. Retrieved from https:/ju.se/
download/18.243bd3a4161b08d5¢5817853/1520578313115/EARP-EF%202018-
22%20Umutesi.pdf.

Zahra, S.A. (2021). International entrepreneurship in the post Covid world. Journal of
World Business, 56(1), DOI: 10.1016/j.jwb.2020.101143.

Whitten G., Dai X & Pang Y. (2020). Do political relations affect international trade?
Evidence from China’s twelve trading partners. Journal of Shipping and Trade,
5(21), 1-24. DOI: 10.1186/s41072-020-00076-w.

World Trade Organization, interactive data base, https://www.wto.org/english/
res_e/statis_e/merch_trade stat e.htm

Review of International Comparative Management Volume 22, Issue 5, December 2021 669



	Abstract

