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2021 is a year of challenges and new difficulties created by the problems caused due to the
pandemic, despite the successes and innovative projects of recent years, yet it was not possible to face the
pandemic properly prepared, if we look back at the previous century, we can clearly see that there were
several global events that could be equated with economic problems caused by the pandemic, such as:

e  The Great Depression of the 1930s;

e  The aftermath of World War I1;

e The global economic crisis in 2009-2010.

It is essential that each crisis or event has its effects and should be properly assessed, although
some differences and unity are observed in mentioned events and therefore, creating a forecast or plan
to better meet any crisis in the future and set the pace for less economic stagnation based on proper
analysis is possible.

Being aware of current changes and timely implementation of strategic analysis of the
environment of how they affect internal and external processes is critically important for business.

It is also necessary to define the fact that the year caused by the pandemic showed the
countries of the world a new direction with the means of which it will be possible to develop
cooperation and move to a new stage of world relations, in online services, trade, services or in other
fields as well. In particular, the crisis can even be considered as an incentive to start domestic
production and reinforce exports, but it is also noteworthy that in developing countries, where there
are more signs of corruption, different governments have spent unequal and inappropriate budget
funds in order to develop domestic production.

As | mentioned above, the crisis raises hew challenges and opportunities, countries that took the
opportunity to participate in the global economic settlement, were able to see the problems caused by the
pandemic, it might be new perspectives and opportunities, they have become and have been involved in
the world competition and effectively managed to handle the economic crisis, such as attracting
investment, making a good investment offer. If we look at trade relations between Japan and China, we
will notice that the Japanese government has offered 87 companies to relocate their production to Japan
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or Southeast Asia, due to the disruption of the supply chain and the huge losses it has caused to
companies. The Japanese government has allocated $ 2.2 billion for subsidies for diversification in
Vietnam, Myanmar, Thailand, other Southeast Asian countries, and Japan. One of the companies that
took advantage of the subsidy and opened a factory in the northeastern city of Sendai in northeastern
Japan was “Iris Ohyama”, which produces masks. The reason is, of course, the recent strict regulations,
high export tariffs and the weakness of the export chain caused by the pandemic?.

The spreading area of COVID 19 has a significant impact on the world economy, therefore
there are different expectations from different world organizations, the forecast of the International
Monetary Fund in 2021 is as follows: The global economy will grow by 6.0% and by 4.9% in 20222,
with inflation expected to stabilize in 2022 when it returns to pre-pandemic levels.

The global vaccination process is uneven, contributing to an unhealthy environment, re-
disrupting the global economic chain and creating new risks. If we look at the research of global
organizations for 2020 and compare their forecast with today's data, we will notice that we have a
difference, which is largely due to the unequal distribution of resources/vaccines and other circumstances.

According to the OSCE report, world economic growth would be reduced to 2.4%3. And
according to the analysis conducted by the UN, global economic growth would be up to 2.5%. Subject
to the OECD, world economic growth will be 4.2% in 2021, while in 2022 it will decrease by 0.5%
and will be maintained at the indicator of 3.7%.

According to the current data by the World Bank, the import of goods amounted to
19,007 trillion in 2018, 18,482 trillion in 2019 and decreased to 1,487 trillion in 2020 and constituted
to 16,995 trillion*. The World Bank data on foreign direct investment in GDP are as well interesting,
which runs as follows:

Foreign direct investment, net
inflows (% of GDP)

@_
@.
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Fig.1. Source: https://data.worldbank.org/indicator/BX.KLT.DINV.WD.GD.ZS

Based on the data, we can judge that foreign direct investment used to decrease from 2016 to
2018, eventually it decreased by 2.351% and constituted to 1.207 in 2018. In 2019 there was a revival
of the mentioned indicator; compared to the previous year it increased by 0.746%.

Inflation is below the pre-pandemic mark, to demonstrate it more clearly let us rely on the
World Bank data where it was 2.192% in 2017, 2.421% in 2018, in 2019 the benchmark started to fall
to 2.187% and in 2020 it decreased by 0.25% and amounted to 1.937%°. According to the
Organization for Economic Co-operation and Development (OECD), inflation in the G20 countries is
constitutes to 3.7%, and is supposed to increase by 0.2% to 3.9% by 2020, although economists expect
price stability to be higher than 3% in the G20 countries next year. In addition, the OECD explains
that inflation will be above average than it was before the pandemic.

L https://www.washingtonpost.com/world/asia_pacific/japan-helps-87-companies-to-exit-china-after-pandemic-
exposed-overreliance/2020/07/21/4889abd2-ch2f-11ea-99b0-8426e26d203b_story.html

2 https://www.imf.org/en/Publications/WEO/Issues/2021/07/27/world-economic-outlook-update-july-2021

3 https://doi.org/10.1787/7969896h-en

4 https://data.worldbank.org/indicator/BM.GSR.MRCH.CD

S https://data.worldbank.org/indicator/FP.CP1.TOTL.ZG
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According to the International Labor Organization, in the second quarter of 2020, compared to
the second quarter of 2019, working hours were shortened to almost 400 million working hours,
representing more than approximately 155 million jobs. Subject to the same data, people being
unemployed because of the Global crisis problems will be 75 million in 2021, it will be reduced by 52
million in 2022 and will be 23 million. It is also noteworthy that, with the exception of the Covid 19
crisis, if we take this benchmark, we will note that the last time such indicator was observed was in 2013.

Throughout the world, the restoration of foreign trade began in 2020, after the restrictions
were lifted. China played a crucial role in the restoration of the world trade, where the export, after a
sharp decline earlier this year, has recovered significantly along with economic renewal and the
increase of international demand on medical products. However, the world trade rate remains still
significantly lower compared with the beginning of the year. According to the International Monetary
Fund, world trade fell by 10% in 2020, just as it happened as a result of the 2009 financial crisis.
Although exports and imports from almost all countries have declined, the losses have been unequally
distributed. For countries, for the economy of which the tourism sector makes an important
contribution, the forecast was highly pessimistic, conditioned by international travel restrictions on the
one hand and consumer fears of being infected by the virus on the other hand. For example, China's
total exports and imports are increasing every year, despite the pandemic, according to the three-
quarters of 2021 data, it increased in total by 22.7%, which amounts to about $ 4.39 trillion®.
According to the Euro area data for August 2021, export of goods increased to 1,563.0 billion Euros,
an increase of 15.2% compared with January-August 2020, and import to 1,436.2 billion euros, an
increase of 16.8% compared with January-August 2020.

Conclusions. It is very important for the countries to understand properly the existing
economic challenges. At this stage, most of the countries have kept pace with current challenges,
although there are still problems in terms of medical threats and humanitarian objectives, and there is
left a limited resource for the assessment of a long-term economic impact; within the limited resources,
it is rather difficult to initiate separate economic advantages and stimulation packages as well as to
impose restrictions. In all cases, it’s essential to determine the economic cost of these steps.

Wherever possible, it is important not to limit citizens’ freedom of economic choice; the timing of
crisis is very important as well as how the world can deal with it — developing countries will be
considerably dependent on the scale of international assistance which they can mobilize; greater emphasis
is given to the acceleration of reforms in terms of electronic governance and development of the current
platform as well as the increase of their accessibility; it is necessary to comprehend international positive
and negative experience not only in terms of managing the health but also economic crisis; likewise, private
initiatives are essential too, i.e. whether at least the part of the business will be able to self-organize, to
develop new types of services and products, which will meet current challenges better.
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