POLITECHNIKA
| | LUBELSKA
MONOGRAPHS [ [ LUBLIN UNIVERSITY
OF TECHNOLOGY

COVID-19 -
a challenge for economics
and management

Editors
Agnieszka Rzepka
Pawet Bankowski

.. U

=

N

—_—~

J8

fiii 5 Ul
ATTTIEN T —

-




COVID-19 -

a challenge for economics
and management



~— MONOGRAPHS N

Scientific Council of the Publishing House
of Lublin University of Technology

Head of the Scientific Council:
Agnieszka RZEPKA

Director of the Center of Scientific and Technical Information:
Katarzyna WEINPER

Lublin University of Technology Publishing House:
Magdalena CHOLOJCZYK
Karolina FAMULSKA-CIESIELSKA
Jarostaw GAJDA
Anna KOETUNOWSKA
Katarzyna PELKA-SMETEK
Anna STROJEK

Representatives of scientific disciplines
of Lublin University of Technology:
Marzenna DUDZINSKA
Matgorzata FRANUS
Arkadiusz GOLA
Pawet KARCZMAREK
Beata KOWALSKA
Anna KUCZMASZEWSKA
Jarostaw LATALSKI
Tomasz LIPECKI
Zbigniew t AGODOWSKI
Joanna PAWLAT
Lucjan PAWLOWSKI
Natalia PRZESMYCKA
Magdalena RZEMIENIAK
Mariusz SNIADKOWSKI

Honorary representatives:
Zhihong CAQ, China
Miroslav GEJDOS, Slovakia
Karol HENSEL, Slovakia
Hrvoje KOZMAR, Croatia
Frantisek KRCMA, Czech Republic
Sergio Lujan MORA, Spain
Dilbar MUKHAMEDOVA, Uzbekistan
Sirgii PAWLOW, Ukraine
Natalia SAVINA, Ukraine
Natia SHENGELIA, Georgia
Daniele ZULLI, Italy

“~ OF LUBLIN UNIVERSITY OF TECHNOLOGY —~



COVID-19 -
a challenge for economics
and management

Editors
Agnieszka Rzepka
Pawet Bankowski

o /  UBLIN UNIVERSITY
OF TECHNOLOGY
PUBLISHING HOUSE

Lublin 2024




REVIEWERS:

Prof. David Toscano Pardo, Universidad de Huelva
Prof. Tom Hashimoto, ISM University of Management and Economics
Prof. Jozef Ristvej, University of Zilina

EDITORS:

Agnieszka Rzepka, Ph.D., D.Sc., Prof. LUT, Lublin University Of Technology, @ 0000-0003-4495-6066
Pawet Barikowski, M.Sc., Lublin University Of Technology, @ 0000-0003-4907-8039

Source of the image on the cover and half-title page: stock.adobe.com

Published with the approval of Rector of Lublin University of Technology

ISBN: 978-83-7947-587-2 (print version)

ISBN: 978-83-7947-588-9 (electronic version)

Publisher: Wydawnictwo Politechniki Lubelskiej UBLIN UNIVERSITY
www.wpl.pollub.pl W OF TECHNOLOGY
ul. Nadbystrzycka 36C, 20-618 Lublin PUBLISHING HOUSE

tel. (81) 538-46-59

Electronic version of this book is available at PL Digital Library www.bc.pollub.pl

The book is provided under a Creative Commons Attribution-ShareAlike License 4.0 International
(CCBY-SA 4.0)

Imprint: 50 copies


https://orcid.org/0000-0003-4495-6066
https://orcid.org/0000-0003-4907-8039

Table of contents

Introduction

1

10

11

12

13

14

Economic impact of COVID-19 on the Spanish retail sector
Rocio Garcia Rubio, Pablo Lépez Muelas Iniesta

Economic impact of COVID-19 on the Spanish financial sector
Natalia Taboas Outo6n, Lucia Del Riego Pérez

Economic analysis of changes resulting
from a pandemic in various sectors of economy
David Dominguez Gonzalez, Carlos Montes Rodriguez

Economic impact of COVID-19 on the Spanish tourism
Julieta Sanchez, Lucia Azcona

Effects of the pandemic on the hospitality industry in Spain
Francisco Javier Ramos Blasco

Modern methods and concepts in management sciences
during the COVID-19, responsible management in new conditions
Baya Khemakhem, Oussema Ellouze

Problems of the global and European economy in times of pandemic
Manuel Ruben Veiga Fernandez, Belen Veiga Fernandez

Entrepreneurship and labor markets in times of pandemic
Fatih Kara, Ugur Duman

Effects of the pandemic in the european economy
Alex Rochera Alba, Natalia Alonso Sandoval, Agustin Valladares Lucena

Economic policy in times of pandemic
Sandra Zofia Nowak, Ignacio Sanz Aznar

Economic impact of COVID-19 in the Spanish distibution channels
Carlos Duarte Carillo, Jamie Romero Cabellero

An evaluation on economic policies applied
in the world and Turkey in COVID-19 global outbreak
Dilay Aydan Bayram, Busra Tudem Toptas, Sedanur Sen

Assessment of the functioning of the student
scientific movement at the Lublin Univerity of Technology
Paula Bochen, Dominika Brzozowska

Academic internationalization: comparative methodology
in student selection processes

Laura Ancona Lopez Freire, Vanessa Louise A. Fabrega,

Mateus Cardeal de Oliveira Lima, Rikelly Rodrigues Machado

17

27

33

41

51

65

73

79

87

93

103

113



15 Success factors in small and medium businesses 127
Rusudan Kutateladze, Mzevinar Nozadze, Tamari Kajaia

16 Virtual mobility as a new trend of internationalisation
and university management in the post-COVID reality based
on own experiences 137
Yuliia Boiko, Agnieszka Rzepka

Summary 149



Introduction

The COVID-19 pandemic has been one of the most disruptive and chal-
lenging events that has occurred recently, affecting millions of lives and
livelihoods around the world. Additionally, the pandemic has prompted
unprecedented responses and adjustments in a number of societal
sectors, including business, the economy, and education. This book
aims to address the questions of how these sectors have coped with the
crisis, what opportunities have emerged from it, the lessons learned,
and the best practices that can be applied in the post-COVID reality,
all from a multidisciplinary perspective.

This book is the result of a collaborative effort of students and
professors from different countries and disciplines who participated
in an international program organized by the Lublin University of
Technology in Poland. Fostering academic exchange in the face of travel
restrictions and lockdowns imposed by the pandemic, the participants
were able to share their experiences and insights to produce original
and relevant research papers on various topics related to the impact
of COVID-19 on business, the economy, and education.

The book consists of sixteen chapters, each covering a specific
aspect of the main theme. The first two chapters present the economic
impact of pandemic on the financial and retail sectors in Spain. Chap-
ter three presents an economic analysis of the changes resulting from
the pandemic in various sectors of the economy. The fourth chapter
explores the impact of the pandemic on the Spanish tourism market.
And in the fifth, the authors present the effects of the pandemic on
the Spanish tourism market. The sixth chapter highlights modern
methods and concepts in management science and their adaptation
under new conditions. The authors of the seventh chapter analyze
the problems of the global and European economy during the pandemic.
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The eight chapter explores the relationship between entrepreneurship
and the labor market in times of pandemic, focusing on the challenges
and opportunities for entrepreneurs. Chapter nine presents the effects
of the pandemic on the European economy while chapter ten presents
economic policies during COVID-19. In Chapter 11, the authors present
what economic impact the pandemic had on the Spanish distribution
channels while Chapter twelve highlights the evaluation of economic
policies globally and in Turkey during the pandemic. The thirteen
chapter assesses the functioning of the student scientific movement
at the Lublin University of Technology, evaluating the benefits and
drawbacks of international mobility as a process of academic and
cultural improvement. The fourteen chapter compares the methodol-
ogy of student selection processes for academic internationalization
in different countries, proposing recommendations for an ideal candi-
date profile sought by universities worldwide. The fifteen chapter
identifies the success factors in small and medium businesses, based
on a survey conducted among entrepreneurs in Poland and Georgia,
while the sixteen and final chapter reflects on the experience of virtual
mobility as a new trend of internationalization and university manage-
ment in post-COVID reality.

In addition to the responses and opportunities that arose from
the COVID-19 pandemic, this book provides a comprehensive and
varied overview of its effects on business, the economy, and educa-
tion. Furthermore, the book demonstrates the worth and capacity of
virtual mobility to promote scholarly distinction and global collabo-
ration during periods of turmoil. Participating in the ongoing debate
about how to deal with COVID-19’s consequences, the book is aimed
at students, researchers, and practitioners who want to learn more
about the pandemic’s impact and best practices for the future.

Agnieszka Rzepka
Pawel Barikkowski



Economic impact of COVID-19 on 1
the Spanish retail sector

Rocio Garcia Rubio | University of Murcia, Spain

Pablo Lépez Muelas Iniesta | University of Murcia, Spain

Introduction

Retail is a type of trade that is carried out by those companies whose
objective is to sell a massive stock to multiple end customers. It is
gaining more and more importance thanks to the digital transformation
of companies (Nicolas, 2017).

It is important to make it clear that a retailer is not exclusive or
necessarily associated with a physical establishment. Based on this
characteristic, we could differentiate the types of retailers such as:

Offline retailers: those whose business model is based solely on
the commercial activity carried out in physical stores.

E-retailers: the opposite of the classic model, those that only use
the Internet as a sales channel through eCommerce.

Brick and Mortar: this is the hybrid model in which physical stores
are combined with the online store.

Due to the effects of the pandemic, retailers have to (Globalkam,
2020) act to save their business. Most retailers believe that the effects
of the pandemic will be permanent.

Changes in the retail industry triggered by COVID-19

The impact of COVID-19 on the Retail industry is unprecedented. Among

(Ballesteros, 2021) the main trends that the pandemic is driving high-

lights the following:

» Automation of processes that reduce physical contact. The increase
in online sales, either with delivery to private homes or collection
by consumers in stores.



= Return to sale by phone or by appointment.

= Safety in stores for employees and customers has become the ab-
solute priority, which has forced some important investments for
companies in the sector.

e There is less traffic in stores.

= Customers want to spend as little time as possible in stores and
seek availability and ease of purchase, so now more than ever
there should be zero tolerance for out of stocks.

COVID-19 arrives
Switch to online shopping

Retailers are focused on permanently switching to online sales chan-
nels. 90% of retailers believe that online transactions will continue
at their current levels or increase in the coming years.

Thus, 90% indicate that supplier retention was of vital importance
to their business strategy, and almost 70% have used or plan to use
financial (OECD, 2020) tools and advance payment to support suppliers
with their financial requirements. On the other hand, 60% of retailers
plan to transform their shopping strategy to adapt to geopolitical and
social factors.

Spain: retail spending by sales channel.

Grey: face-to-face payments.

Blue: E-commerce payments.

Espana: gasto en retail por canal
de venta
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Fuente: CaixaBank Research, a partir de datos internos.
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Global (Ibafiez de Aldecoa, Llorens i Jimeno, 2021) lockdowns to
stop the spread of COVID-19 have forced consumers to shop differently
and develop new shopping habits and preferences, primarily digital.

Spain: weight of spending on e-commerce.

Total, appliances, sports (Ibafiez de Aldecoa, Llorens i Jimeno, 2021),
bookstores, shoe stores, textiles, furniture, jewelers and supermarkets.

Espana: peso del gasto e-commerce
(% sobre el total de gasto efectuado en TPV)
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sector retail  mésticos papelerias superficies

Oct. 2019 [] may.2020 W Oct.2020

Fuente: CaixaBank Research, a partir de datos internos.

Changes in consumer behavior

Now that smaller companies can enter the market more easily, brand
loyalty is less important to consumers than the shopping experience.
For this reason, retailers must deliver personalized experiences and
remove customer pain points to get noticed. To be profitable, brands
need to focus (OECD, 2020) on making ad spend more efficient, and
technology can do just that.

The binary choice between physical stores and online commerce is
no long-er enough for consumers. Their preference for convenience and
flexibility re-quires companies to explore options such as: social shopping;
buy online, pick up in store; delivery lockers; and similar alternatives.

Policies to support the retail sector
To help otherwise businesses survive (Perea, 2020) the current crisis and
safeguard the jobs that go with it, governments need to help the retail

sector weather the three shocks it faces: a demand shock, a supply shock,
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and a productivity shock. In the short term, it is necessary to support
retail companies, as well as other companies in the commercial sector.

First, governments will need to make liquidity support available to
retailers quickly and affordably to keep them afloat. Second: Governments
will have to help essential retailers deal with labor supply shortages.

Third: governments will need to support retail businesses in imple-
menting social distancing measures aimed at keeping their staff and
customers safe. Fourth: governments need to make sure that after
the crisis there is still enough competition in the retail sector. Fifth, in
the long term, the retail sector will benefit from efforts to increase its
resilience to shocks.

Effects of the challenges faced
Liquidity

While governments around the world have allowed companies to
temporarily reduce or defer some of their operating costs, particularly
with regard to staff costs and tax requirements, these measures are
not going to continue (Perea, 2020) indefinitely. Retailers that have an
established online presence are better able to adapt their operations
and continue to generate some level of sales.

Cost management

Social distancing and increased cleaning and hygiene have created addi-
tional operating costs. Some brands simply didn’t have the infrastructure
to deal with the surge in orders. For stores that are or have been (Perea,
2020) closed or have large amounts of unsold stock, fixed costs are a seri-
ous issue. If they can’t adapt to the online channel, these companies will
need to seek help from the government, funders, or their shareholders.

Debt and restructuring
With revenues low and many retailers facing a stable period of depressed
demand, finding constructive solutions to debt repayment is a major

priority. It is important for companies to maintain clear communication
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(Perea, 2020) with owners, shareholders, banks, and other stakeholders
about their ability to operate.

Banks may be willing to reschedule debt payments, but only if
companies can demonstrate the viability of their recovery strategy.
The concern for financiers when agreeing to this type of extraordinary
measure, or when committing to additional loans, is knowing under
what conditions the retail sector will overcome this crisis.

Study of the impact on Spanish companies
El Corte Ingles

El Corte Inglés has managed to alleviate the effects of the pandemic
through a firm commitment to the physical store, digitization and
the development of new businesses. The company ends the 2020 finan-
cial year with a positive Ebitda, although it closes with a net loss
without provisions of 445 million euros due to the restrictions imposed
by COVID-19; cessation of a large part of its activity during the confine-
ment and the subsequent closures that occurred in the autonomous
communities, as well as the total absence of tourism, both (El Corte
Inglés, 2021) national and international.

Decathlon

Decathlon survives in the year of the pandemic: it reduces sales by
only 10.8% in Spain. The company closed the year with a turnover
of 1,526 million euros, which represents 13% of the group’s global
turnover. Ecommerce thus represented 18% of Decathlon’s total turn-
over in Spain.

The chain is also diversifying its customer contact channels with
the launch of a chat, with the aim of allowing them to make short-term
video calls, and a loyalty program, which allows the incorporation of
both individual and collective members, like a sports club.
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Methods

The method used is deductive: it is the orientation that goes from
the general to the specific. That is, the approach starts from a general
statement from which specific parts or elements are unraveled. In this
case, we have started from the basis that the COVID has affected
the retail sector and we have investigated how and what the affected
subjects have done in the face of these changes. In addition, we have
studied the effect of two Spanish companies in particular

Results and conclusions

Definitively, COVID-19 changed the way the retail industry has tradi-
tionally worked. This fundamentally caused the sudden growth of
online shopping, as well as encouraging the use of technology in all
aspects.

Modifications in consumer behavior are already here. The fact is
that brand loyalty has been strongly affected, and this has developed
into a great willing of switching the brands people tend to use as soon
as they are attracted to another one.

One of the big consequences of these changes caused by COVID-19
is consumer dissatisfaction, and this is a challenge organization need to
face. COVID-19 has exposed the imperfection of the retail industry, and
the lack of stock, the 20% of online bought items returned or the long
checkout lines are symptoms the industry needs to study.

Not all news in this context is bad. Thereby, the rise in the food
sector is proof that there is also a positive part. In addition, the exam-
ples of El Corte Ingles and Decathlon show that not everything in
the retail industry needs to be updated, given the fact that they have
been able to overcome the difficulties of the pandemic.

The main financial effects have been the serious challenge with
liquidity, the cost management that has accompanied the rise of the food
sector, or the need to get into debt in order to implement the required
measures.

One of the vital points towards the success in facing future pandem-
ics is the role of the governments, which need to understand that they
play a fundamental part.
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Abstract

The most common feature of the retail sector is the sale to the end customer. The pattern that
follows is a repetition of sales. In this sector, the most important thing is to capture the buyer’s
attention. With the crisis caused by COVID-19, this sector has been affected and has had to reinvent
itself and change its way of working to save itself. The changes those Spanish retailers have found
in the consumption patterns of their customers is leading them to the need to readapt physical
stores to the new reality. The objective of this work is to analyse all these changes in both companies
and consumers in Spain.

Keywords: COVID-19, economy crisis, changes, Spanish retail.
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Economic impact of COVID-19 on 2
the Spanish financial sector

Natalia Taboas Outén | University of Santiago de Compostela, Spain

Lucia Del Riego Pérez | University of Santiago de Compostela, Spain

Introduction

Spain has been one of the advanced economies most affected by
the crisis due to the COVID-19 pandemic, with a drop in GDP (Gross
Domestic Product) of 10.8% in 2020. As a result of this, many compa-
nies have left the country, increasing the financial vulnerability of the
corporate sector.

In this article we are going to talk about the impact of COVID-19 like
the need for liquidity of some Spanish companies taking into account
temporary employment regulation files.

We will also study, through graphics, a simulation of what the situ-
ation would have been like without the COVID-19 pandemic, its conse-
quent crisis and some measures.

Literature review

Evolution of financial institutions in Spain before COVID-19

First of all, we are going to start with the years prior to the pandemic
in order to understand what the Spanish financial institutions were
like and how they could be affected by a new crisis.

2000-2007: Economic growth - Growth and economic prosperity.

Increase in the amount of deposits by consumers, although to
a lesser extent than the number of credits granted.

Great weight of the real estate sector in the Spanish economy.
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2008-2012: Financial crisis - Economic crisis.
Bank restructuring.
Creation of different public bodies: MUR, MUS, FROB.
Implementation of economic, fiscal and monetary measures to
solve the crisis.

2012-2018: Recovery - Economic growth.

Readjustment of installed capacity in the banking system (reduc-
tion in the number of institutions, number of employees and branches)
- Improvement in the solvency of credit institutions.

COVID-19 crisis

Between April and December 2020, the 70% of non-financial Spanish
companies would have presented liquidity needs, which represents
13 pp more compared to the percentage that would be obtained under
a scenario in which no produced the pandemic (chart 6).

Despite the fiscal policies applied such as the Record of Temporary
Employment Regulation, which helped reduce liquidity needs, these have
continued to increase between the second and fourth quarters of 2020, to
around €233 billion euros, 67 billion euros higher than those that would
have occurred in the scenario counterfactual without pandemic (chart 7).

Digitalization of the financial sector

In 2020, most of the experts believed that the recovery from the crisis
would last at least 2 years, a factor that today we can confirm and,
furthermore, add that it will last even longer. Financial sector revenues
will have been reduced by between 10 and 25 percent due to the impact
of the pandemic.

Years ago, a digitalization process of people, companies and public
administrations had already begun, but the pandemic has accelerated
this process, especially in the financial field where the changes have
been very intense. This has been possible thanks to the technological
effort that had already been prepared for years before the pandemic
with more digital customers, more sales digital and more contracts
for online products.

18



One of the consequences of this process has been the appearance
of new competitors such as technology companies (bigtech), compa-
nies technology-based finance (fintech), digital platforms credit (P2P
platforms) or companies in the sector of telecommunications, which
will go into business with traditional banking entities.

The high level of Spanish banking digitization, above others compa-
rable banking sectors, has allowed them to broaden their base of digi-
tal customers during the pandemic. The sector most affected by this
process has been the older sector, the rural population and the foreign
nationality.

To carry out this process, there has been a significant increase in
the budget dedicated to technology spending. In 2020, the percentage of
spends on technological (technological expenditure or operating expenses)
of the sector stood at 6.21%, unlike in 2014 which stood at 3.61%.

The result of the Spanish banking system is well above the obtained
by banking sectors of your environment. The industries French, German
or Italian are less advanced as can be seen in Figure 2.1.

Measures following the financial crisis

In the post-crisis period, not only concerning the restructuring of
the financial system, which was indeed a measure to resolve the financial
crisis, the EU introduced a series of measures to prevent, in the future,
possible new crises, and not fall into the same mistakes as in the past.

The financial sector was at a very sensitive point during 2008
and 2012, reflecting that the financial system needed to improve EU
regulation and supervision. The EU therefore decides to create a new
financial framework called the European Banking

Union. In this new European financial framework, a strategy was
proposed with a series of measures, which are framed within the Bank-
ing Union process. The three most important were:

Establishment of the Single Supervisory Mechanism (SSM): The sole
objective of the creation of this mechanism is to restore confidence in
the banking sector and thereby make credit institutions stronger.

Creation of the Single Resolution Mechanism (SRM): Formed by
the Single Resolution Board and a Single Resolution Fund. The key objec-
tives are to strengthen confidence in the banking sector, prevent bank
panic or eliminate the division of financial services in the euro area.
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European Deposit Guarantee Fund (FEGD). It is a fund that consists
of improving EU regulations, with the aim of protecting depositors of
deposits in the event of bankruptcy by credit institutions.

In addition, a new financial institution was established in Spain.
This body was renamed: The Bank Restructuring Asset Management
Company: LA SAREB. Its main function is to divest all those toxic assets
that the entities had.

Finally, Spain asked the European Union for help to capitalize on
the whole of the Spanish financial system so that it would have greater
support and so that the financial system could be brought to fruition
through the European Stability Mechanism (ESM), as well as want to
do right now because of the COVID-19.

The ESM provides assistance and stability to all euro area coun-
tries that are going through a series of economic difficulties or are at
high risk of being in difficulties. It is also responsible for issuing debt
securities to finance loans and other forms of financial assistance to
euro area countries.

With all these new measures and policies that were implemented,
it can be understood that the Bank of Spain passed many of its compe-
tences to the European Central Bank.

Refinancing and restructuring in Spanish banks: impact of COVID-19

Although the COVID-19 crisis has not so far resulted in an increase
in the rate of late payments in Spanish banks, due to the measures
implemented to cushion its impact, there are already indications of
deterioration in the quality of assets, seeing the break in the down-
ward trend of refinanced/restructured exposures in recent years. Data
from the fourth quarter of 2020 show that the refinancing ratio has
increased compared to the previous quarter, so it is advisable to moni-
tor its evolution in the coming months. The comparative results show
that, although the refinancing ratio of Spanish banks had fallen more
sharply in recent years than in European banks, by the end of 2020
the ratio of significant institutions (those directly supervised by the
ECB) is 0.5 points higher in Spain, with Spanish banks concentrating
the largest volume of refinanced exposures in the eurozone (20%).
A noteworthy fact is that in Spain the percentage of doubtful loans refi-
nanced is higher than the eurozone average (50.2%, or 11.5 percentage
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points more), which implies that it resorts more to refinancing in case
of borrower difficulty.

For the total business of Spanish credit institutions, the most recent
data from the fourth quarter of 2020 show that the fall in the refinancing
ratio has been interrupted (refinancing and restructuring as a percent-
age of total exposure) (Graph 1), which has increased from 1.86% in
the third quarter to 1.87% in the fourth quarter, a slight increase of
0.53% in the volume of refinancing (EUR 420 million).

Already in the second quarter of 2020, refinancing increased by
2.2%, a growth that contrasts with the uninterrupted falls of previous
years. However, in that quarter the refinancing ratio did not grow
because of the 5.7% increase in the value of the exposures, which were
partly affected by the higher volume of credit thanks to ICO’s guar-
antees. At the end of 2020, the total amount of refinanced exposures
amounts to €79.034 million, 36% lower than the figure for the first
quarter of 2018 (€123.233 million).

Methods

We based our study in articles of the Bank of Spain and in other articles
about the current financial crisis from where we collect information for
the realization of the graphics. We also talked about the prior years to
the pandemic so we can see the difference with the economic situation
in the present and the consequences. Finally, we talked about the meas-
ures adopted by the government for the recovery of the economy.

Results

As a result of our study, we have recapitulated that they are suffering
and will suffer the effects of relaxation in the containment of the public
deficit during the last years and more specifically with the arrival of
the coronavirus.

In addition, there is a certain chaos in the maintenance of produc-
tive capacity and the stimulation of demand and security. The set of
measures that have been announced successively since that COVID-19
appeared generate bewilderment due to its misinterpretation which
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causes that a very important part of the effort falls on the business
sector and individuals.

Conclusion

To conclude, after everything exposed in the article, the whole world
has been affected and they have entered a great recession due to
the pandemic.

In the case of Spain, it can be said that it is one of the greatest
crises without precedents, because of how it has affected our way of life.
We can highlight the great stagnation of the economy due to the measures
adopted by the Government, but above all due to the large number of jobs
destroyed and the bankruptcy of thousands of businesses.
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Abstract

With this article we intend to show, expose and report on the changes experienced in the economic-
-financial sector of our country due to the worldwide known COVID-19 pandemic. This issue is a very
important part of the current economic situation worldwide.

Keywords: COVID-19, economy, measures, Spain.
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Economic analysis of changes
resulting from a pandemic in various 3
sectors of economy

David Dominguez Gonzalez | University of Cordoba, Spain

Carlos Montes Rodriguez | University of Cordoba, Spain

Results
Sanitary

Spain is among the countries most affected by the global coronavirus
pandemic. After experiencing one of the biggest economic contractions
among the economies of the European Union, between April and June
2020, Spain has leaded the second wave of infections.

Effects on GDP

The pandemic causes GDP to fall through three mechanisms: reduced
consumption and increased savings due to expectations of families,
the loss of net wealth linked to the pessimistic evolution of the markets
financial, which ends up transferring to the real economy, and the disrup-
tion of supply, and disruptions in supply chains, which have a direct
impact on employment and productivity.

GDP losses attributable to the pandemic are due to three types of causes.

Exogenous to the country, according to the global epidemiological
evolution and specifically in the countries, economically more inter-
dependent, for example a high incidence in countries that sending
tourists to Spain would almost automatically reduce tourism revenues.

Causes related to the evolution of the epidemic but beyond
the control of the governments.

Fall in GDP caused by “avoidable” restrictions on economic activity,
that is, by suboptimal interventions and restrictions. In any case, it is
worth noting that there is evidence of a negative association between
mortality from COVID and the drop in GDP.
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Rescue funds and their distribution. Tax spending and the role of the EU

Part of the rescue funds injected in 2020 to the health system are to
face the direct health costs of the pandemic, some 9,000 million euros,
including the financing of the test, trace and isolation strategy.

The General State Budgets for 2021 include 2,423 million € for health
of European aid plus 522 financed by the mechanism of recovery and
resilience, representing around 11% of the nearly 27,000 million € of
European funds incorporated into the PGE. The 7.33 billion € allocated
to health and health with centralized allocation represent an increase in
75.3% compared to 2019 and reflect the budget effort for primary care
and community (€1,089 million), to finance the vaccine against COVID-19.

Hospitality

The crisis caused by COVID-19 is having an unprecedented impact on
the world economy, and on the Spanish economy in particular.

The strict confinement measures in force during much of 2020
and the restrictions on international tourism led to a historic drop in
Spain’s GDP, which decreased by 17.8% quarter-on-quarter (21.5%
year-on-year), the largest decrease observed since 1995.

The new forced closure of bars and restaurants has once again
shaken the hospitality sector, which is one of the most important in
Spain and is experiencing its worst year, and by far. COVID-19 has
implemented new models of social relations, with restrictive measures
in which distances between people prevail, reduced capacity, outdoor
meetings and a decrease in the number of people with whom interper-
sonal contact can be maintained, with the objective of curbing infec-
tions and ensuring the health of citizens. A new protocol that changes
the business model of hoteliers and the social customs of the Spanish.

During the months of April to June, dates in which the country
was in a situation of total confinement, the hotel industry had 400,000
fewer workers than at the same time of the previous year.

Food sector

The impact of COVID-19 in the food and beverage sector has been
a huge challenge for an industry that already assumes, on a regular
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basis, a high sense of responsibility towards society. The pandemic has
posed challenges and has brought much learning, both in the field of
consumer and in strategic decisions.

In this context of an exceptional drop in activity, the agri-food sector
has shown a very favorable evolution, even countercyclical. Thus, the gross
value added of the primary sector grew by 3.6% quarter-on-quarter
(6.3% year-on-year) in the second quarter of 2020, a quarter marked
by the confinement of most of the Spanish population during which
the consumption of staple goods rose sharply. In this way, the primary
sector gained weight in the economy as a whole in the second quar-
ter: it contributed 3.8% of GDP, compared to the contribution of 2.7%
registered in 2019. The agri-food industry has also evolved favorably
compared to the manufacturing industry as a whole, much more affected
by the confinement. Specifically, while total manufacturing production
fell by 26.7% year-on-year during the months of April to June, the drop
in the production of food products was less pronounced, down -9.4%.

International trade

The pandemic caused a sharp drop in international trade and tourism
in 2020, leading to a significant contraction in exports of goods and
services. Nevertheless, the Spanish current account balance remained
positive and ended the year with a surplus of 0.7% of GDP.

In 2020, both exports of goods and services as well as imports fell
sharply, by 20.9% and 17.8% respectively, but there were disparate
underlying trends.

On the one hand, the services sector ended the year with an erosion
of its external balance of around 38 billion €. This fall almost entirely
reflects the annus horribilis endured by tourism, the external surplus of
which fell by some 37 billion euros (from 46 billion in 2019 to 9 billion
in 2020). Nevertheless, not all was bad news: non-tourism services
managed to maintain a positive (albeit somewhat lower) balance, also
reflecting the growing consolidation of their international competitive-
ness over the past few years.

On the other hand, the balance of goods behaved quite differently
and offset part of the collapse in tourism services, while the energy
balance managed to reduce its deficit by some 11 billion euros bringing
it to levels not seen since 2004, mostly due to the fall in the price of oil.
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Education

Spain is one of the member countries of the Organization for Economic
Cooperation and Development (OECD) that has closed educational
and training centers for the longest time due to the pandemic, which
can take its toll on a social and economic level in the future. This is
indicated by the Education at a Glance report. OECD Indicators 2020,
which this year includes an additional publication on the impact of
COVID-19 on education systems.

The OECD has recalled that the closures of Spanish schools and
universities began in some regions on March 11 and lasted until the 16th
of that month throughout the country due to the coronavirus. Although
some centers partially reopened on June 2, at the end of that month
the country registered almost 16 weeks of face-to-face teaching inactivity,
while the average of the 46 countries analyzed in the report was 14.

Each week that Spanish centers have been closed means the loss of
23 hours per week of teaching in Primary and 30 in Secondary, accord-
ing to the agency. In days of schooling lost, Spain registers 31.5 in all
educational stages, compared to 17.4 in Lithuania, for example. Although
face-to-face education was replaced by online education, not all students
were able to access it, thus increasing existing educational inequalities.

The study highlights some aspects in which the Spanish education
system has been most affected by COVID-19 and in which it must improve.

Allocate more public funds to education.

The report acknowledges that there is uncertainty about the impact
that the pandemic may have on education spending, but recommends
that Spain allocate more resources to the education system, since it
needs it to function better and, for now, most of the Government’s
investment it is taking place in the economy and in the health sector.

Conclusion

The COVID-19 pandemic has had an enormously negative effect on
the different Spanish economic sectors.

Desperate measures have had to be taken to stop the pandemic
without forgetting economic activities. This has meant a huge human
and economic effort for the country.
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behavior, except the food sector, which was favored at the beginning
of the pandemic.
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Abstract

Aim: This article aims to show how the COVID-19 pandemic has economically affected the main
sectors of the Spanish economy, as well as the solutions proposed to recover economic stability.

Results: The outbreak of COVID-19 pandemic has caused profound consequences on world economy. In order
to explore the impact of the pandemic on economic growth and the effects of different policy responses,
this article combines some data that shows the decline of the Spanish economy during the two years of
the pandemic, as well as the solutions that are the most appropriate to correct the economic disaster and
the consequences of these corrections. The main sectors that we have studied are the health sector, the hos-
pitality sector, the food sector, foreign trade, the education sector and the construction sector. All these
sectors are negatively affected by the pandemic. Although not all of them are affected in the same way.

Keywords: pandemic, economy, international trade, education.

32



Economic impact of COVID-19 4
on the Spanish tourism

Julieta Sanchez | University of Malaga, Spain

Lucia Azcona | University of Navarra, Spain

Introduction

The current COVID-19 pandemic, caused by a mutant strain of the
SARS-CoV-2 coronavirus, has generated a severe economic, social and
health crisis worldwide in the 21st century that has never been seen
before. It started in China at the end of December 2019, in Hubei
province (Wuhan city) where a cluster of 27 cases of pneumonia of
unknown aetiology was reported, with seven severe patients. It is
a kind of illness which is very contagious and it is transmitted quickly
from person to person through cough or respiratory secretions; and
by close contact. Because of the not isolation of China when COVID-19
started, it has been propagated without delay worldwide.

Spain has been one of the most affected countries by Coronavirus,
just after the United States of America, Italy, France and others, like
Germany, England and, of course, China. Not just affected, but also
a country with the most number of deaths caused by this pandemic.

Spanish politicians decided not to interfere until we had some-
thing clear about this unknown disease, and that is why the economy,
politics and demographics changed significantly and it continues to
do so as time passes.

In this article we will like to explain how this has affected Spain, as
the whole world, and delve deeper into the problem, getting to the root
of it. AT the same time, we are interested, first and foremost, in seeing
the reach and the depth of COVID-19’s impact on the economy of Spain.

After a 2020 that will be difficult to forget, Spain began 2021 with
official figures of almost two million COVID-19 infections and 51,000
deaths due to this disease, declared a global pandemic by the WHO
(World Health Organisation) in March.
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The relationship between the Economy and Health has been revealed
during the unprecedented crisis that COVID-19 has generated, most of
the countries have been affected, within these sectors of the economy
have been damaged in a general way. Decisions made by the economy
of a country have an impact on the health of its population, just as the
health of the population influences the development of the country’s
economy. The health sector has become one of the most important ones
for the development of the national economy during the pandemic.

Talking about the economy, we could highlight that the World Trade
Organisation has predicted a reduction of world trade by between 12.9
and 31.9%. Production has been affected, supply chains and the market,
exports, amongst others. As well, foreign direct investment has been
decreasing by about 40%.

The absence of fully effective treatments and vaccines to deal with
coronavirus, much of the actions taken to control the pandemic have
been focused on restrictions on the people’s movement. Measures taken
by each country have closed borders between them, have required
quarantines and they have been asking for a lot of documents, including
vaccination certificate, PCR or antigens. Due to this, World Tourism
Organisation has declared that tourism has decreased by about 30%
because of the pandemic.

Air traffic and tourist arrivals plunge

The restrictions on mobility that were approved at different times
of the year to curb the advance of the pandemic caused an unprece-
dented drop in air passenger traffic in Spain. After six straight years
of increases, 2020 saw a total of 76 million passengers, down from
275 million in 2019. The upturn from July onwards was not enough
to cushion the blow. In fact, scheduled flights originating in Spain
continued to fall until the end of the year.

Among the most affected major Spanish airports, the falls of almost
809% at Palma de Mallorca and the drops of more than 75% at Barcelo-
na-El Prat and Elche-Alicante stand out.

Year 2019 was a record year for tourism. Spain received 83.5 million
tourists, who spent more than 90 billion euros on their trips. Catalonia,
Andalusia, the Valencian Community and the archipelagos were once
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again the most popular destinations among, above all, the British, French
and Germans. In 2020, however, the pandemic soon put an end to any
hope of improving or coming close to those records. Among the most
important outbound markets, the drop in tourists from the United King-
dom stood out: 82.4% less than in 2019.

Hotel industry and little companies

In the particular case of hotels, some remained open during the con-
finement. They were declared essential for the provision of lodging
services to workers performing essential tasks in the fight against
the virus. The Balearic Islands were once again the hardest hit, with
losses of more than 70% compared to 2019. In addition, hundreds of
thousands of workers lost their jobs and many others had to take ERTE.

On the other side of the economy, we have the little enterprises
that have been negatively affected by COVID. Many employees of these
companies saw their working conditions and employment deteriorate,
others lost their jobs and sources of income and some others had
difficulties maintaining their companies on their feet.

Methods

In order to provide an empirical demonstration of the impact of the coro-
navirus, we have accessed statistical data to verify the real impact. To do
so, we have chosen important references such as tourism GDP, the fall in
turnover in the tourism sector in Spain in 2020 (according to activity).
We also wanted to reflect how the Coronavirus crisis affected different
elements of Spanish tourism.

In order to offer more visual information, we will show graphs
that reflect this data. The data presented are the most recent we have
found and will be specified in each graph as well as the variables used.
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Contribution of the tourism sector to the gross domestic productin Spain from 2006
to 2021 (in billion euros)
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Chart 4.1. Contribution of the tourism sector to the gross domestic
product in Spain from 2006 to 2021 (in billion euros)

Source: Instituto Nacional de Estadistica, www.ine.es

This statistic presents the annual evolution of the gross domestic
product (GDP) of tourism in Spain between 2006 and 2021. In 2020,
according to the Satellite Account of Tourism in Spain, the total
contribution of the tourism sector to the country’s GDP was close to
55 billion euros (current prices), less than half that of the previous
year. In the last year, a significant improvement has begun.

Number of air passengers in Spain from January 2018 to June 2021 (in millions)
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Chart 4.2. Number of air passengers in Spain from January 2018 to June 2021

Source: AENA aeropuertos www.aena.es
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After almost no air passengers during COVID, in 2021, air passen-
ger traffic in Spain started to increase, especially from April onwards,
although it has not yet reached the figures prior to the COVID-19
pandemic. August was the month in which the highest number of passen-
gers was recorded, around 18 million. This was a marked improvement
on the almost nine million recorded for the same month in 2020.

Annual change in the revenue index of the food and beverage service industry in
Spain from May 2019 to May 2021
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Chart 4.3. Annual change in the revenue index of the food and beverage service industry in
Spain from May 2019 to May 2021

Source: Instituto Nacional de Estadistica, https://www.ine.es

In April 2021, the revenue index of the food service industry in Spain
recorded a growth of more than 880 percent in relation to the same
month of the previous year. Between March 2020 and February 2021,
the year-over-year variation of this index fell into negative numbers due
to the impact of the coronavirus (COVID-19) pandemic.
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Distribution of tourism spending in Spain in 2019 and 2020, by type of tourist
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Chart 4.4. Distribution of tourism spending in Spain in 2019 and 2020, by type of tourist

Source: WTTC, https://wttc.org/Research/Economic-Impact/moduleld/704/itemld/206/controller/
DownloadRequest/action/QuickDownload

Domestic tourists accounted for over 60 percent of the total tourism
spending in Spain in 2020, flipping the results recorded in 2019. This can
be explained by the measures implemented by the Spanish government
for the entry of foreign tourists, and people’s fear of travelling abroad.

Conclusions

To conclude, it can be seen that after all that has been explained in this
paper, countries all over the world have entered into a major recession
due to this serious disease. In the specific case of Spain, we can talk
about it being one of the biggest unprecedented crises, this is due to how
the pandemic has affected people’s lifestyles and above all the economy,
which has suffered a strong stagnation due to the different measures
adopted by the Government at the beginning of the problem and due
to the large number of jobs that were destroyed and the bankruptcy of
thousands of companies.

At the present time, it seems that everything is trying to return
to normal with the arrival of vaccines, but the virus is adopting new
forms and variants that are producing serious consequences in the
population, all of which directly affects the economy, so we do not
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know how long the replicas of the virus will continue to hit the differ-
ent economic activities.

But just as important as the footprint of the coronavirus during
the quarantine is the footprint it leaves for the future: a scenario of
imminent crisis in the short and medium term - when the country had
not yet fully recovered from the previous one - and a politically divided
society, with conflicting views on the management of the situation.

To conclude, it can only be added that governments and citizens
must act in the same direction in order to try to return to normality,
always taking into account the new reality, and to reactivate the economy
and make it function efficiently, since the future is full of uncertainty.
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Introduction

COVID-19 is an infectious disease that is caused by the SARS-CoV-2
virus. It was discovered for the first time at the end of 2019 in Wuhan,
Hubei Province, China. On January 30, 2020, the World Health Organ-
ization issued a state of sanitary emergency due to the exponential
growth of the situation. On March 11, exactly one month and a half
later, when the disease had surpassed the threshold of an epidemic,
a state of pandemic was declared.

Due to the fact that both the virus and the disease were unknown
at the time, neither established antiviral medications nor vaccines
existed to prevent the illness. As a result, public health authorities
focused their principal initiatives on promoting physical separation and
social isolation. Following its discovery, COVID-19 disseminated rapidly
across the globe, impacting millions of people and causing hundreds
of thousands of fatalities in virtually every country. The ongoing tally
indicates that as of March 25, 2022, COVID-19 had affected in excess
of 500 million individuals and resulted in over six million fatalities.

The intensity of the virus’s spread in affected nations has varied,
resulting in an uneven spread. With a significant gap separating India,
Brazil, Russia, and Colombia in terms of the number of cases, the United
States currently holds the lead as of the specified date. In terms of
fatalities caused by COVID-19, the United States ranks first with more
than 900,000 cases.

Preventive measures such as maintaining a safe distance, isolating
oneself socially, and imposing rigorous transportation restrictions have
inexplicably instigated an economic crisis with worldwide repercussions
that are incalculable. Whether a nation is directly inflicted with the virus
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or is merely enduring the economic repercussions caused by the pandem-
ic’s effects, this crisis has far-reaching consequences. Tourism, out of
all the economic sectors impacted, encountered the most immediate
and protracted setbacks as a result of these restrictions; consequently,
it is anticipated that its recovery to its “new normal” will be lengthy.

Spain finds itself in a distinctive predicament due to its profound
reliance on tourism as a foundational industry of its economy and its
status as a preeminent international tourist attraction. Because of
the COVID-19 pandemic’s negative impacts, Spain is in an especially
precarious position because of these two factors. Therefore, a clearly
articulated plan for recovery is critically necessary, with a focus on
this vital industry and its related companies. As of now, there has
been a scarcity of research examining the repercussions of previous
crisis situations, with the majority of existing studies on epidemics
concentrating on Asia. Due to its inexperience in effectively managing
pandemic-related situations, Europe is confronted with uncertainties
concerning the ramifications of such crises.

This crisis is affecting the tourism industry in an unprecedented
scale. Currently, there is a clear lack of research on how crises affect
this sector. To study this gap, a spatial and temporal analysis of
the impact of COVID-19 on tourism across the Spanish regions has been
carried out in the present paper. The main goal is to study if the spread
of the virus throughout different regions has impacted differently to
their economy and tourist flows. This question is particularly relevant,
given its importance. In this article, we will talk according to data
from the final of 2020.

Literature review

Organizations in the hospitality industry are compelled to modify their
operational strategies in response to crises like COVID-19. These occur-
rences cause considerable degrees of uncertainty and typically neces-
sitate prompt reactions in order to mitigate adverse consequences.
Nonetheless, prior research has demonstrated that the hospitality
industry is ill-equipped to handle a crisis, primarily due to a dearth
of dedicated resources, inadequate knowledge, and insufficient expe-
rience regarding appropriate approaches.

42



Prior studies have primarily examined the response and recovery of
destinations, with limited attention given to responses and recovery strate-
gies within the hospitality industry. However, the limited body of research
that does support the notion that crisis situations have a significant impact
on the hospitality industry is unanimous. The immediate consequences
include a significant decline in the number of visitors, occupancy rates,
average daily rate, and revenue per available room. Other immediate effects,
including workforce reductions, operational modifications, and service
discontinuations, pose a threat to the hospitality industry’s recovery. Over
the medium to long term, challenges related to loan collection, deferred
future investment plans, or debt repayment may expedite the return to
normal activities. Overall, the main response strategies include lowering
costs, pushing and relaunching the local market, lowering prices, making
backup plans, and establishing policies for human resources.

The crises caused by natural disasters and pandemics last longer,
so they take longer to recover from than economic crises. Some authors
summed up the most important things that need to happen for a crisis
recovery to happen. The factors, according to these authors, are human
resource management, a crisis management and recovery plan, market
segmentation, recovery promotion, and recovery collaboration.

The limited empirical research that has been published thus far on
the effects of COVID-19 has documented significant declines in hotel
occupancy and revenue per room. Indeed, the foremost concerns of
the hospitality industry in relation to COVID-19 are financial constraints,
unpredictability surrounding the duration of the pandemic, and appre-
hension among tourists. As a result, modifications to revenue generation
strategies, post-lockdown plans, and health protection protocols are
advised in an effort to regain the confidence of tourists.

The subsequent segment will provide a more comprehensive analysis
of the challenges that the Span