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Abstract 

This istudy ianalyzed ithe iimpact ithat ithe iCOVID-19 ipandemic ihas ion itwo iimportant ieconomic 

iindicators iof iglobalization, inamely: ibilateral itrade iflows iand iForeign idirect iinvestment. iThis 

ithesis iused ithe itrade igravity imodel, iestimated iusing ithe iPoisson iPseudo iMaximum ilikelihood 

i(PPML), ito ilook iat ithe iinfluence iof iCOVID-19 icases iand ideath icounts ion ibilateral itrade. iFor 

iforeign idirect iinvestment, ithis ipaper iused ia ipanel idata ianalysis ito iestablish ithe iinfluence iof 

iCOVID-19 icases iand ideath icounts ihave ion iFDI. i 

The i i istudy ifinds ia inegative irelationship ibetween ibilateral itrade iand iCOVID-19 icases iand ideath 

icounts ifor iboth icountry iof iorigin iand idestination icountry. iTrade iagreements, iofficial ilanguage, 

icontiguity iand iGDP ihave ia ipositive iinfluence ion ibilateral itrade ifor iboth itrading ipartners. iWhen 

iestimations iare idone iusing iforeign idirect iinvestment i(FDI) ias idependent ivariable, ireal iGDP iis 

ipositively iassociated iwith iFDI iflows, ithe iexchange irate iis ipositive ibut inot isignificant, iwhile 

iunemployment iis inegative ibut inot isignificant ias iwell. iThe i2020 idummy ivariable iis inegative 

iand isignificant, ithus iFDI iflows iwere iadversely iaffected iduring ithat iyear icompare ito iother 

iyears. iConsequently, ithe istudy ifound ithat ithe iCOVID-19 ipandemic ihas ihad ia isignificant 

iimpact ion ithe itwo imost iimportant ieconomic iindicators iof iglobalization iinternational itrade iand 

iFDI. iSome iof ithe irecommendations iare ithat ithere ishould ibe ia ireduction iin itariffs iamong 

icountries ito ifoster ibilateral itrade iand ialso idiversification iof icommodities iso ithat ia icountry idoes 

inot ijust irely ion ione icommodity ias ithat iwould iimpact ithem inegatively iin ia ipandemic. 

Keywords: iBilateral itrade, iFDI, iCovid-19 ipandemic, iexchange irate, iGravity imodel  
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Ethical iclearance i 

All iethical iissues iin ithis iresearch iwere itaken iinto iconsideration iand iobserved. iPermission ito iobtain ithe 

isecondary idata iwas iobtained—the ifundamental iresearch iadhered ito iall iethical irequirements.  
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CHAPTER i1: iINTRODUCTION 

1.1. Background i 

Globalization ior ithe igrowing iinterdependence iof ieconomies iencompasses iflow iof igoods iand 

iservices iacross iborders, iinternational icapital iflows, ireduction iin itariffs iand itrade ibarriers, 

iimmigration, icultural itransformation, iand ithe ispread iof itechnology iand iknowledge ibeyond 

iborders, i(Samimi, i2011). iSocrates iand iLashitew i(2021) idiscovered ithat ithe irecent iCorona ivirus 

i(Covid-19) ipandemic ihas igenerated ian iunparalleled ilevel iof isocial iand ieconomic icrisis. 

iWorldwide iand iprojections iof iand ithe iglobal iGDP ishowed iregression ifrom i87% ito i74%, iand 

iinternational itrade ideclined iby i4.7%, iin i2020 i(WTO, i2020a; iIMF,2020), imaking iit ithe iheaviest 

ihealth iand ieconomic icrisis isince ithe iWWII i(Kassa, i2020; iBarichello, i2020; iBaldwin iand 

iTomiura, i2020). 

Sikder iet ial., i(2020) iexplains ihow ithe iCovid-19 ihas ibecome ia iglobal idisease, ithat iprompted ithe 

iWHO ito iescalate iits icategory ifrom ia idisease ito ia ipandemic, iwhich iis iaffecting ithe ientire iworld 

ieconomy, iespecially iin ithe iAfrican icontinent. iThis ipandemic ihas iaffected ithe iglobal ihuman 

ihealth, iand iin iturn iit ihas ihad ia iknock-on ieffect ion ithe isupply iside iby icausing ibusiness iactivity 

idisruption, iincreasing iabrasions iin iinternational itrade iin iaddition ito ia itrade idemand ishock, ithus 

ipropagating inegative ivalue ichains, iwhereby igrowing iliving iuncertainty iand iactual 

iunemployment idrastically ireduce irate iof iconsumption iand iexpenditure i(Baldwin iand iMauro, 

i2020). i 

The iCovid-19 ipandemic ihas ibrought iin ia iwave iof iglobal iuncertainty, iwhich iin iturn iis ifueling 

inationalist inarratives iand iprotectionism. iThis ihas imade iglobalization ito icome iunder isignificant 

ithreat ias igovernments iscramble ito ireduce itheir ivulnerability ito ithe ivirus iby ilimiting iflows iof 

ipeople iand iglobal itrade. iAfrica’s iglobal isupply ichains ihas itaken ia isignificant ihit idue ito ithe 

iimposition iof iborder iclosures iand istrict imigration imeasures. iThere ihave ibeen imajor 

idisruptions iof iinternational iand iintercontinental itrading, iwith iadverse iimpacts ion ipoverty iand 

iemployment, i(Yaya iand iLabonte,2020). 

Globalisation iis ibroad iand ican ibe idiscussed ieither iin ione iof ithe ifollowing ifour istrands; 

imovements iof igoods i(trade), imovement iof icapital i(finance), imovement iof iinformation iand 

imovement iof ilabour(migration). iIn ithis ipaper, ithe ifocus iis iglobalization iin iterm iof itrade. iEven 

ibefore iCovid-19, iglobalisation iwas ialready iunder isignificant ithreat ifrom irising inationalism, 

iforcing igovernments iand ibusinesses ito idefine inew iconstructs iand ipriorities. iThis iresponse ito 
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ithe iconflicting iforces iof iglobalisation iand inationalism ihas igiven irise ito ithe iterm 

i“slowbalisation”. iThis iterm iis icoined iby ithe iEconomists ito idescribe ideclines iin itrade, 

imultinational iprofits, iforeign iinvestment iand ileading ito iarguments ithat iwe ihave inow ipassed 

i‘peak iglobalisation’(Lyke,2020). iThis ipaper itherefore iaims ito ilook iinto ithe iimpact iof iCovid-19 

ion ieconomic iindicators iof iglobalisation, iwith ia ifocus ion itrade; iCapital iflow; iand iinequality iand 

iprovide ian iupdated ioverview ion ithe idevelopments iin ieconomic iindicators iof iglobalisation. 

iThis iis ifundamental ito iresearchers iwho iwant ito iinvestigate ithe iimpact iof iglobalisation ion ithe 

iaforementioned ieconomic iindicators. 

1.2.  iResearch igap 

Few istudies ihave itried ito ilook iinto ithe irelationship ibetween iCovid-19 iwith itrade iand iFDI ilike 

iHayakawa iand iMukunoki i(2020) iwho ianalysed ithe iimpact iof iCovid-19 ion iinternational itrade 

ion iBRICS ieconomies. iLimited istudies itherefore iexist ias ifar ias ia ibilateral ianalysis iis iconcerned 

iin iexamining ithe iimpact iof ithe ipandemic ion itrade iand iFDI. iTherefore, ithis istudy iseeks ito ifill 

ithese iknowledge igaps iby idoing ithe ifollowing: iFirst, imost iresearch ipapers ihave ifocused ion 

iother iindicators ias imigration, ihealth iand ieconomics iin ia igeneral isense ifor iexample i(Shrestha iet 

ial, i2020). iThis ipaper iseeks ito ifill iin ithe igap iby ifocusing ion ithe itwo ieconomic iindicators iof 

iglobalization. iFirstly, ilooking iinto iemerging imarkets iand ideveloping imarkets ito iget ia iglobal 

ioutlook ion iCovid-19 iimpact ion ithese ieconomic imeasurements iof iglobalisation. i 

Secondly, iprevious istudies iin ithis iarea ihave ibeen ilimited ias ithey iuse isimple ithe iOLS ior ipanel 

idata iregression ianalysis iunlike ithis istudy, iwhich iuses ian iadvanced igravity imodel. iAlso, ithis iis 

iattributable ito ithe igiven ithe ifact ithat imeasurement iof iglobalization iis inot ian ieasy itask ito 

imeasure ibecause ithere iis ino iuniversally iaccepted imeasure iof iglobalization iindices iand 

idefinitions iof iglobalization idiffer iacross ithe iboard i(Kondulukov iand iSimic, i2020). iThirdly, 

imost iof ithe iempirical iresearch idone iin ithis iarea ihas ibeen ifocused ion ideveloped ieconomies isuch 

ias iUSA iand iEurope iand inot imuch ihas ibeen idone ion ideveloping ieconomies iand iemerging 

imarkets. iThis ipaper iseeks ito ifill iin ithe igaps imentioned iabove iin ian ieffort ito ifurther iunderstand 

iand iinvestigate ithe iconcept iof iglobalization iand iits iimpact iacross ithe icited ieconomies ibased ion 

ithe itwo iindicators iof iglobalisation ii.e., itrade iand iFDI.  
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1.3.  iResearch iquestions 

This ipaper iseeks ito ifill iin ithese igaps iby ianswering ithese iquestions: 

Q1. iTo iwhat iextent ihas iCovid-19 iaffected itrade iin iimporting iand iexporting icountries? 

Q2. iHow ihas iCovid-19 ioutbreak iaffected iFDI iin iemerging iand ideveloping icountries? 
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1.4.  iObjective 

This istudy iaims ito ievaluate ithe iimpact iof iCovid-19 ipandemic ion ithe itwo ieconomic iindicators 

iof iglobalization i(trade iand iFDI) iusing ithe igravity imodel iand iOLS imodel, iwith ia ifocus ion 

idifferent imarket ieconomies. iGiven ithat imost iprevious istudies ihave ifocused ion ian iindividual 

iindicator iof iglobalisation, ithis ipaper iseeks ito iassess ithe ioverall iimpact iof iCovid-19 ideath 

icounts iand icases ion ithe iabove-mentioned ieconomic iindicators iof iglobalisation. iA imajority iof 

ithe iliterature ion ithe iimpact iof iCovid-19 ihave ibeen ion iadvanced imarkets iand ideveloped 

imarkets, ithis ipaper ihowever iseeks ito ifill ithe igap iby ifocusing ion ideveloping iand iemerging 

imarkets ithat iare ileast istudied. iSecondly, ithe ipaper ilooks iinto ithe iimpact iof iCovid-19 ipandemic 

ion iimporting iand iexporting ieconomies ias ithe ieffect iwas idifferent ias iseen iin ithe iresearch 

ifindings. iAdditionally, ithe istudy imakes iuse iof ithe ientire isample iof idata iavailable, iincreasing 

ithe ireliability iof ithe iresult. 

Contribution iof ithe istudy 

In iconjunction iwith iother ithings, ithe iexistent iliterature iexplored isupply ichain idisruptions 

i(Verma iand iGustafsson, i2020) iand idemand ichanges iin itrade iimport ior iexport i(Cao iet ial, i2020), 

ioften iusing icountry-level idata. iIn icontrast, ithis ianalysis, iprovides ia icomprehensive ipicture iof 

iCovid-19 ieffects ion ithe itwo imain icomponents iof ieconomic iglobalisation ian iarea ithat iis 

icurrently inot iyet ifully iexplored. iBy iinvestigating ithe iimpact iof iCovid-19 ion ieconomic 

iindicators iglobalisation iin ithe iaforementioned imentioned imarkets, ithis iresearch iwill 

isignificantly iexpand iinformation ion ithe itwo ieconomic iindicators iabove. iMost iof iprevious 

iresearch ipapers ifocused ion ione iaspect iof ithe ieconomy isuch ias iFDI ibut ithis ipaper iwill ibroaden 

ithe ifindings iinto iother iareas ilike itrade iin iimporting iand iexporting icountries. 

Secondly, iprevious iresearchers ihave ilooked iinto ithe iimpact iin iadvanced ieconomies isuch ias 

iChina iand iBrazil ilike iHayakawa iand iMukunoki i(2021), ibut ithis istudy ilooked iinto ideveloping 

iand iemerging imarkets. iPrevious istudies ialso iused isimple ipanel idata iregression ianalysis ithat 

ihas ilimitations ifor iexample ierrors ithat iarise iusing ia isimple iOLS iregression. iThe igravity imodel 

iused iin ithis ipaper iis isuperior iand iprovides ia imore iaccurate ianalysis iof ithe iimpact iof iCovid-19 

ion ithe ieconomic iindicators iof iglobalisation. iFurthermore, ithis istudy iexamines ithe iextent iof ithe 

ieffect iof iCovid-19 ion idestination iand ioriginating icountries, isomething ithat ihas inot ibeen 

iconclusively ilooked iinto ithus ishedding ilight ion ithe iimpact ion idestination itrade icountries ivis ia 

ivis ioriginating icountries. 
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1.5.  iSignificance iof ithe istudy 

Limited istudies ihave iattempted ito iexamine ithe irelationship ibetween ithe ipandemic iwith itrade 

iand iFDI iin iindividual ieconomies ifor iexample iFrank iand iLiu’s i(2020) ianalysis ion iSouth iKorea 

iand iTaiwan iresponded ito ithe iCovid-19 ipandemic, iand ihow ithey iconsequently iaffected ithe iflow 

iof iFDI. iHowever, ito ithe ibest iof imy iknowledge, ino iresearch ihas iinvestigated ithe iimpact iof ithe 

ipandemic ion iFDI iand itrade iin ideveloping iand iemerging ieconomies, imaking ithis istudy 

isignificant ias iit ilooks iinto ifilling ithis igap. iMoreover, ithe istudy icontributes ito iexisting iliterature 

ion ithe iimpact iof ithe ipandemic ion itrade iand iFDI iand ican ibe iused iby iinvestors iin iascertaining ithe 

iimpact iof ipandemics ion ithese ieconomic iindicators ithus imaking isound iinvestment idecisions iin 

itrade iand iFDI iflows ibetween ieconomies. 

 iThe istructure iof ithe ireport 

The iremainder isections iof ithis ipaper iare istructured ias ifollows; iImpact iof iCovid-19 ion 

iglobalisation iaccording ito iglobalization idefinition iis iintroduced iin ichapter i2. iThen, iwe ipresent 

icriteria ifor ithe imethodology iin ichapter i3. iWe idescribe icritical ipoint iabout iempirical iresults iin 

ichapter i4. iFinally, ichapter i5 iconcludes ithe ipaper iand isection i6 igives irecommendations. 
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CHAPTER i2: iLITERATURE iREVIEW 

2.1.  iConceptual iFramework 

This isection idiscusses ithe itheoretical iand iempirical ibackground iof ihow iCovid-19 iaffects ithe 

iindicators iof ieconomic iglobalization. iThe iimpact ihappened ithrough itransmission ifrom ithe 

isupply iand idemand ishocks ithat ioccurred iin ithe imarkets idue ito ithe iCovid-19 ipandemic 

ioutbreak. iOne, iwhen idemand ideclined ibecause iof ithe iCovid-19 ipandemic idue ito ia idecline iin 

idisposable iincome iavailable ito ihouseholds. iThis iwas ihowever inot ithe icase ifor isome icountries 

ilike iSouth iAfrica, iwhere ithe idisposable iincreased ias ia iresult iin ian iincrease iin ithe 

iunemployment ifund isubsidies iand iwelfare ipackage ias ithey iwere ireceiving iR350 iper iday. iOther 

ifactors ilike ilockdowns icurtailed imovement, iwage icuts ithat ihappened ibecause iof ithe ipandemic. 

iSecondly, ithe isupply ishocks ithat ihappened ibecause iof ithe iimmobility iof ilabour, isome 

ilabourers ialso idied ibecause iof ithe ipandemic ithus idecreasing iproductivity. iAccording ito 

iBlanchard i(2017), ichanges iin idemand ifor igoods ileads ito ichanges iin iproduction, ichanges iin 

iproduction ilead ito ichanges iin iincome, iand ichanges iin iincome ilead ito ichanges iin idemand ifor 

igoods, ithat iis ihow ithe itransmission ieffect iworks. 

Ozili iand iArun i(2020) idemonstrated ithat ithe ispread iof ithe ivirus iencouraged isocial idistancing 

iwhich iled ito ithe iclosure iof ifinancial imarkets, icorporate ioffices ias imost ipeople iworked 

iremotely. iThe ihigh irates iat iwhich ithe ivirus iwas ispreading, iand ithe iheightened iuncertainty iof 

ithe ifuture, iled ito iflight-to-safety iin iconsumption iand iinvestment iamong iconsumers iand 

iinvestors. iThere iwas iunanimity iamong itop ieconomists ithat ithe ipandemic iwould iplunge ithe 

iworld iinto ia iglobal irecession ias iexperienced i2008-2009. iIn ifinancial imarkets, iglobal istock 

imarkets ierased iabout iUS$6 itrillion iin iwealth iin ilast iweek iof iFebruary. iThe iStandard iand iPoor 

i500 iindex ialso ilost iover iUS$5 itrillion iin ivalue iin ithe isame iweek iin ithe iUnited iStates iof 

iAmerica iwhile iuncertainty iamong iinvestors icaused ithe ilargest iten icompanies ito ihave ia 

icombined iloss iof iover iUS$1.4 itrillion. 

Many icountries iimposed idomestic iand iinternational itravel irestrictions iof ipeople ileading ito 

imassive ilosses ifor ibusinesses iin ithe ientertainment, iaviation itransport, ihospitality iand ithe isports 

iindustries. iGlobally, ithe icombined ilosses icame ito ibe iabove i$4 itrillion. iSeveral ideveloped 

icountries, isuch ias ithe iUnited iKingdom iand ithe iUnited iStates itried ito icushion itheir icitizens iand 

iresidents iby ioffering ifiscal istimulus ipackages iincluding isocial iwelfare ipayments iwhile ithe 

imonetary iauthorities ioffered iloan irelief ito iseveral ibusinesses. iThere iwere ialso ispill iovers ito 
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ideveloping iand iunderdeveloped icountries. iThe ieffect iwas ifelt imore ion ideveloping icountries 

ithat ihave ia icrippled ipublic ihealth iinfrastructure iand inon-existing isocial iwelfare iprogrammes. 

2.2.  iTheoretical iBackground 

Baldwin iand idi iMunro i(2020) iexplains ithat ithe ipandemic ihas ihad ian ieffect ion iall imajor 

ieconomies, iwith ithe iG7 icountries iwho ijointly icontribute ito i60% iof iworld isupply iand idemand, 

i41% iof iworld imanufacturing iexports iand i65% iof iworld imanufacturing. iThus, ithe irest iof ithe 

iworld iwill ifollow isuit ias ithese ieconomies iare inow iseverely iaffected. iDi iMauro i(2020) irefers ito 

ioutcomes isuch ias ithese ias i‘macroeconomic iflu’ i- ia inegative isupply iand idemand ishock ithat iis 

itemporal i- icausing ia itemporarily ifall iof ioutput, ifollowed iby ia irapid irecovery iand ipossibly ia ifull 

icatch-up ion ithe ishortfall. iHowever, ithat ihappens iwith ia inormal iflu ior ia i‘macroeconomic 

isneeze’, ias iopposed ito ithis iCovid-19 iwhich iis iseemingly iproducing iglobal iand ipossibly 

ipersistent ieconomic idisruption. 

Baldwin iand iTomiura i(2020) iposit ithat ithe icountries ithat iare ihit ithe ihardest iby ithe icovid-19 

ipandemic iin iterms iof ia isupply-oriented ishock, iexports iwill ifall, iand iin iterms ia iof ia idemand 

ishock, iimports iwill ireduce imost iin itrading ipartners. iTo idate, ialmost ievery ianalyst ihas idenoted 

ithat ithe ieconomic iimpacts idue ito iCovid-19 iwill ibe ia icombination iof ishocks iin isupply iand 

idemand. iHence, iby ianalysing ioverall iimpacts ion iindividual icountries/regions iin ithe iglobal 

ieconomy, iapproaches isuch ias ia iCGE ianalysis iwill ibe isuitable ito ithe ianalysis i(IMF iReport, 

i2020). iUsing ithis iapproach, idetails iof ithe icountry’s imulti-sector ianalysis ican ibe iobtained, ithus 

ihelping ianalysts iin iexamining ithe iimplications ifor iindividual icommodities. iTo idate ithere ihas 

ibeen ia iscarcity iof iCGE imodelling ianalyses ithat ihave ifocused ion ithe ispatial ispill iovers iof 

iCovid-19 ithrough iinternational itrade. 

Generally, ipandemics ihave ieffects ion ieconomies ibut ithe iCovid-19 ipandemic iis isaid ito ihave ihad 

ithe iworst ieffect ion ithe iworld ieconomies iespecially ithrough itransmission imechanisms iin ithe 

imarket isuch ias ioil ishocks, idemand iand isupply ishocks ithat iimmediately ihit ithe imarket iat ithe 

ionset iof ithe ipandemic iin iMarch i2020, iUNCTAD i(2020). i iThese iwas ithe icase ifor imost imarkets 

ihowever iwe isee ievidence ifrom idifferent imarkets iin ithe ilast itwo iyears ithat ithe ipandemic 

idestabilised iworld ieconomies iespecially igiven ithe ifact ithat iit iemanated ifrom iChina, iwhich iis 

ione iof ithe iworld’s ibiggest isuppliers ito iAfrica iand iother ideveloping ieconomies, i(Obayelu iet ial 

i2021). 
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According ito iSheffi, i(2020), ievidence iis iemerging ithat ithe ioutbreak iand ispread iof iCovid-19 ihas 

igenerated ian iunparalleled ihavoc iin ithe iglobal isupply ichain, iwhich ihas iprimarily irelied ion 

imanufacturing ioutput ifrom iChina iand iraw imaterials. iProduction ishocks iand ishocks ito itrade 

iflows idue ito itransports iand ilogistics idisruptions iare ithe iare itwo ikey ichannels iof ithe iglobal 

isupply ichain ieffects i(Leigh, i2020). iIn iChina, ithe ifactories iare iaffected iby inot ionly ilockdowns 

iand iquarantines ibut ialso ishortage iof iinputs ifrom iother icountries, ifor iexample, imachineries iand 

iequipment, iraw imaterials iand imanufactured iinputs icausing ia islowdown iin iproduction isites iin 

iother icountries i(Fernandes, i2020). iThus, ithe iproduction ishocks ithat ibegin iin iChina irapidly 

ispreads iover iother ieconomies ito icause iglobal isupply ichain ishock. iA iproduction ishock iscale iis 

ilarge iglobally, ias iChina ioccupies i60%, i65% iand i41% iof iworld iGDP, imanufacturing, iand 

imanufacturing iexports irespectively i(Baldwin i& iDi iMauro, i2020). iBloomberg iranks iWuhan, 

ithe icity ithat iCovid-19 ioriginated ifrom, ias i13th ifrom i2000 iChinese icities ifor iits irole iin 

iinternational isupply ichains i(Daurat, i2020) iand ithe i9th ibest-performing iChinese icity iaccording 

ito ithe iMilken iInstitute iranking i(Wong i& iLin, i& iJackson, i2020). 

With ifour iscientific iand itechnological idevelopment iparks iaccommodating imore ithan i350 

iresearch iinstitutes, iover i1600 ihi-tech ienterprises, i3 inational idevelopment izones iand inumerous 

ienterprise iincubators, ithe icity ireceived iinvestments ifrom imore ithan ihalf iof iFortune iGlobal i500 

ifirms i(Bloomberg, i2020). iThe iUS, iSouth iKorea, iJapan, iIndia, iNetherlands, iGermany, iU.K., 

iSingapore, iand iBrazil iare ithe imajor iexport idestinations ifor igoods imanufactured iin iWuhan 

i(Kemp, i2020), iindicating ithe iripple ieffect iscales igenerated idue ito ithe ilock-down iof iWuhan 

ialone ifrom iDecember i2019 ito iJanuary i2020. iThis ishock iin iproduction iin iChina iis idriving ia 

i‘Bullwhip ieffect’ iin ithe iglobal isupply ichain iby iforcing ifirms ito ireduce ior iStop isales iand 

iproduction. iFor iinstance, iaccording ito ireports, iH&M, ithe iiconic iglobal ifashion iretail istore 

iclosed i45 iof iits istores iin iChina, iwith iGap, iUniqlo, iHugo, iRalph iLauren, iNike, iLevi iStrauss iand 

iAdidas ifollowing isuite iby ipublicly iannouncing iabout itheir istore iclosures iin icentral iChina 

i(Biron i& iZhu, i2020). iThis ieffect iextended ito ilarge imultinationals iin ithe iautomobiles iand 

itransport iindustries isuch ias iDamien iKlassen, iToyota, iGeneral iMotors, iVolkswagen ias iwell ias 

iAirbus i(The iManufacturer, i2020; iLeijen, i2020). i 

Global isupply ichain ishock ihas ialso idisrupted itransports iand ilogistics, icausing ia ihalt iin ithe 

imovement iof ihuman iand igoods. iAlmost iall imajor iairlines ifrom iLufthansa iGroup ito iLion 

iAirlines ihave icompletely ior ilargely istopped iinternational iflights iacross ithe iworld, ias iairports 

ihave ishut idown iglobally ior irestrict ientry iof iinternational ipassengers i(Pallini, i2020), iand 

iinternational iflights ihave ireduced ito ijust iunder i65,000 i(Leigh, i2020). iThe itravel ibans 
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icompounded iby iairport iclosure, iand ithe isink iin ithe idemand ihave iforced i64 iglobal iairlines ito 

istop itheir iflying ischedules i(Pallini, i2020, iMarch i26). iSimilarly, ithe ibig ilogistics icompany 

iFreightos ilaid iof inearly i50 iworkers iamidst ithe ibreakdown iof itheir isupply ichain i(Johnson, 

i2020). iRobinson i(2020) irelates ithese istatistics ito iAir icargos ilike iBritish iAirways iparent iIAG. 

The ithree iGerman ilogistics igroup iled iby iDHL ireported ito ihave imajor idisruption iin iinbound iand 

ioutbound ilogistics ito iand ifrom iChina iin iair icargo ishipments, itrucking, iand irail icargo iservices 

i(Tirschwell, i2020). 

2.3.  iImpact iof iCOVID i19 ion iFDI iand iTrade 

In ithis isection, iwe iexamine ithe iimpact iof iCovid-19 ion ithe itwo ieconomic iindicators ibased ion 

iempirical ievidence ifrom idifferent iauthors. iLucas i(2020) iscrutinized ithe iimpacts iof iCovid-19 

ion ioverall ieconomic igrowth iin imiddle-income icountries. iThe istudy iwas ia iliterature ireview ion 

icorona iviruses’ iimpact ion ieconomic igrowth. iThe ifindings iindicate ithat iCovid-19 iimpacts iare 

imuch ibroader iand imuch imore isevere ithan imost iof ithe iprevious icrises, icausing ia imuch igreater 

idamage ito ithe ieconomy. iMore iworrisome iis ithe ifact ithat imore ithan itwo-thirds iof iworld itrade 

ihas ibeen idisrupted iby ithe ipandemic; iand ian iend ito ithis inot iin isight. iOxford iUniversity istudy 

ipublished ian iexcerpt irevealing ihow ithe iCovid-19 ihas icaused idegradation iin icommunities iby 

iinfecting iand icausing ideath iindiscriminately iacross ithe iworld i(Shretta, i2020). iForecasts ifrom 

ithe iIMF iindicated ithat ithe iglobal ieconomy iis ilikely ito ishrink iby i-3% iin i2020 i(Crutsinger, i2020) 

iand ithat i“the icumulative iloss ito iglobal iGDP iover i2020 iand i2021 ifrom ithe ipandemic icrisis 

icould ibe iaround i9 itrillion idollars, imaking iit ithe iworst ieconomic idownturn isince ithe iGreat 

iDepression” i(Gopinath, i2020). 

It iis ipertinent ito inote ithat isimilar ito ipast iepidemics iand ipandemics, ithe imeasures itaken ito 

ireduce ithe ispread iof ithe idisease iimpacted ieconomics’ ivalue ichain irather ithan ithe ieconomy 

isuffering ifrom ia idirect ieffect iof ithe idisease iitself. iThese ivalue ichain idisruption iduring ithe 

ipandemic iis ilikely ito irevive ifuture idebates iabout ide-globalisation. iThe imanufacturing isector 

iwas idisrupted iby ithe ilockdown ithrough isupply ichains iled iby ideclining idemand, ilabour 

iinadequacies iand itransportation idisruptions i(Baldwin iand idi iMauro, i2020), iwhile iSMEs iare 

ialso iexpected ito ibe isignificantly ivulnerable i(Shretta, i2020). 

  

https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib15
https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib21
https://www.sciencedirect.com/topics/physics-and-astronomy/stellar-mass-functions
https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib33
https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib35
https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib2
https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib2
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2.4.  iThe iImpact iof iCovid-19 ion iTrade 

In iquarter i1 iof i2020, iHayakawa iand iMukunoki i(2021) ievaluate ihow iinternational itrade iin i186 

icountries ihave ibeen iimpacted idue ito iCovid-19. iBases ion itheir ifindings, ithe ipandemic ihas 

inegatively iinfluenced itrade iin iexporting icountries iwhile ithe isame ipandemic ihas inot ihad ian 

ieffect ion iimporting inations. iThere iis ialso ievidence ion ideveloping icountries iexperiencing 

inegative iimpact iin iexporters’ iCovid-19 iburden, ibut inot ion ideveloped iones. iSimilarly, 

isimulation ion ithe ipotential iimpact iof iCovid-19 ion itrade iand iGDP ihave ibeen iconducted iusing ia 

icomputable igeneral iequilibrium imodel. iThe idifferent iindicators iused iare ia iredirection iof 

idemand iaway ifrom iactivities iwhere isocial idistancing icannot ibe irespected, ia irise iin 

iinternational itrade icost, ian iunderutilization iof ilabour iand icapital iand ia idrop iin itravel iservices. i 

Maliskweska iet ial.’s i(2020) isimulation iindicate ia iGDP idecline, iwhich iis iseen imore iacross 

ideveloping icountries, iand idomestic iservices ias iwell ias itraded itourist iservices iare ithe ioutputs 

ithat iregister ithe imost isignificant inegative ieffect. iThey ifurther ianalyse ithe ifuture idirection iof 

itrade iand icompare iit ito ithe itrade iinterconnectedness iacross icountries ipre- iand ipost-Covid-19 

ioutbreak. iRadical ireductions iin iconnectivity, ialongside idensity, iand itrade iinterconnectedness 

iwere iestablished iamongst inations iafter ithe ioutbreak iof ithe ipandemic. iEven ithough ithere iwas ia 

ivisible ichange iin ithe istructure iof ithe itrade inetwork, iChina’s iposition iin ithe itrade inetwork iwas 

ihowever inot iaffected. i 

Maryla iet ial. i(2020) istudied i“the ipotential iimpact iof iCovid-19 ion iGDP iand iTrade” iby 

iemploying ifactors isuch ias ia istandard iglobal icomputable igeneral iequilibrium imodel ito iproduce 

ithe ishock ias: iuse iof iless ilabour iand icapital, iled ito ian iincrease iin iinternational icosts iin itrade, ia 

iredirection iof idemand iaway ifrom iactivities ithat irequire iproximity ibetween ipeople iand ia 

ireduction iin itravel iservices. iThe iresults ireveal isignificant ideclines iin iGDP iin iboth ideveloping 

ideveloped icountries, iputting ithe idecline ito ibe iapproximately i4 iper icent ibelow ithe ibenchmark 

ifor ithe iworld. iDomestic iservices ioutputs iin iconjunction iwith itraded itourist iservices iare 

iobserved ito ibe iworst ihit iby ithe ipandemic ilockdown. iThis iis iattributed ito ithe ifact ithat ithe 

itourism iindustry iwas iand iis ia imajor irevenue iearner ifor ideveloping iand ideveloped icountries 

ithus ithe ieffect iwas ifelt ilargely iacross imany ideveloping icountries ibecause iof icross iborder 

ilockdowns iand ithe ifact ithat ithe iaviation iindustry ihad ialso icome ito ia istandstill ibecause iof ithe 

iabove-mentioned ireasons ilike itotal ilockdowns. 

Organisation iof iEconomic iCooperation iand iDevelopment i(2020) iobserves ithat ithe ilockdown 

imeasures ideployed ito icontain ithe ispread iof ithe iCovid-19 ivirus ihave iled ito ithe itemporary 

https://www.sciencedirect.com/science/article/pii/S240584402101046X#bib16
https://www.sciencedirect.com/topics/earth-and-planetary-sciences/computable-general-equilibrium-analysis
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ishutdown iof imany ibusinesses, ian ierosion iof iconfidence, iheightened ibusiness iuncertainty, 

iwidespread ifinancial imarket iturmoil ias iwell ias itravel iand imobility irestrictions. iDecline iin ithe 

ioutput ilevel iof ibetween i20%-25% iis ithe imajor iimpact iin imany ieconomies, iwith iconsumers’ 

iexpenditure ipotentially idropping ito iaround i66%. iWith ithis, ithe iGDP igrowth iin imost icountries 

iwithin iservice, iretail, inon-essential iconstruction iwork iand ithe imanufacturing isectors ihave ibeen 

iseverely iaffected; iwith ithe imanufacturing isector iexperiencing ithe ileast ieffect isince imost 

imanufacturing ifirms iare iless iemployment iintensive. 

International itrade iinvolving igoods iand iservices iis ivolatile iand irapidly ideclining iin itimes iof 

icrisis. iThe iinternational iair ispaces irestrictions iin iterms iof itraffic iand istringent iborder icontrol 

iresulted iin ia isharp iincrease iin icosts ifor iair icargo, iaffecting ithe imajor iindustries ithat iprovide 

icourier iservice iof iforeign iproducts iand idelay iin isupply iof ielectronics iand iautomotives icritical 

ito iindustrial iinput i(Baldwin i& iTomiura, i2020; iHaren i& iSimchi‐Levi, i2020). 

Globally, itrading iallows icountries ito ibe iexposed ito iservices iand igoods ithat iare iotherwise inot 

iavailable iin ithe idomestic imarket ior iproduced iin isufficient iquantity. iIt iallows ifor ithe iexpansion 

iof ithe icountries’ imarkets ifor ithe isaid igoods iand iservices i(Obayelu iet ial i2021). iIn imost 

ideveloping inations, ithe iemergence iof iCovid-19 ihas ibeen icompounded iby iadverse iterms iof 

itrade ishocks, ireductions iin iremittances iand iforeign idirect iinvestment i(FDI) iflows, iheightened 

idebt ivulnerability iand icapital iflight i(Baldwin iand iMauro, i2020; iUNCTAD, i2020). iThe ispread 

iof iCovid-19 iled ito ithe iimplementation iof isocial idistancing, ilight iand isever ilockdowns, iand 

iclosures iof ilearning iinstitutions, ithus iforcing ilabourers ito istay ihome iand ifend ifor itheir ichildren, 

ithis ialso iconsequently ireduced ithe iworkers imobility ito itheir iworkplaces, i(Hayakawa iand 

iMukunoki,2020). 

For iillustration, iCovid-19 icases/deaths ireduce ion-site ipresence iof iemployees, isuch ias iport 

iworkers iand itruck idrivers, iin ithe itransport iand ishipping isectors. iLockdown ipolicies iand iport 

irestrictions ireduce iair iand imarine itransportation ibetween icountries, i(Hayakawa iand 

iMukonoki,2021). iFor iinstance, iHeiland iand iUlltveit-Moe i(2020) ihave ireported ithat ithe 

icontainer iships’ ideparture iwas i29% iin ithe ifirst iweek iof iApril i2020 iin icompared ito i2019. iThese 

idisruptions icaused ithe iinevitable itransportation idelays iand iincrease ifreight icharges. 

In ithe icase iof iexporting icountries, ithere ihas ibeen ia idecline iin iscales iof iproduction ithus ireducing 

ithe iamounts iof iexports iin ithe irespective icountries. iThese ieffects iwere ifelt iin iterms iof isupply 

ishocks iwhich idiffer iacross iindustries ibecause iindustries ithat isupply iessential icommodities 

isuch ias imedical isupplies iand ifood iexperienced ismaller ishocks ias icompared ito iindustries 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8250371/#pa2675-bib-0002
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC8250371/#pa2675-bib-0003
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isupplying inon iessentials ilike iautomobiles, i(UNCTAD i2020). iReports ifrom iChina ifor iexample 

ifind ithat ionly i20% iof icars iwe isold iin iFebruary i2020 i(Bloomberg, i2020). 

These ieffects iwere ihowever imitigated iby iremote iworking iin ithe ilabour iforce, ithough iit iwas inot 

iexperienced iacross isome ilabour-intensive iindustries ilike itextile. iEven ilabour-intensive isectors 

isuch ias imachinery iand itransport iequipment iexperience ia idrastic idecrease, iif iremote 

iwork/operation iis iless ifeasible iand ian iin-person ipresence iis imore icritical iin ithe iproduction 

iprocess, iHayakawa iand iMukonoki i(2021). iDingel iand iNeiman i(2020) icalculated ionly i22% iof 

ijobs icould ibe iperformed iat ihome ifor imanufacturing isectors. iRegarding iCovid-19 ieffects iin ithe 

iimporting icountries, ia idecrease iin iaggregate idemand iis iseen ito iaffect itrade iin iimporting 

icountries, isince inationwide ilockdown ipolicies inegatively iaffect iearnings iand ialso iincreases iin 

iport iand iterminal ihandling icosts, iHayakawa i(2021). iAs ifor ithe isupply ishocks, ithe idegree iof ithe 

inegative idemand ishocks iwill idiffer iacross iindustries. iAs iEaton iet ial. i(2016) iinvestigated, ithe 

itrade ieffect iof ithe iglobal irecession iduring ithe iperiod i2008–2009, inegative idemand ishocks imay 

ireduce ispending ion idurable iproducts imore ithan ion inon-durable iproducts. iThe ireason iis ithat ithe 

iformer iproducts iare i“postpone-able” i(Baldwin iand iTomiura, i2020). 

Supply ishocks ialso ihave ia iknock-on ieffect iresulting iin idemand ishocks iof iCovid-19 iin 

iimporting icountries ithrough itheir isupply ichains. iIf iCovid-19 idamages idecrease iproduction iof ia 

idownstream iproduct, ithey isubsequently idecrease ithe iimport idemands iof iupstream iproducts 

iused ifor ithe idownstream iproducts, i(Hayakawa iand iMukonoki, i2021). iThe ipandemic ihas 

icaused ia igrowing iunemployment iand iheightened iuncertainty ithereby ireducing iconsumption 

iand iinvestment iexpenditure. iIt ihas isimultaneously itriggered ia isupply iside ishock ialong ivalue 

ichains ibecause iof ithe idisruption iof ibusiness iactivities iand irising ifrictions iin iinternational itrade 

ias iwell ias ia idemand ishock. 

From iGlobal iEconomic iPerspectives i(2020) iwe ican iestablish ithat ias ithe inumber iof iworkers ihas 

ideclined iand ithe icost iof idoing ibusiness ihas irisen, iand idemand ifor igoods iand iservices ihas ibeen 

iseverely icurtailed, iwhile iat ithe isame itime isupply ihas ifallen isharply. iThe ishock ihas icaused 

iunprecedented idisruptions ito iglobal itrade, itravel iand itourism, istress iin iglobal ifinancial imarkets 

iand isharp ideclines iin iprices iof icommodity. iHowever, ithese inegative itrading ieffects ihave ibeen 

imitigated iby isome ifactors isuch ias ionline ishopping, iwhich iis iseen ito ihave itaken ian iupward 

itrajectory iin ithe isecond iphase iof ithe ipandemic, i(UNCTAD, i2020). iConsumers inow iare 

irequired ito iswitch ito ionline ipurchasing ito imake iupfront iinvestments. iThese iinvestments iwill 

iinclude icosts iof; ipurchasing ipersonal ielectronic i& imobile idevices, iinternet iconnectivity, 
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isoftware ito irun ion ithe imobile idevice, iand ilearning ihow ito iuse ionline ipurchasing iplatforms. 

iOnce ithese iinvestments iare imade, ipeople iwill ihave ia inew inormal, ithus ibecoming iunwilling ito 

ishift iback ito ithe istatus iquo. 

2.5.  iImpact iof iCovid-19 ion iCapital iFlow 

(Boehm iet ial, i2019) ishowed ithat ishocks iexperienced ito ilocal iproduction iin iother icountries iis 

ilargely iinfluenced iby iFDI iand iinternational itrade ibecause ithe ielasticity iof isubstitution ibetween 

idomestic ifactors iand iimported iintermediates iis ismaller. iHalpern iet ial. i(2015), ifurther isuggests 

ithat ionce ithe iimports iis idecreased, ithe iproducers’ iproductivity iis ilowered. iIf iimported iinputs 

iare ireduced ithe iprices iof iproducts iare iincreased iin ivalue idue ito ithe iinput ilinkages ito ithe ioutput 

i(Blaum iet ial. i2018). iThe ipandemic ihas ihad ian iimmediate inegative iimpact ion i(FDI) iin i2020, 

iwith iprojections iindicating ithat ithe isituation iwill icontinuously ideteriorate iin i2021. iAs ia iresult 

iof ithe ipandemic, idelays iin iimplementation iof iongoing iinvestment iprojects iand ithe 

ipostponement ior icancelling iof inew iprojects iwere iexperienced, ias iwell ias ithe iregression iof 

iforeign iearnings iof iwhich inormally ia isignificant ishare iis ireinvested iin ihost icountries, 

i(UNCTAD i2020). iFollowing ithe ioutbreak iof iCOVID-19, iFDI iwas iinstantly istruck iby ithe 

ilockdown. iThe iFDI iglobal iflows iwere iprojected ito idecrease i(from itheir i2019 ivalue iof iclose ito 

i$1.6 itrillion), iby i40% iin i2020, ibringing iFDI ito idown ito ibelow iUS$1 itrillion ifor ithe ifirst itime 

isince ithe imid-2000s. iFDI iwas iprojected ito idecrease ifurther iin ithe inext iyear iand ionly ibegin 

irecovering iin i2022 iat ithe iearliest. 

A istudy iconducted iby iFang iet ial. i(2021) ion ithe iimpact iof iCovid-19 ion iFDI iusing iquarterly idata 

ion i43 icountries ifrom i2009 ito iQuarter i3 iof i2020 iestablished ithat ithe inumbers iof inew icases, 

icumulative icases iand ideaths ihave isignificant iand inegative iimpacts ion iFDI, iwith ielasticities iof 

i-6.6 i%, i-8.9 i% iand i-7.6 i%, irespectively. iCross-border iFDI iin ithe ifirst ithree iquarters iof i2020 

iappeared ito ihave isignificantly iregressed idue ito ithe ipandemic. iFurther iresearch ion ifour 

idifferent idatasets, iincluding ia isurvey iconducted iin imid-2020 ianalysing ihow iChina’s 

iinvestments iin iGermany ihave ideveloped iover itime, iand ithe ipotential iimpact iof ithe iCovid-19 

ipandemic, iascertained ithose iChinese iinvestments iin iGermany ihave inot ibeen istrongly iimpacted 

iby ithe iCovid-19 ipandemic iand ithat iany inegative iimpact iis iexpected ito ibe ishort-lived. 

The iAfrican iUnion, i(2020) ielaborated ithat iCovid-19 ihad iharmful isocio-economic iimpacts ion 

iits imember istates iwhich iextrinsic iand iintrinsic ieffects. iThe iextrinsic iimpacts ioccur ithrough 

idirect itrade ilinks ibetween iAfrica iand ipartner icontinents, ithrough idecline iin iDiaspora 

iremittances, iFDI, iflow iof iillicit ifinancing, idevelopment iassistance, itourism, iand idomestic 
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imarket itightening. iThe iintrinsic iimpacts ihappen ithrough ithe ispread iof ithe iCovid-19 ivirus iin 

icountries ithe icontinent, iwhich iinclude irising imorbidity iand imortality irate iresulting ifrom 

iCovid-19 iinfections iand ispread, idestruction iof ieconomic iactivities, iand idecline iin igovernment 

irevenue idue ito idecline iin iglobal ioil iand icommodity iprices. iThe istudy ialso iobserved ithe iissue iof 

idepreciating iexchange irates iand iincrease iin ipublic iexpenditure ito isafeguard ihuman ihealth iand 

isupport ieconomic iactivities. 

The iUNCTAD ipredicted ia iregression itrend iin iglobal iFDI iflows ifrom i-5% ito i-15% iwhile ithe 

iOECD iexperts ipredicted ia idecline iin iFDI iinflows iby imore ithan i30% iin i2020 i(OECD, i2020). 

iThe irough iperformance iof imost icapital imarket iand iwithdrawal iof iinvestible ifunds ifrom 

iAfrican istocks ialso icaused imore ioutflows iof iforeign iportfolio iinvestment. iThe iInstitute iof 

iInternational iFinance inoted ithat i2020Q1 ihad ithe ilargest icapital iflight iever irecorded ifor 

iemerging imarkets iexceeding ithe i2008/09 iglobal ifinancial icrisis, iwhile ithe iInternational 

iMonetary iFund inoted ithat ion i23 iMarch i2020 iinvestors iwithdrew ian iestimated iUS$83 ibillion 

ifrom iemerging icountries idue ito ithe ipandemic i(African iUnion, i2020). 

With iChina ibeing iAfrica’s ilargest itrading ipartner, ithe iexport idecline iof imajor iintermediate iand 

ifinal iproducts iaffected iexport icapacity, iproduction iand isupply iof idifferent ifinished iproducts 

imanufactured iby iTNC’s iin iNigeria, ifor iexample, iand iother iemerging ieconomies iin igeneral, 

i(Nwosa i2020). iThe ifall iin iproduction ihindered iFDI iinflows iinto ithe icountry. iMoreso, ithe 

ichallenges iconfronting ithe isupply ichain ilimited iagro-business, iwhich ifurther iconstrained 

iagricultural iproduction iand ireduced ithe isupplies iof inecessities iand ifoods. iThe icumulative 

ieffect ifrom isupply ichain iworsened iinflation, iconsumer iwelfare, iemployment irates iand iglobal 

ifood iinsecurity. 

Using ia imodel iof itrade iin iwhich iCovid-19’s iquarantine itranslates iinto ian iincrease iof ithe 

iproduction icosts ithat ihas ia idirect ieffect ion ithe icost iof ieach iinput ias iwell ias ian iindirect ieffect ivia 

ithe isectoral ilinkages, iSforza iand iSteininger i(2020) ifind ithat iin ia iscenario iwhere icountries iwith 

ia ishare iof iCovid-19 icases ito ithe iemployed ipopulation iis iabove i0.05%, ia ipolicy iis iimposed 

iwhere iup ito i60% iof ithe ilabour iforce iends iup ibeen iquarantined ifor ione imonth. iThey idiscovered 

ithat ithere iis ian iaverage iwelfare iloss iof iCovid-19 ioutbreak iin iAfrica iabout i13% ifor iquarantined 

icountries iwhile iglobal iproduction ilinkages iaccounts ifor iabout ia iquarter iof isuch iloss. 

Maliszewska iet ial. i(2020) istudied ithe ipotential iimpact iof iCovid-19 ion iGDP iand iTrade iusing ia 

istand iglobal iCGE imodel. i iThe istudy imodels ithe ishock ias ia idrop iin itravel iservices, 

iunderutilization iof ilabour iand icapital, ian iincrease iin iinternational itrade icosts iand ia iredirection 
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iof idemand iaway ifrom iactivities ithat irequire iproximity ibetween ipeople. iThe ibiggest iis ithe 

inegative ishock iin ithe ioutput iof idomestic iservices iaffected iby ithe ipandemic, ias iwell ias iin itraded 

itourist iservices. iBaker iet ial. i(2020) imakes iuse iof ia idifferent iapproach ito idocument iand iquantify 

ithe iincrease iin ieconomic iuncertainty iinduced iby ithe ipandemic icrisis iand iits imacroeconomic 

iimpact ion ithe iUS ieconomy. iA istudy iby ithe iIMF iuses ia isemi istructural iDSGE imodel ito iassess 

ithe ieconomic iconsequences iof iCovid-19 iby iincluding idisruptions ito ifinancial imarkets iduring 

ithe ipandemic. i 
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2.6.  iConclusion: 

In iconclusion, iit iis ievident ithat ithe iCovid-19 ipandemic ihad iadverse ieffects ion ithe ithree 

ieconomic iindicators iaforementioned, iincome iand iincreased iand ithis iwas igreatly iattributed ito 

iincreased iunemployment iin ithe iformal iand iinformal isectors. iSecondly, iin iterms iof itrade iand 

iCapital iflow, iwe ihave iseen inegative ieffects iof iCovid-19 ion ithese ivariables iattributed ito 

idemand iand isupply ishocks iin ithe imarkets, ialso ia idecline iin iFDI ievidenced iby idecline iin 

iinvestment idue ito icross iborder irestrictions, ilockdowns iand istringent imonetary iand ifiscal 

ipolicies ito iintervene iin ivarious ieconomies. iIn iterms iof iintervention, igovernments iintroduced 

imonetary ithrough iQE iand ifiscal ipolicies ithrough itax icut ito itry ito imitigate ithe iimpact iof iCovid-

19 ion itheir ieconomies, ias ithis iwas ian iunpredictable ishock iin ithe imarket. 

There iare iexceptions ito ithis iimpact iin isome ieconomies, ifor iinstance, iSouth iAfrica iis iseen ito 

ihave iexperienced ian iincrease iin itheir idisposable iincome ibecause ithe iunemployment ifund iwas 

iused ito imitigate ithe ieffects iof iCovid-19 ion ithe ieconomy, ispecifically ithe iunemployed. iThey 

iwere ientitled ito ia icash irelief iof iR350, iwhich imeans ifrom ithe iresults iin ithis ipaper iyou iwill isee ia 

ipositive icorrelation ibetween iTrade iand iCovid-19 iin iSouth iAfrica ias ithe iunemployed ihad ian 

iincrease iin idisposable iincome, imeaning itheir ipurchasing ipower iincreased idue ito ithe irelief iand 

isubsidies. 
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CHAPTER i3: iMETHODOLOGY 

3.1.  iResearch iDesign iand iParadigms i 

The iCovid-19 ipandemic ihas iled ito ian iincreased iinterest iin istudies ion ithe imacroeconomic iand 

icross-sectional iimpacts iof ieconomic icrises iand itriggered iempirical iresearch ion ithe ion-going 

icrisis. iFaria-e-Castro, i(2020) iin ihis istudy, ifor iexample, iuses ia idynamic istochastic igeneral 

iequilibrium i(DSGE) imodel ito isimulate irecession iscenarios ifor ithe ipandemic icrisis iin ithe iUSA 

iand ithen iconsiders ithe ieffects iof ia ipolicy ipackage ito icushion ithe iimpacts ion ivulnerable 

ibusinesses iand ihouseholds ias iwell ias ito istabilize ithe ieconomy. iEichenbaum iet ial. i(2020), ion 

ithe iother ihand, iembed ia icanonical iepidemiology imodel i(the iSIR imodel) iinto ia ireal ibusiness 

icycle imodel. iBy iendogenizing ithe idynamics iof ithe ipandemic, ithe imodel iallows ithem ito istudy 

ioptimal ihealth ipolicy iresponses. iLooking iat iBaker iet ial. i(2020), ithe iresearch iadopts ia iforward-

looking iapproach ito idocument iand iquantify ithe iincrease iin ieconomic iuncertainty iinduced iby 

ithe ipandemic icrisis iand iits imacroeconomic iimpact ion ithe iUS ieconomy. i 

Yilmazkuday i(2020) iuses idaily icounty-level imobility idata iwithin ithe iUS ito iinvestigate ithe ihow 

imuch ithe iwelfare icosts ihave ibeen iaffected idue ito imobility ireduction icaused iby ithe ilockdown. 

iHis iobservations iare ithat ithere ihas ibeen ia isignificant irise iin iwelfare icosts idue ito ithe istay-at-

home iorders iimplemented iby ithe iUS igovernment. iAfrican istudies iare ibeing iconducted iby 

iNonvide i4 i(2020) iabout ithe ishort-term ieffect iof iCovid-19 ion ipoverty iassuming ia i10%, i20%, 

iand i30% icontraction iof ihousehold iconsumption iwhile iSumner iet ial.’s i(2020) istudy iapproach 

iuses ia i5%, i10%, iand i20% icontractions iof ihousehold iconsumption. iThere iare ithree imain 

iknowledge igaps iin ithe iabove istudies ion ithe imacro. 

In iterms iof ithe imethodology, ithis ipaper ishall iuse isecondary idata ifrom ia isample iof iemerging 

ieconomies, iand ideveloping ieconomies iusing ia igravity imodel. iThis iis ibecause iat ithe itime ithis 

istudy iwas iconducted icovid iwas iover iand ithe iimpact icould ionly ibe ilooked iat iretrospectively ias 

icountries iwere ino ilonger ireporting ion icovid icases iand ideaths. iThe iselection iof ieconomies iwas 

ibased ion ithe ivulnerability ithat ideveloping iand iemerging ieconomies iface ias ithey iwould ibe imost 

iaffected iby ia ipandemic.There iis islew iof iliterature ion igravity imodel iuse iin itrade istudies; isee 

iAnderson iand iYotov i(2016) iwho idid isectoral igravity imodel. iCaliendo iand iParro i(2015) 

iestimated ia isectoral iinput-output igravity imodel, iand iAllen iet ial., i(2014) iestimates ithe isufficient 

iconditions ifor ithe iexistence iof ithe iuniqueness iof itrade iequilibrium ifor iabroad iclass iof igeneral 
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iequilibrium itrade imodels. iThis ipaper iwill iborrow ifrom ithese ipapers iand idevelop ia igravity 

imodel ito iexamine ithe iimpact iof iCovid-19 ipandemic ion itrade iflows. 

Specifically, ithis ipaper iwill ifollow iBaier iand iBergstrand i(2007) iand iuse ipanel idata ito iestimate 

ithe itrade igravity imodel. iThe ipanel idata idimension igives ione iability ito iestimate ithe ipair itime-

fixed ieffects imethods, iwhich iaddress ithe iproblem iof iendogeneity iof itrade ipolicy ivariables. 

iThus, ithe iPPMLHDFE itechnique iis iused ito iobtain ithe igravity imodel icoefficients. i 

3.2.  iTrade iEquation: 

This isection ipresents ithe iempirical iframework ifor iinvestigating ithe iimpacts iof iCovid-19 ion 

iinternational itrade. iWe iexamine ithese iimpacts iby iexploring imonthly idata ion ibilateral itrade 

ifrom i2019 ito i2021. iThe iprevious isection isuggests ithat iCovid-19 idamages iin iexporting 

icountries iinfluence itrade ithrough ithe ichanges iof itrade icosts iand isupply icapacity. iTrade iis iseen 

ito ibe ialso iaffected iby iCovid-19 idamages iin iimporting icountries ithrough ithe ichanges iin itrade 

icosts iand ithe ilevel iof idemand. iIn iorder ito iinvestigate ithe itotal ieffect iof iCovid-19 iin iimporting 

icountries iand iin iexporting icountries, iwe iregress itrade ivalues ion irespective icountries’ idamages 

iby iCovid-19. iThis imodel iand iequation iis iacquired ifrom iliterature ifindings iin iHayakawa iand 

iMukonoki i(2021). 

Our ibaseline imodel iis ispecified ias ifollows: 

𝑙𝑡𝑟𝑎𝑑𝑒𝑖.𝑗.𝑚.𝑦 = 𝑒𝑥𝑝{𝛼1𝑐𝑜𝑣𝑖𝑑𝑖.𝑚.𝑦 + 𝛽1𝑐𝑜𝑣𝑖𝑑𝑗.𝑚.𝑦 + 𝛿𝑖𝑗𝑦 + 𝛿𝑖𝑗𝑚 + 𝛿𝑦𝑚} ∙ 𝜖𝑖𝑗𝑦𝑚  i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i(1) 

𝑇𝑟𝑎𝑑𝑒𝑖.𝑗.𝑚.𝑦  iis ithe iexport ivalue ifrom icountries ii ito ij iin imonth im iand iyear iy. i 

𝐶𝑜𝑣𝑖𝑑𝑖.𝑚.𝑦  iand i𝐶𝑜𝑣𝑖𝑑𝑗.𝑚.𝑦  iare ithe iextent iof iCovid-19damages iin iexporting iand iimporting 

icountries, irespectively. 

The icontrol ivariables iare ifor ithree ikinds iof ifixed ieffects i(δijy, iδijm, iand iδym). i∈ijt iis ia 

idisturbance iterm. iThis iequation iis iestimated iusing ithe iPoisson ipseudo imaximum ilikelihood 

i(PPML) imethod. i 

The isecond imodel iunder itrade iwith imacro-economic ifactors iis ias ifollows: 

𝑙𝑡𝑟𝑎𝑑𝑒𝑖.𝑗.𝑡 = 𝑒𝑥𝑝{𝛼1𝑟𝑡𝑎𝑖𝑗𝑡 + 𝛼2𝐼𝑛𝑔𝑑𝑝𝑖.𝑡 + 𝛼3𝐼𝑛𝑔𝑑𝑝𝑗.𝑡 + 𝛼4𝑙𝑐𝑜𝑣𝑖𝑑𝑖.𝑡 + 𝛼5𝑙𝑐𝑜𝑣𝑖𝑑𝑗.𝑡 + 𝛼5𝑙𝑛𝑑𝑖𝑠𝑡𝑗𝑖.𝑡 +

𝛼5𝑙𝑎𝑛𝑔𝑢𝑎𝑔𝑒𝑗𝑖.𝑡 + 𝛼5𝑐𝑜𝑛𝑡𝑖𝑔𝑗𝑖.𝑡 + 𝛿𝑖.𝑗 + 𝛿𝑡} ∙ 𝜖𝑖.𝑗.𝑡  i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i 

i i i i i i i(2) 

𝑙𝑡𝑟𝑎𝑑𝑒𝑖.𝑗.𝑡  iis iexport ivalues ifrom icountries ii ito ij iat itime it. 
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𝑙𝑡𝑟𝑎𝑑𝑒𝑖.𝑗.𝑡  i i iis iexport ivalues ifrom icountries ii ito ij iat itime it. iAs ia itime-variant icountry-pair ielement, ia 

iregional itrade iagreement i(RTA) idummy ivariable iis iintroduced ithat itakes ia ivalue iof ione iif itwo 

icountries iare imembers iof ithe isame iRTA iand ia ivalue iof izero iotherwise i(RTAijt). i𝑙𝑛𝑑𝑖𝑠𝑡𝑗𝑖.𝑡  irepresents 

ithe ilogarithm iof ibilateral idistance ibetween itrading ipartners ii iand ij. i𝑐𝑜𝑛𝑡𝑖𝑔𝑗𝑖.𝑡  i iis ian iindicator 

ivariable icapturing ithe ipresence iof icontiguous iborders ibetween itrading ipartners ii iand ij. i 

i𝑙𝑎𝑛𝑔𝑢𝑎𝑔𝑒𝑗𝑖.𝑡  idenote ia idummy ivariable ifor ithe iexistence iof ia icommon iofficial ilanguage ibetween 

ipartners ii iand ij. i𝐼𝑛𝑔𝑑𝑝𝑖.𝑡  iis ithe ilogarithm iof ithe ivalue iof icountry ii ioutput, i𝐼𝑛𝑔𝑑𝑝𝑗.𝑡, isimilarly iis ithe 

ilogarithm iof icountry ij ioutput. i 

There iare idifferent ifactors ithat ihave ian iimpact ion itrade iand ithis iis iillustrated iand isummarised iin 

ithe itable ibelow: 

Variable Impact ion itrade 

Trade iPolicies According ito iLeibovici i&Santacreu, i2020, iRaising 

itrade ibarriers iwhen ia ipandemic ihits ican isignificantly 

iexacerbate ithe iwelfare icosts ifor inet iimporters iof 

iessential igoods iwhile imaking inet iexporters iof ithese 

igoods irelatively ibetter. iThis itherefore imeans ithat 

iexporters iwill ihave ia icomparative iadvantage iover ithe 

iimporters. i i 

Non-tariff ibarriers Protectionism iaccording ito iNicita iet ial i(2013), irefers ito 

imeasures itaken iby ilocal igovernment ito ipromote ilocal 

iindustry iin ithe iface iof iinternational icompetition. 

Non-trade ibarriers isignificantly idecrease ithe ilevel iof 

itrade. iYalcin iet ial i(2019), ielucidate ithat iimport icontrols 

isignificantly ireduce iimports iacross iall ispecifications. 

According ito iKee iet ial i(2009), iit iis iestimated ithat iad 

ivalorem itariff iequivalents ithat inon-trade ibarriers ihave, 

icontribute ias imuch ito itrade irestrictions ias itariffs. 

 

 



25 
 

Exchange irates Long iterm ireal iexchange irate ivolatility ihas isignificant 

inegative ieffects ion itrade. 

OECD i(2011), ifound ithat ismall ieconomies itrade itends 

ito ibe imore iimpacted iby iexchange irate ichanges ithan 

ilarger ieconomies isuch ias iUSA, ieuro izone iand iChina. 

According ito iNicita i(2013), iexchange irate 

imisalignment idoes iaffect iinternational itrade iflows iin ia 

isubstantial imanner. iFor iinstance, icurrency 

iundervaluation iis ifound ito ipromote iexports iand irestrict 

iimports. 

 

Inflation Stockman i(1981) istates ithat ian iincrease iin ithe irate iof 

imonetary iexpansion igenerally ireduces ithe ivalue iof 

idomestic ioutput iand ialters ithe icomposition iof idomestic 

iproduction. iThe ioutcome ithen ibecomes ia ichange iin 

iinternational icomparative iadvantage iand itrade iflows. 

The iinitial idepreciation iof ithe iexchange irate ifollowing 

ian iincrease iin ithe irate iof imonetary iexpansion iis 

iaccompanied iby ia itrade isurplus iand icapital ioutflow, 

iwhile ithe isubsequent idepreciation iis igenerally 

iaccompanied iby ia itrade ideficit, iSpringer i(1991) 

Foreign icurrency ireserves According ito iPoltevorich i& iPopov i(2003), 

iaccumulation iof iforeign iexchange ireserves ihas ithe 

ishort-term iexpansionary ieffect imeaning ithat irelative 

iprices iof icommodities iincrease iwith irespect ito iprices iof 

inon itradables iand ito iwages. 

They ifurther igo ion ito istate ithat iif ithere iare isubsequent 

iunexpected irounds iof iforeign iexchange ireserves ibuild 

iup, ithe ilong-term igrowth irates imy iincrease. 
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This iis ibecause iforeign iexchange ireserves ibuild iup 

iespecially iin iperiods iof iterms iof ideterioration igives ia 

ipowerful isignal ito iinvestors ithat ithe igovernment iis iin 

ifull icontrol iof ithe isituation iand ican iafford icosts ifor ithe 

isake iof ipursuing ia iconsistent ipolicy. 

Excessive iaccumulation iof iforeign iexchange ireserves 

imitigates iexposure ito ivolatile iterms iof itrade isince 

ivolatility iof ithe ireal iexchange irate ireduces ieconomic 

igrowth iat ia irelatively ilow ilevel iof ifinancial 

idevelopment, iAuboin i&Ruta i(2011) 

Regional itrade iagreements i(RTAs) RTAs iare isaid ito ihave ipositive iand isignificant ion itrade, 

ithis iis iaccording ito iManzoor i& iMir i(2022) iwho istate 

ithat iRTAs iimproved itrade iamong iOECD icountries. 

Kurihara i(2011) ialso istates ithat icreation iof iAFTA, 

iCOMESA iand iMERCOSUR ihave iincreased itrade iin 

iagriculture ibetween itheir imembers iand ithis iis 

iattributed ito istronger ibargaining ipower iand isubsidies 

iamongst ithe imembers. 

Language iBarriers It iis ievident ifrom iliterature ithat ilanguage ican ifacilitate 

ior ibe ia ihindrance ito itrading ibetween ipartner inations. 

iAccording ito iRibeiro iand iFerro i(2020), ihaving ia 

icommon ilanguage ican iboost itrade ibetween icountries ias 

iit ireduces icommunication icosts ilike itranslation icosts 

ithus imaking itrading iaffordable iand icheap. 

Firdrmuc i(2016) istates ithat ilanguage ibarriers ican ibe ia 

istumbling ito imutual itrade ias ibreach iof icontracts ican ibe 

idifficult ito isolve idue ito ilanguage ibarriers iand ivice 

iversa. 
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He ialso istates icommon ilanguage iis ithe igenesis iof 

iinternationalization iand icommercial itrading ibetween 

icountries. 

Arvis iet ial i(2013) istate ithat ithe ipresence iof ia imutual 

ilanguage iis ian iimportant istimulant ito ifostering itrade 

ibetween icountries. 
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3.3.  iCapital iFlows/FDI iEquation: 

The ibasic iFDI iregression imodel iis ias ifollows ifrom ithe ifindings ifrom iliterature ifrom iYingjei iet 

ial i(2021): i 

𝑙𝑛 (
𝑓𝑑𝑖

𝑔𝑑𝑝
)

𝑖.𝑡
=  i𝛽0 + 𝛽1𝑙𝑛𝐶𝑜𝑣𝑖𝑑𝑖.𝑡 + 𝛽2𝑙𝑛𝑟𝑝𝑐𝑔𝑑𝑝𝑖.𝑡 + 𝛽3𝑙𝑛𝑖𝑝𝑖𝑖.𝑡 + 𝛽4𝑙𝑛𝐸𝑥𝑐ℎ𝑎𝑛𝑔𝑖.𝑡 +

𝛽5𝑢𝑛𝑒𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡𝑖.𝑡 + 𝛽7𝑙𝑛𝑦𝑒𝑎𝑟2020 + 𝛽8𝜇𝑖 + 𝛽9𝛾𝑡 + 𝜀𝑖.𝑡  i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i i 

i(3) 

where i(
𝑓𝑑𝑖

𝑔𝑑𝑝
)

𝑖.𝑡
the iratio iof iFDI iinflows iis idivided iby iGDP iof icountry ii iin itime it. i 

The iadvantage iof iusing iFDI irelative ito ithe iscale iof ithe ieconomy iis ithat ithe ieffect iof iprice ican ibe 

ieliminated, iand ithis ivariable ican ibe iinterpreted ias ithe idependence iof iGDP ion iFDI iin ieconomic 

iterms. iCovidit iis ithe ivariable irepresenting ithe iCovid-19pandemic. 

rpcgdpit idenotes ireal iGDP iper icapita. i 

ipiit idenotes iIndustrial iProduction iIndex, ireflecting ieconomic iactivity iand iprosperity. i 

exchangeit idenotes ithe iforeign iexchange irate iof ithe ilocal icurrency ito ithe iUS idollar. i 

unemploymentit idenotes ithe inumber iof iunemployment irate 

trendit icontrols itime itrend. i 

year2020 iis ia itime idummy ivariable iwhich iequals ito i1 iin i2020; iotherwise, iit iequals ito i0. 

µi iand iγt icontrol icountry- iand itime-fixed ieffects. 

There iare idifferent ifactors ithat ihave ian iimpact ion iFDI ias iillustrated iand isummarised iin ithe itable 

ibelow: 

Variable i Impact ion iFDI 

Market isize According ito iParashar i(2015), imarket isize iis ithe ione iof ithe ideterminants 

iof iFDI iand ithis iis imeasured iin idifferent iways, ie.g., iGDP iper icapita. 

Khachoo iand iKhan i(2012) istate ithat icountries iwith ilarge imarket isizes 

iattract imore ioverseas iinvetments. 
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Alessandrini i& iResmini i(2000) ifound ithat iEastern iand iCentral iEuropean 

icountries iwith ilarger ipopulations icaptured ithe iattention iof imore iinvestors 

iand iattracted ihigher iFDI ithan icountries iwith ia ismaller ipopulation. 

Exchange irates Godlberg i(2009) istates ithat iwhen ia icountry’s icurrency idepreciates 

irelative ito ianother icurrency’s ivalue iit icould iimply ia ireduction iin ithat 

icountry’s iwages iand iproduction icosts, irelative ito iother iforeign icountries, 

imaking iit iattractive ito iinvestors. 

Gorg iet ial i(2009) iconcludes ithat ithere iis ievidence iof ia inegative ieffect iof 

iexchange irate ivolatility ion iFDI iinflows iand ithese ideter iforeign iinvestors 

ibecause iit irepresents iuncertainty iover ithe ivalue iof itheir iinvestment. 

Kosteletou iand iLiargovas i(2000) ihowever isuggest ithat ithere iis ian 

iambiguous irelationship ibetween iexchange irate ivolatility iand iFDI itheory. 

i 

 

Trade iOpenness Kosteletou iand iLiargovas i(2000) iconclude ithat itrade iopenness iincreases 

iexport ioriented iFDI, iwhile itrade irestriction iattract i“tarrif ijumping” iFDI 

ithat itakes iadvantage iof ithe idomestic imarket. 

Skandalis iand iLiargovas i(20012) ialso ifound ia ipositive iand isignificant 

irelationship ibetween iFDI iinflows iand itrade iopenness 

Kandieri iand iChitiga i(2006) iargue ithat iamongst iother ifactors, itrade 

iopenness iremains ione iof ithe istrongest iforces idetermining ithe ivolume iof 

iFDI iinflows iin ihost icountries. iThey ifurther iemphasize ithat ithe ineed ifor 

imore iinvestment iin ithe iprimary, imanufacturing iand iservice isector ifurther 

ireinforces ithe ineed ifor itrade iliberalisation. 

Taxes Desai iet ial i(2004) ifind ievidence ithat iindirect itaxes ii.e., itaxes iother ithan 

ipayroll iand icorporate iincome itax idepress iFDI. 

Radulescu i(2008) iexamine ilabour itax iimpacts ion ithe ilocation iof iforeign 

isubsidiaries iand ifind ithat iboth ithe icapital iincome itax irates ihave ia 

inegative ieffect ion ithe iprevalence iof iforeign iowned icorporations. 
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De imooij iand iEderveen i(2008) icontribute ito ithis iargument iand ithat ia ione 

ipercent ireduction iin ithe ihost icountry’s itax irates ion icapital iwould iincrease 

itotal iFDI iinflows iby i33%. 

 

Data iand iData iSources: 

The idata iused ito iexamine ithe iimpact iof iCovid-19 ipandemic, iis icollected ifrom ithe iCentre 

id’Etudes iProspectives iet id’Informations iInternationales i(CEPII) iGravity idatabase. iThe 

idatabase iprovides idata ifor iall iexisting icountries ifrom i1948 ito i2021. iThe idata iincludes 

iinformation ion itrade iflows, igeographic idistances, ithe icultural iproximity, itrade ifacilitation 

imeasures, iand imacroeconomic iindicators isuch ias ioutput, iand iper icapita iincome. iThe 

icumulative ideath icases ifor iCovid-19 ifor ieach icountry iare icollected ifrom iWorld iHealth 

iOrganisation ifor i2020 iand i2021 iwhere ithe idata iis iavailable. iFor ia ibroad iinterpretation iof 

ivariables iin ithe idatabase, isee iConte, iCotterlaz iand iMayer i(2022). iThe iCovid-19 ipandemic idata 

iis ithen imerged ifor ievery icountry iof iorigin iand idestination icountry ibefore iundertaking ithe 

ianalysis. i 

The ivariable ithis ipaper iuses ifrom iCEPII iare ithe idistance ivariable, ithe ilanguage ivariable, 

icontiguous ivariable, ithe itrade ivariable, ithe ioutput ivariable iwhich iare iimputed iin ithe igravity 

itrade imodel iwith iCovid-19 idata ifor iboth icountry iof iorigin iand ithe idestination icountries 

irespectively. iFor iForeign iDirect iinvestment iequation, ithe idata isources iare ifrom iWorld itrade 

iorganization, iWorld iBank iand ithe iInternational iMonetary iFund i(IMF). iThe idatasets iused iare 

iGDP, iexchange irate, iTrade iopenness, iwhich iis ia ipercentage iof iexports iand iimports, 

iunemployment idata, iCovid-19 icases iand ideaths ifrom i2019-2021. iFor ithe ivariable itrade, idata 

iwas icollected ifrom i2000 ito i2022 ibecause iCovid-19 ibegun iin iWuhan, iChina, iin iDecember i2019 

ito iabout i2022, iwhen iCovid-19 iwas ino ilonger ideclared ias ia ipandemic iand icountries iwent iback 

ito inormal iafter imass ivaccinations. 

The iother ithing ito inote iis iFDI idata iwas icollected ifrom i2000 ito i2022, ias ithe ilength iof ithe idata 

isets iwas iincreased ito iget ia ibroader ianalysis iof ithe inature iand iextent iof iFDI iin ideveloping iand 

iemerging icountries. iSecondly, ithe isample isize icame idown ito i120 icountries ifrom iabout i180 

icountries ias isome iof ithe ichallenges iexperienced iin idata icollection iis ia ilack iof iconsistency iand 

icontinuation iregarding ithe iavailability iof idata ifor isome icountries. iBecause iof ithe 

iincompleteness iof idata, ithe isample isize iwas ireduced ito i120 icountries iin iemerging iand 
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ideveloping ieconomies. iThe ifactors ihighlighted iabove ii.e., iCovid-19 icases, iCovid-19 ideaths, 

iexchange irate, iGDP iand itrade iopenness iwere iwhat iwas ifound isuitable iand irelevant ifor ithis 

iresearch iand iresults iestimation. i 

In iaddition, iit iis iimportant ito inote ithat isome ifactors ilike iproduction iindex iand iregional itrade 

iagreements iand itrade iopenness iare imentioned iin ithe iequations ibut icould inot ibe iused ifor 

iestimation ibecause iof iunavailability iof idata iso ithey iwere iexcluded ifrom ithe iresults iestimation. 

iHowever, iin ireality, ithese ifactors iaffect iFDI iand itrade, ibut iin ithis istudy, ithe icommentary ihas 

ibeen idone itheoretical iin ithe itable i3.8 iand iin ithe iequations ibut ithey ihave inot ibeen iused iin iresults 

iestimation ias iexplained iabove. iLastly, ion ithe iexchange irate iwe ihave iused ithe idollar icurrency iin 

irunning iour iestimations ifor ipurposes iof iuniformity iand ibecause idomestic icurrencies iare ialso 

iavailable ibut iwe ilimited ithe iresults irunning ito ia iuniform icurrency ibeing ithe iUnited iStates 

idollar irates i($).  



32 
 

CHAPTER i4: iPRESENTATION iOF iRESULTS 

This ichapter ipresents, iresults iobtained iby iestimating iTrade iequation iand iFDI iequation. iThe 

ianalysis istarts iwith, ipreliminary idata ivisualization iand idescriptive istatistics, icorrelation 

icoefficients ianalysis, iand ithen ithe iregression iresults ifollow iaccordingly. iThe ibaseline 

iestimation iof ithe iresults ifollows iTinbergen, i(1962) iwho iuses ithe iordinary ileast isquare ito 

iestimate idifferent iversion iof igravity iequation. iHowever, iSilva iand iTenreyro i(2006) isuggest 

ithat, iin ithe ipresences iof iheteroscedasticity, ithe iestimates iof ithe ieffects iof itrade ipolicy iare inot 

ionly ibiased ibut ialso iinconsistent, iwhen ithe igravity imodel iis iestimated iin ithe ilog-linear iform 

iwith ithe iOLS iestimator. i 

Another idrawback iof iOLS iapproach iis ithat iit idoes inot iaccount ifor iinformation iembodied iin ithe 

izero itrade iflows, ibecause ithese iobservations iare isimply idropped ifrom ithe iestimation isample 

iwhen ithe ivalue iof ithe itrade iis itransformed iinto ithe ilogarithm iform. iSantos iSilva iand iTenreyro 

i(2006) ipropose ito iapply iPoisson iPseudo iMaximum iLikelihood i(PPML) iestimator-, iwhich 

ieffectively ihandles ithe ipresences iof izero itrade iflows, imaking iit ian iappropriate ichoice ifor 

iempirical igravity ianalysis. iThus, ithis ipaper iuses iboth iOLS iand iPPML iestimation itechniques ito 

iestimate ithe iparameters iof ithe imodel. iThe ifinal isection igives ia ibrief isummary iof ithe iresults 

iobtained. i 

4.1.  iDescriptive istatistics 

Table i1, ipresent ithe idescriptive istatistics iof ilog iof itrade, ilog iof iGDP iof icountry iof iorigin iand 

idestination iand ilogarithm iof iCovid-19 ideath icases ifor icountry iof iorigin iand idestination 

icountry. iThe ilogarithm iof itrade, iGDP iand iCovid-19 iare i12.72, i13.69 iand i10.12 irespectively. 

iAll ivariables ihave istandard ideviation ibelow ithe imean. iThe iinclusion iof imany icountries iin ithe 

isample iincreases ithe ireliability iof ithe iresults, iespecially isince iCovid-19 ipandemic idata iboth ifor 

ideath icases iand iinfection icases iare ionly ivastly iavailable ifor i2020-2021 iperiod.  
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Table i1: iDescriptive istatistics 

 

 iVariables  iObs  iMean  iStd. 

iDev. 

 iMin  iMax  ip1  ip99  iSkew.  iKurt. 

 iltrade 658102 7.683 3.827 0 20.032 .336 15.973 .08 2.293 

 ilCovid-19o 97505 7.129 2.783 0 13.616 0 12.771 -.27 2.75 

 ilCovid-19d 95227 7.144 2.794 0 13.616 0 12.771 -.266 2.728 

 ilcases io 101868 10.859 3.211 0 17.796 1.386 16.402 -.902 4.004 

 ilcases id 101696 10.834 3.24 0 17.796 1.386 16.402 -.887 3.945 

 ilgdp io 1413357 17.508 2.413 9.532 24.031 11.822 22.549 -.225 2.868 

 ilgdp id 1408702 17.489 2.418 9.532 24.031 11.815 22.549 -.218 2.859 

 irta 3591118 .038 .192 0 1 0 1 4.816 24.197 

 ilanguage 3289364 .192 .394 0 1 0 1 1.567 3.457 

 ildist 3590826 8.821 .85 0 9.9 5.919 9.828 -2.15 12.156 

 icontig 3591118 .012 .108 0 1 0 1 9.014 82.253 

Note: iltrade icorresponds ito ithe ilogarithm iof inominal ibilateral iinternational itrade iflows ifrom iexporter io ito iimporter id. 

ildist irepresents ithe ilogarithm iof ibilateral idistance ibetween itrading ipartner’s io iand id. i icontig iis ian iindicator ivariable 

icapturing ithe ipresence iof icontiguous iborders ibetween itrading ipartners io iand id. iLanguage idenotes ia idummy ivariable ifor 

ithe iexistence iof ia icommon iofficial ilanguage ibetween ipartner’s io iand id. irta iis ithe iratified itrade iagreement ibetween ipatner 

io iand id. iThe icovariates ilgdp_o iand ilgdp_d iare ithe ilogarithms iof ithe ivalues iof iexporter ioutput iand iimporter, irespectively. 

iLastly, ithe icovariates ilcovid_o iand ilcovid_d iare ithe ilogarithms iof ithe ivalues iof iexporter iand iimporter icumulative icases 

iof ideath idue ito iCOVID-19, irespectively 

 

Table i2, ipresent ithe icorrelation icoefficients iof ithe idata iused ifor iestimation iin ithis ipaper. iThe 

iresults ishow ithat, itrade iis inegatively icorrelated iwith idistance iand iofficial ilanguage iof 

icommunication, iwhich iis iexpected. iTrade iis ipositively icorrelated iwith ilog iof iCovid-19 ideath 

icases ifor iboth icountry iof iorigin iand idestination icountry. iOne ishould ihave iexpected itrade ito ibe 

inegatively iassociated iwith iCovid-19 ipandemic, ias ithe ilockdown iwill ihave iaffected itrade iflows 

inegatively. iThe ilog iof itrade iis ipositively iassociated iwith iregional itrade iagreements i(rta) iand 

icountries iborders i(contig). i 
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In isummary, ithe icorrelations iof iinterest iare icontained iin ithe inon-diagonal ielements iof ithe 

imatrix. iWhich ishows ithat itrade iand iGDP iare istrongly ipositively icorrelated, iand ithat ithe 

icorrelation iis iapproximately ithe isame ifor iexporter i(o) iand iimporter i(d) iGDP. iThis ifinding 

isupports ithe ibasic iintuition ithat ibigger icountries itend ito itrade imore. iBy icontrast, iwe ifind ia 

istrong inegative icorrelation ibetween itrade iand idistance: icountry ipairs ithat iare ifurther iapart itend 

ito itrade iless. iAgain, ithis ifinding iis iin iline iwith ithe ibasic iintuition iof ithe igravity imodel. 

 

 

 

 

 

 

Table i2: iPairwise icorrelations i 

 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) 

(1) iltrade 1.000           

(2) ilcovid_o 0.384* 1.000          

(3) ilcovid_d 0.232* 0.060* 1.000         

(4) ilcases_o 0.417* 0.936* 0.066* 1.000        

(5) ilcases_d 0.254* 0.069* 0.949* 0.077* 1.000       

(6) ilgdp_o 0.506* 0.741* 0.011* 0.799* 0.014* 1.000      

(7) ilgdp_d 0.345* 0.013* 0.764* 0.016* 0.798* 0.043* 1.000     

(8) irta 0.240* 0.131* 0.130* 0.119* 0.118* 0.124* 0.125* 1.000    

(9) ilanguage -0.009* -0.115* -0.120* -0.152* -0.150* -0.132* -0.130* 0.026* 1.000   

(10) ildist -0.250* -0.041* -0.044* -0.094* -0.097* -0.067* -0.070* -0.218* -0.073* 1.000  

(11) icontig 0.170* 0.046* 0.047* 0.048* 0.049* 0.048* 0.049* 0.130* 0.080* -0.278* 1.000 

*** ip<0.01, i** ip<0.05, i* ip<0.1 
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Regression iresults i 

Log iof icovid iis ipositive iand isignificant iin iexplaining itrade iflows iwhen iestimated iusing iOLS. 

iFor ievery ione ipercent iincrease iin ithe iCovid-19 ipandemic ideath, itrade iflows iincrease iby i0.68 

ipercent. iSimilarly, ilog iof icovid ideaths i iis ipositive iand isignificant iin iexplaining ithe iinfluence iit 

ihas ion itrade iflows. iEvery ione ipercent iincrease iin ideath ifatalities idue ito iCovid-19 ipandemic iin 

ithe idestination icountry, iTrade iflows iincreases iby i0.50 ipercent. i iSimilarly, iwhen ithe iresults iare 

iestimated iusing iPPLM ifor ilog iof iCovid-19 ideath icases ifor icountry iof iorigin iand idestination 

icountry ithe iresults iremain ipositive iand isignificant, icontrary ito iour iexpectations. i 

Inclusion iof iother icovariates iprovide imore ireliable iresults ias ishown iin ithe itable ibelow iin 

icolumn i2 iand i4. iColumn i2 ipresents iresults ifor iOLS iestimation iwith ilanguage, irta-which iis ia 

idummy ivariable ithat iaccounts ifor ithe ipresence iof ia iRTA ibetween itrading ipartners, icountry iof 

iorigin i(o) iand idestination icountry i(d), iand ilog iof ibilateral idistance ibetween itrading ipartners io 

iand id iand icontig, iwhich icaptures ithe ipresence iof icontiguous iborders ibetween icountries iof 

iorigin iand idestination irespectively. i iThe iresults ishow ithat ia ione ipercent iincrease ideath idue ito 

iCovid-19 ipandemic iin ithe icountry-of-origin iresults iin itrade iflows idecreasing iby i0.07 ipercent, 

iholding iall ielse iconstant. i iAt ithe isame itime, ithe iincrease iin ideath icases idue ito iCovid-19 

ipandemic iin idestination icountry, iresult iin itrade iflows idecreasing iby i0.13 ipercent iholding iall 

ielse iconstant. i 

The irta ivariable iwhich iis ia idummy ivariable ithat icaptures ithe ipresences iof iTRA ibetween itrading 

icountry iof iorigin iand idestination icountry, ishows ithat icountry iwith ithe iTRA iagreement, itrade 

iby i1.60 iunits ithan ithose iwithout ithe iRTA iagreement. iThis ifinding iis iconsistent iwith ithose iof 

iBergstrand iet ial., i(2015). i iIn iterm iof ioutput, ifor ievery ione ipercent iincrease ioutput iin ithe 

icountry iof iorigin, itrade iflow iincrease iby i1.34 ipercent, iholding iall ielse iconstant. iSimilarly, ifor 

ithe idestination icountry, ievery ione ipercent iincrease iin iits ioutput, itrade iflows iincrease iby i1.58 

ipercent ildist iall ielse iconstant. i iThe idistance ibetween icountry iof iorigin iand idestination icountry, 

itends ito iadversely iaffect itrade iflows. iFor ievery ione ipercent iincrease iin ithe idistance ibetween ithe 

icountry iof iorigin iand idestination icountry, itrade iflow idecreases iby i1.04 ipercent. iDisdier iand 

iHead i(2008) iand iMayer i(2014) iassert ithat idistance iis ia isignificant iimpediment ito ibilateral 

itrade, icorroborate ithis ifinding. i iLanguage ivariable iwhich itakes ia ivalue iof ione iif iboth icountries 

ishare isame iofficial ilanguage, iis ipositive iand isignificant, ishowing ithat, icountries iwhich ishare 

ithe isame ilanguages itends ito itrade imore ithan ithose iwhich ido inot ishare ithe isame icommon 
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iofficial ilanguage. iLastly, icontiguity iis ipositive iand isignificant, ishowing ithat icountries iwhich 

ishare iborders itends ito itrade ioften ithan ithose, iwhich ido inot ishare iborders. i i 

 

Column i4 ipresents iresults ifor iPPML iestimation imethod, iwith isame icovariates ias ithose iin 

icolumn i(2), igives isimilar iresults iwith iexception iof icontiguity ivariable iis ino ilonger isignificant 

iin ithis ispecification. i iThe iresults ishow ithat, ia ione ipercent iincrease ideath idue ito iCovid-19 

ipandemic iin ithe icountry-of-origin iresults iin itrade iflows idecreasing iby i0.01 ipercent, iholding iall 

ielse iconstant. i iAt ithe isame itime, ithe iincrease iin ideath icases idue ito iCovid-19 ipandemic iin 

idestination icountry, iresult iin itrade iflows idecreasing iby i0.014 ipercent iholding iall ielse iconstant. 

i 

The irta ivariable iwhich iis ia idummy ivariable ithat icaptures ithe ipresences iof iTRA ibetween itrading 

icountry iof iorigin iand idestination icountry, ishows ithat icountry iwith ithe iTRA iagreement, itrade 

iby i0.162 iunits ithan ithose iwithout ithe iRTA iagreement. i iConte, iPierre iand iMayer i(2022) isuggest 

ithat, iwhen icountries iform ian iRTA, ithey itend ito iapply ilower itariffs iand ialso icooperate ion ia 

inumber iof iother ipolicy iareas iwhich itends ito ireduce ioverall ibilateral itrade icosts iamong imember 

icountries ibeyond ithe iremoval iof iexplicit itrade ibarriers. iThus, ithese iresults isupport itheir iclaim. i 

iIn iterms iof ioutput, ifor ievery ione ipercent iincrease ioutput iin ithe icountry iof iorigin, itrade iflow 

iincreases iby i0.160 ipercent, iholding iall ielse iconstant. iSimilarly, ifor ithe idestination icountry, 

ievery ione ipercent iincrease iin iits ioutput, itrade iflows iincrease iby i0.12 ipercent iholding iall ielse 

iconstant. i iThe idistance ibetween icountry iof iorigin iand idestination icountry, itends ito iadversely 

iaffect itrade iflows. iFor ievery ione ipercent iincrease iin ithe idistance ibetween ithe icountry iof iorigin 

iand idestination icountry, itrade iflow idecreases iby i0.11 ipercent. i iLanguage ivariable iwhich itakes 

ia ivalue iof ione iif iboth icountries ishare isame iofficial ilanguage, iremain ipositive iand isignificant, 

ishowing ithat, icountries iwhich ishare ithe isame ilanguages itends ito itrade imore ithan ithose iwhich 

ido inot ishare ithe isame icommon iofficial ilanguage. iThe imodel ifit ifor iOLS- ishows ithat ithe 

icovariates iincluded iexplains i67 ipercent iof ivariations iin itrade iflows ibetween icountry iof iorigin 

iand idestination icountry irespectively. i 

Notable iobservations ibetween ithe iOLS iand iPPLM iestimators iare ithat, idespite ithe isigns iand ithe 

isignificance iof ivariable iremaining ithe isame iin icolumn i(2) iand i(4), ithe isize iof ithe icoefficients 

idecrease ia ilot ibetween ithe imodels. iThus, iOLS iestimators ias iexplained ipreviously iare ibiased 

iand iinconsistent idue ito izero itrade iflows iand iheteroskedasticity iproblem ias ialluded iby 

iAnderson iand ivan iWincoop i(2003). i  
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Table i3 iRegression iresults iwhen iclustered iacross icountries. 

 

 (1) (2) (3) (4) 

VARIABLES OLS-Covid OLS-others PPML-Covid PPML-other 

     

lcovid_o 0.675*** -0.0733*** 0.0821*** -0.00880*** 

 (0.00834) (0.00909) (0.00113) (0.00109) 

lcovid_d 0.465*** -0.130*** 0.0558*** -0.0135*** 

 (0.00832) (0.00921) (0.00104) (0.00113) 

lgdp_o  1.344***  0.156*** 

  (0.0119)  (0.00153) 

lgdp_d  1.076***  0.119*** 

  (0.0121)  (0.00152) 

rta  1.577***  0.162*** 

  (0.0358)  (0.00417) 

language  0.660***  0.0702*** 

  (0.0473)  (0.00582) 

ldist  -1.037***  -0.113*** 

  (0.0222)  (0.00260) 

contig  0.715***  0.0154 

  (0.105)  (0.0124) 

Constant 0.400*** -27.44*** 1.129*** -2.046*** 

 (0.0932) (0.314) (0.0159) (0.0403) 
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Observations 20,851 19,307 20,851 19,307 

R-squared 0.287 0.670   

Source: iAuthors’ icalculations 

 

Note: iltrade icorresponds ito ithe ilogarithm iof inominal ibilateral iinternational itrade iflows ifrom iexporter io ito 

iimporter id. ildist irepresents ithe ilogarithm iof ibilateral idistance ibetween itrading ipartners io iand id, icontig iis ian 

iindicator ivariable icapturing ithe ipresence iof icontiguous iborders ibetween itrading ipartners io iand id. iLanguage 

idenotes ia idummy ivariable ifor ithe iexistence iof ia icommon iofficial ilanguage ibetween ipartner’s io iand id. irta iis ithe 

iratified itrade iagreement ibetween ipatner io iand id. iThe icovariates ilgdp_o iand ilgdp_d iare ithe ilogarithms iof ithe 

ivalues iof iexporter ioutput iand iimporter, irespectively. iLastly, ithe icovariates ilcovid_o iand ilcovid_d iare ithe 

ilogarithms iof ithe ivalues iof iexporter iand iimporter icumulative icases iof ideath idue ito iCOVID-19, irespectively. 

iRobust istandard ierrors iin iparentheses: i*** ip<0.01, i** ip<0.05, i* ip<0.1 

 

 

Table i4 ibelow, ishow ithe iresults, iwhen ithe igroup iare iclustered iacross iyear. iThe iimmediate 

iobservation iis ithat, ithe inegative isign iobserved iabove ifor iboth ilog iof iCovid-19 iand ilog iof iGDP 

iremain. iFurthermore, ithe ilog iof iGDP inow iis istatistically isignificant. iTherefore, ithe isize iof 

iinfluence iof iCovid-19 ideath ion itrade idoes inot ichange iwhen iclustered iacross itime. iHowever, 

ilog iof iGDP, isize iremain ithe isame ibut ibecome isignificant. iEstimation iunder ithe iPOOLS ishows 

ithat ifor ievery ione-percentage ichange iin iGDP, itrade iflows idecrease iby i1.34 iand i0.74 ipercent 

irespectively. iWhile iwhen ithe iresults iare iestimated iusing iPMML imodel, ithe iresults ishow ithat 

ifor ievery ione-percentage ichange iin iGDP, itrade iflows idecrease iby i0.04 ipercent, iwhich iis 

isignificant iat ia ione ipercent ilevel. i 
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Table i4: iRegression iresults iwhen icumulative inumber iof icases iof iCOVID-19are iused 

iinstead. i i 

 (1) (2) (3) (4) 

VARIABLES OLS-Cases OLS-others PPML-Cases PPML-other 

     

lcases_o 0.693*** -0.0986*** 0.0915*** -0.00538*** 

 (0.00799) (0.0102) (0.00121) (0.00127) 

lcases_d 0.502*** -0.103*** 0.0637*** -0.00903*** 

 (0.00770) (0.0102) (0.00105) (0.00125) 

lgdp_o  1.317***  0.150*** 

  (0.0121)  (0.00153) 

lgdp_d  1.009***  0.114*** 

  (0.0125)  (0.00153) 

rta  1.478***  0.150*** 

  (0.0352)  (0.00416) 

language  0.760***  0.0809*** 

  (0.0478)  (0.00581) 

ldist  -1.021***  -0.114*** 

  (0.0226)  (0.00265) 

contig  0.656***  0.000569 

  (0.105)  (0.0121) 

Constant -4.806*** -24.93*** 0.377*** -1.830*** 

 (0.139) (0.289) (0.0244) (0.0370) 
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Observations 22,482 20,449 22,482 20,449 

R-squared 0.321 0.653   

e(F) 4850    

Adjust iR2 0.321    

Note: iltrade icorresponds ito ithe ilogarithm iof inominal ibilateral iinternational itrade iflows ifrom iexporter io ito 

iimporter id. ildist irepresents ithe ilogarithm iof ibilateral idistance ibetween itrading ipartners io iand id, icontig iis ian 

iindicator ivariable icapturing ithe ipresence iof icontiguous iborders ibetween itrading ipartners io iand id. i iLanguage 

idenotes ia idummy ivariable ifor ithe iexistence iof ia icommon iofficial ilanguage ibetween ipartner’s io iand id. irta iis ithe 

iratified itrade iagreement ibetween ipatner io iand id i.The icovariates ilgdp_o iand ilgdp_d iare ithe ilogarithms iof ithe 

ivalues iof iexporter ioutput iand iimporter, irespectively. iLastly, ithe icovariates ilcovid_o iand ilcovid_d iare ithe 

ilogarithms iof ithe ivalues iof iexporter iand iimporter icumulative icases iof ideath idue ito iCOVID-19, irespectively. 

iRobust istandard ierrors iin iparentheses: i*** ip<0.01, i** ip<0.05, i* ip<0.1 
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4.2.  iEmpirical iResults iand idiscussion ifor iFDI iequation 

Figure i2, igives ithe iscatter iplots iof iFDI iflows iand iother ivariables, iall iin ilog iforms. iThere iis ia 

inegative icorrelation ibetween ithe iFDI iflows iand iCovid-19 ipandemic icases. iUnexpectedly, ithe 

iFDI iflow iis ipositively icorrelated iwith iunemployment irate. iAt ithe isame itime, iFDI iis ipositively 

icorrelated iwith iFDI iflows. iThe ireal ieffective iexchange irate iis inegatively irelated ito iFDI iflows. i 

Table i5 ibelow igives idescriptive istatistics ifor ithe idataset iused iin iestimating ithe iabove imodel. 

iThe iresults ishow ithat iaverage iof ilog iof iFDI iof i5.604, ithe imean iof ilog iof icovid iof i11.02, ithe 

iaverage imean iof ilnrpcdgp iis i8.09, ithe iaverage iof ilnexchange iis i4.59, ithe iaverage iof 

iunemployment iis i7.92, iwhile ithe imean iof ilntrend iis i7.61, ithe iaverage iof idumi2 iis i0.09, ithe 

imean iof idumi2021 iis i0.04, ilastly, ithe iaverage idumi2020 iis i0.05. iAll ithe istandard ideviations iare 

ibelow ithe imean ifor ithe ientire isample. 

Table i5: iDescriptive iStatistics i i 

 iVariable  iObs  iMean  iStd. iDev.  iMin  iMax 

 ilnFDI 2401 5.604 1.33 -1.561 12.049 

 ilnCOVID 231 11.018 2.539 2.565 17.366 

 ilnrpcdgp 2547 8.086 1.321 5.542 11.475 

 ilnexchange 1033 4.587 .153 3.99 6.236 

 iunemployment 2481 7.918 6.118 .1 31.11 

 ilntrend 2592 7.606 .003 7.601 7.611 

 idumi2 2592 .09 .286 0 1 

 idumi2021 2592 .044 .206 0 1 

 idumi2020 2592 .045 .208 0 1 

 iyear 2592 2010.484 6.338 2000 2021 

 

 

Table i6 iprovides ithe icorrelation imatrix ifor ithe isample iused. iForeign idirect iinvestment iis 

inegatively icorrelated iwith iCovid-19 ipandemic, ilog iof iexchange irate, ilog iof iunemployment. 

iMoreover, iFDI iis ipositively icorrelated iwith ilog iof iper icapita iand iln iunemployment. i 
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iAdditionally, ithe idummy ivariables iare ipositively icorrelated ibut inot istatistically isignificant 

iwith iFDI iflows. 

Table i6: iPairwise icorrelations i 

Pairwise icorrelations i 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) 

(1) ilnFDI 1.000         

(2) ilnCOVID -0.220* 1.000        

(3) ilnrpcdgp 0.217* 0.152* 1.000       

(4) ilnexchange -0.059 -0.273* -0.048 1.000      

(5) iunemployment 0.118* 0.001 0.093* -0.237* 1.000     

(6) ilntrend 0.037 0.392* 0.091* 0.026 -0.022 1.000    

(7) idumi2 -0.025  0.015 -0.009 0.026 0.495* 1.000   

(8) idumi2021 -0.022 0.392* -0.003 -0.001 0.016 0.357* 0.687* 1.000  

(9) idumi2020 -0.013 -0.392* 0.023 -0.011 0.019 0.326* 0.693* -0.047* 1.000 

*** ip<0.01, i** ip<0.05, i* ip<0.1 

 

Regression iresults 

Table i7 ibelow ipresent ithe iregression iresults iof iforeign idirect iinvestment iagainst ivarious 

idrivers, iwith itime ivariables ifor iyear i2020-2021(dumi2), iyear i2020, iand iyear i2021. iThe iresults 

ishow ithat, iper icapita iGDP iis ipositive iand istatistically isignificant iin iexplaining iforeign idirect 

iinvestments. iFor ievery ione ipercent iincrease iin iper icapita iincome, iforeign idirect iinvestment 

iincreases iby i0.303 iand i0.34 ipercent iacross ivarious iOLS iestimations. i iCovid-19 ipandemic 

iadversely iaffects iFDI iflows, ifor ievery ione ipercent iincrease iin iCovid-19 ideath icount, iFDI iflow 

idecreased iby i0.174 iand i0.223 irespectively. iThe idummy ivariable ifor i2020 iis inegative iand 

isignificant iin iexplaining iFDI iflows. iOutbreak iof iCovid-19 ihad ia inegative ieffect ion iFDI iflows 

iin i2020 icompare ito ianother iperiod. iThus, iFDI iflows idecreased iby i0.45 ipercent iin i2020 

icompare ito iother iyears. iUnemployment irate iis ipositive iand isignificant iin iexplaining iFDI iflows. 

iThis ifinding iis iunexpected iof. iOne iwould ihave iexpected ithe irise iin iunemployment irare ito 

iadversely iaffect iFDI iflows. iThis ican ibe iattributed ito ieither imodel imisspecification ior iother 
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istructural iissues iemanating ifrom ithe isample. iEffective ireal iexchange irate iis ipositive, ibut inot 

isignificant. iThe ilack iof isignificance icould ibe idue ito ithe ishort iperiod iof istudy iof ithe iimpact, 

ibeing itwo iyears. i 

The iR-square iincreased ias imove ivariables iwere iadded iinto ithe imodel. iThe ifinal ivalue iof i0.32, 

itell ius, ithe ivariables iincluded ihere ionly iexplain i32 i% iof ithe ivariation iobserved iin iFDI iflows. i 

Table i7: iOLS iRegression iresults 

 (1) (2) (3) (4) 

VARIABLES OLS OLS OLS OLS 

     

lnCOVID -0.174*** -0.223*** -0.223*** -0.223*** 

 (0.055) (0.062) (0.062) (0.062) 

unemployment 0.043** 0.043** 0.043** 0.043** 

 (0.017) (0.017) (0.017) (0.017) 

lnrpcdgp 0.304*** 0.337*** 0.337*** 0.337*** 

 (0.109) (0.113) (0.113) (0.113) 

lnexchange 0.130 -0.057 -0.057 -0.057 

 (0.524) (0.522) (0.522) (0.522) 

dumi2020  -0.450*** -0.450*** -0.450*** 

  (0.140) (0.140) (0.140) 

Constant 4.233 5.623** 5.623** 5.623** 

 (2.792) (2.767) (2.767) (2.767) 

     

Observations 81 81 81 81 

R-squared 0.278 0.322 0.322 0.322 

e(F) 5.526 5.098 5.098 5.098 
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Robust istandard ierrors iin iparentheses 

*** ip<0.01, i** ip<0.05, i* ip<0.10 

 

Estimation iusing iRandom ieffect iis idone iafter iperforming ithe iHausman itest, iwhich igives ia iChi-

probability iof i0.21, itherefore iwe ifail ito ireject ithe inull ihypothesis iand itherefore iuse iRE iinstead 

iof iFE itechnique ito iestimate ithe iresults. iPer icapita iincome iis istatistically isignificant iin 

iexplaining iFDI ilows iand ihas icomparable imagnitude iwith ithat iof iPOOLS. iFor ieach ione ipercent 

iincrease iin iper icapita iincome, iFDI iflows iincreases iby i0.23, i0.26 iand i0.32 ipercent irespectively. 

iThe ideath icount idue ito iCovid-19 ioutbreak iis inegative iand istatistically isignificant iin iexplaining 

iFDI iflows, ifor ievery ione ipercent iincrease iin ideath icount idue ito ithe ipandemic, iFDI iflows 

idecreased iby i0.18 ipercent iin ithe iresults iin icolumn i(7). i iThe itime idummy ifor iyear i2020 iis 

inegative iand isignificant iat ia i1 ipercent ilevel iof isignificant. iThis imeans ithat iFDI iflows igrowth, 

idecreased iby iapproximately i0.370 ipercent icompare ito iother iperiods. iThe inumber iof 

iobservations idecreased ifrom i195 ito i81, iwhen ithe idummy ivariable iis iincluded iin ithe imodel. iThe 

ireal ieffective iexchange irate iis ipositive ibut iinsignificant iin iexplaining iFDI iflows, ithat iis ifor 

ievery ione ipercent iappreciation iof ithe iexchange irate, iand iFDI iflows iincrease iby i0.28 iand i0.1 

ipercent irespectively. iThis iis iin iline iwith ithe itheory, ieven ithough iit iis iinsignificant. i 
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Table i8: iRandom ieffect iRegression iresults 

 

 (1) (2) (3) (4) (5) (6) (7) 

VARIABLES RE RE RE RE RE RE RE 

        

lnCOVID -0.060** -0.052** -0.061** -0.096* -0.179*** -0.179*** -0.179*** 

 (0.027) (0.026) (0.025) (0.052) (0.063) (0.063) (0.063) 

unemployment  0.010 0.007 0.043** 0.044** 0.044** 0.044** 

  (0.018) (0.018) (0.018) (0.018) (0.018) (0.018) 

lnrpcdgp   0.225*** 0.255** 0.317*** 0.317*** 0.317*** 

   (0.074) (0.101) (0.105) (0.105) (0.105) 

lnexchange    0.278 0.088 0.088 0.088 

    (0.599) (0.571) (0.571) (0.571) 

dumi2020     -0.368*** -0.368*** -0.368*** 

     (0.127) (0.127) (0.127) 

Constant 6.147*** 5.908*** 4.225*** 3.060 4.556 4.556 4.556 

 (0.317) (0.349) (0.673) (3.199) (3.068) (3.068) (3.068) 

        

Observations 206 195 195 81 81 81 81 

Number iof iid 112 107 107 44 44 44 44 

        

Standard ierrors iin iparentheses 

*** ip<0.01, i** ip<0.05, i* ip<0.10 
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Table i9. iRobust icheck iand idiagnostic ifor iOLS iestimates 

Hypothesis Test iStatistics Decision 

Two i– isample it itest iwith 

iequal ivariance: 

Ho: iNo idifference ibetween 

imean iof ibudget ideficit 

iduring ielection iand iother 

iperiod 

Pr i(|T|>|t|) i=0.0181 Reject ithe inull ihypothesis iof 

ino idifference ibetween ithe 

imean iof ibudget ideficit 

iduring ielection iand iother 

iperiod. 

Normality itest: iSkewness-

Kurtosis itest ifor iNormality i 

Ho: iThe ierror iterms iare 

ijointly inormally 

idistributed i 

 

Joint istatistic iis i2.26 iand ithe 

iprobability iof iobtaining isuch 

istatistics iunder ithe inormality 

iassumption ifor iSkewness iis 

i0.214 iand i0.423 ifor iKurtosis, 

iand ioverall ip-value iis i0.323 i 

 

Therefore, iwe ifail ito ireject 

ithe inull ihypothesis ithat ithe 

ierror iterms iare inormally 

idistributed. i(See ifigure i3 iin 

iAppendix-Plot iof iresiduals) 

Multicollinearity itest: 

Ho: iNo iMulticollinearity 

VIF ifor iall ivariables iare iless 

ithan i5. 

Multicollinearity iis inot ia 

iproblem. 

 iHeteroscedasticity itest: 

Ho: iConstant ivariance 

Breusch-Pagan/Cook-

Weisberg itest ifor 

iheteroscedasticity iprovide ia 

itest istatistic iof i0.33 iwith ia 

icorresponding ip-value iof 

i0.5667 

Fail ito ireject ithe inull 

ihypothesis iof iconstant 

ivariance, iso ithere iis 

ipotential iheteroscedasticity 

iproblem. 

Specification ierror itest: 

Ho: iModel ihas ino iomitted 

ivariables 

The iRamsey iRESET itest 

iprovide ia itest istatistic iof i0.42 

iwith ia iprobability iof i0.7420 

We ifail ito ireject ithe inull 

ihypothesis; ithere iis ino 

ipossible imisspecification 

ierror iin ithe imodel. 
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Table i10. iRobust icheck iand idiagnostic ifor iPanel iData iestimates 

Hypothesis Test iStatistics Decision 

Test ifor iRandom ieffect: 

iBP-LM iTest:(RE ior iOLS) 

Ho: iVariance iacross ientities 

iis izero, ino isignificant 

idifferences iacross iunit i(i.e., 

ino ipanel ieffect) 

 

The iBreusch iand iPagan 

i(LM) itest ifor iRE iprovide ia 

itest istatistic iof i11.46 iwith ia 

iprobability iof i0.0004 

Since iprobability iis iless ithan 

i5%, ireject ithe inull iand 

iconclude ithat ithere iis 

ievidences iof isignificant 

idifferences iacross ipanel, 

itherefore ione icannot irun ia 

isimple iOLS. 

Hausman iTest: ichoice 

ibetween iRE iand iFE: 

Ho: iDifference iin 

icoefficients inot isystematic 

The iHausman itest igives ia 

itest istatistic iof i7.10 iwith ia 

iprobability iof i0.2134. 

Therefore, ifail ito ireject ithe 

inull ihypothesis iand iconclude 

ithat ithere iis inot ia isystematic 

idifference iin icoefficients 

iand itherefore iwe iuse iRE ifor 

iestimation iinstead iof iFE. 

Heteroscedasticity iin iPanel 

idata 

Ho: iHomoscedasticity 

i(constant ivariance) 

The iModified iWald iTest ifor 

igroupwise 

iheteroscedasticity iin iFE, 

igives ia itest istatistic iof i6.4 

ix10^31 iwith ia iprobability iof 

i0.000 

Reject ithe inull iof 

ihomoscedasticity iin ithe 

ipanel iand itherefore 

iheteroscedasticity iis ia 

ipossible iproblem. 

Cross-sectional-

dependence/ 

icontemporaneous-

correlation 

Ho: iThe iresiduals iare inot 

icorrelated 

Pesaran’s itest iof icross-

sectional iindependence 

iprovides ia itest istatistic iof 

i1.269 iwith ia iprobability iof 

i0.2045 

 iSince ithe iprobability iis 

igreater ithan i5%, ifail ito ireject 

ithe inull, ithat ithe iresiduals 

iare inot icorrelated. 

Sargan itest: iTest iof iover 

iidentification irestriction: 

The iSargan itest iof iover 

iidentification iprovide ia itest 

Since ithe icomputed ichi2-

square iis iless ithan ithe icritical 

ichi2-we ifail ito ireject ithe 
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Ho: iThe iinstrument iset iis 

ivalid iand itherefore, ithe 

imodel iis icorrectly ispecified. 

istatistic iof i206.22 iwith ia 

iprobability iof i0.136 

inull, iwhich imeans ithat ithe 

iinstrument iset iis ivalid iand 

ithe imodel iis icorrectly 

ispecified. 

 

This istudy iempirically iexamines ithe iimpact iof iCovid-19 ion ithe itwo ieconomic iindicators iof 

iglobalisation, iin iemerging iand ideveloping icountries iwith ia ifocus ion ia isample isize iof i120 

icountries. iWe iconsider ithe ieffect iof iCovid-19 ion ilabour, icapital, iimport iand iexport, imarkets 

itransmission ichannels iand ishock ieffects ion ithe iindicators, ithrough idemand iand isupply iand ithe 

isubsequent ispill iover ieffects, iusing itwo iregression imodels imentioned iin ichapter i4. iThe iPPML 

i(Poisson ilikelihood) imethod iis iused iin ithe ifirst ilikelihood imethod. 

The iEmpirical ifindings ishow iand iestablish ia irelationship ibetween iCovid-19 iand ithe itwo 

iindicators iof iglobalisation, ibeing itrade iand iFDI. iWith ithe ifirst iregression imodel, ithe iresults 

ishow ithat ithere iis ia inegative iand isignificant iimpact iof iCovid-19 ion itrade iand iFDI. iThese iis 

ievidenced iby ithe irobust ichecks iand idiagnostic itests iconducted ion ithe idata iusing ithe itwo 

iregression imodels iof itrade iand iFDI. 

The imodel iis ialso iconfirmed ito ibe iworking icorrectly ifrom ithe iSargan itest. iThis iin iline iwith ithe 

ifindings iof i(Hayakawa iand iMukunoki, i2021), iwhere iit iwas isimilarly iestablished ithat ithe 

ispread iof iCovid-19 ihad inegative iand iadverse ieffects ion iworldwide itrade, ii.e., iworldwide itrade 

iin iboth iimporting iand iexporting icountries, iWith ithe inegative ieffects ibeing iobserved imore iin 

iexporting icountries iin ideveloping icountries. iThey ihowever iobserved ia ipositive ieffect iin 

iagricultural iand iessential iexport igoods iwhich iarose idue ithe isubstitution ieffect ithat ihappened iin 

ithe imarket ifrom inon-essential igoods iand inon-agricultural igoods iin iexporting icountries iin 

ideveloping icountries. 

As iindicated iin ithis imodel iCovid-19 iis inegatively iand isignificantly icorrelated iwith iFDI iin iboth 

ideveloping iand iemerging ieconomies. iThis ifinding iis iconsistent iwith iSyarifuddin iand iSetiawan 

i(2022) ithat iobserved ithat iFDI ifell iduring ithe ipandemic ifor iall ieconomic isectors; ithis iis 

iattributed ito ithe inegative iFDI ishocks ithat iaffected ithe idifferent isectors iin ithese ieconomies. 

In iterms iof ithe ivarious ieffects iof iCovid-19 ipandemic ion ieconomic ilevels, ithe ifindings iof ithis 

istudy iadvise ipolicy imakers ito ikeep ian ieye ion iall ieconomic isectors iaffected iby ithe ipandemic 

iand iadapt ithe ilessons iadapted ifrom ithe iimpacts iof iCovid-19 iin ifuture ipandemic ioutbreaks, ito 
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imitigate ithe inegative iFDI ishocks, ias ia iresult. iAnother iinteresting ifinding ito inote iis ithat iin 

icountries ithat ihad isubsidies iand iunemployment ifund ilike iSouth iAfrica. iThe iimpact iof iCovid-

19 ihad ia ipositive iimpact ion itrade ii.e., idemand iincreased ibecause ithe igovernment iput iaside ia 

ifund ito isubside ithe icost iof igoods ito ithe imarginalised icommunities iin ipoor ibackgrounds ilike 

islums, iwho iwere ibelow ithe iminimum iwage iin ithe icountry ior iwere icompletely iunemployed ior 

iwho ilost itheir ijobs ias ia iresult iof iCovid-19 ipandemic. 

Covid-19 iis ialso iseen ito ihave ia inegative iimpact ion iFDI, iwhich iconstitutes ilabour imobility iand 

icapital imobility iacross idifferent ieconomies. iBecause iof ithe ipandemic, ithere iwas ia iconsiderable 

idecline iin iFDI iactivities iacross ithe iworld ieconomies, iemerging, ideveloping iand iadvanced 

ieconomies iboth ibeing iaffected. iSome icountries iwere iexceptions iin isome iindustries ifor iinstance 

iSouth iAfrica iwas iproducing iand iexporting ithe iJohnson iand iJohnson ivaccine iso iit iexperienced 

ia ipositive icorrelation iin ivaccine iexports iamongst iother iexporting icountries. iMedicinal 

iproducts ilike ivitamin iC, iZinc iand ifacemasks ialso iincreased iin idemand iacross ithe iworld ias 

ithese iwere iessentials iduring ithe ipandemic. 

Another iinteresting ioutcome iwas iservice iindustries, ithe iaviation iindustry ifor iinstance iwas 

iaffected iadversely inegatively ias ilockdowns iwere iimposed iand imost iflights icancelled iand 

iplanes igrounded iexcept icargo iflights ithat ieven iexperienced ian iincrease iin idemand ifor ithese 

iservices idue ito ithe idelivery iof isome iof ithe iaforementioned igoods ilike ifacemasks iand ivaccines 

iacross ithe iworld. iLastly, ihospitals iwere ioverbooked iand idemand ifor imedical iservices 

iincreased, ithe imedical iservices iwere ioverwhelmed iand ialmost iin ia icrisis, ithe iIntensive icare 

iunits iwere ifully ibooked, ibeds iwere iunavailable ifor iadmissions iand iventilators iand ioxygen 

imasks iincreased iin idemand, iyet ithere iwas iscarcity idue ito ihigh idemand. iMost igovernments 

iinsisted ion imoderately isick ipatients ito imanage isymptoms iat ihome iand inot ioverwhelm ithe 

iunderstaffed imedics iwith ithe idemand iin itreatment. 

The itourism iindustry iis ialso iworth imentioning, ithat iwas inegatively iand igreatly iaffected 

ibecause iof icross iborder ishutdowns iand ilockdown imeasures. iMost icountries iaround ithe iworld 

icurtailed imovement, iand ideveloping icountries itook ithe imost ihit. iCountries ilike iKenya, 

iTanzania, iSouth iAfrica iand iZanzibar ithat ifor iinstance igained igreatly ifrom itourism iactivities 

iwent iat ia iloss ias ilockdowns iwere iimposed iespecially iin iemerging iand ideveloping ieconomies, 

iwhich iwere ibanned ifrom itravelling ito iadvanced ieconomies iand ivice iversa. 

This itherefore imeans ithat iprevious iliterature ithat ilooked iinto ia icross isectional iindustry iimpact 

iof iCovid-19 ion itrade iper iindustry, ihad icontradictory iresults iin ithat isome iindustries iwere 
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iaffected ipositively iduring ithe ipandemic iand isome iadversely, ian iexample iis i(Fang, iYujie iand 

iFao,2021). iHayakawa, iLee iand iPark i(2022) ialso icome ito ithe isame iconclusion istating ithat 

iCovid-19 ihad iasymmetrical ieffects ion iFDI idepending ion ithe iindustry. iLabour imobility iwas 

iobviously icurtailed ibecause iof ilockdowns, iillness iand ideath ibecause iof ithe ipandemic. iCapital 

ioutflows ialso ideclined ibecause iof ilockdowns iwith ifew iexceptions ithat iwere itransported ias 

icargo igoods iacross ithe iworld iand icontinents. 

Political ifactors iare iimportant ito imention, iespecially ibetween iAfrica iand ithe irest iof ithe iworld 

iand ithis iis iattributed ito ithe ifact ithat ithe iwest iclaimed ithat ithe ivariants iand istrains imostly 

ioriginated ifrom iAfrica, iyet ithere iwas isufficient ievidence ito idismiss ithese iclaims. iFor iexample, 

ithe iomicron istrain iwas iclaimed ito ioriginate ifrom iSouth iAfrica iand ithis iturned iout ifalse ias iit 

iwas idiscovered iin ia itraveller iwho ioriginated ifrom iItaly. iThis iled ito icross iborder idisagreements 

ias iAfrican ileaders ifelt ibullied iand icompelled ito itake ia ifall ifor ithe ipandemic, iyet iit ioriginated 

ifrom iChina iand ithe ilow imortality irate iin iAfrica iproved ithis inarrative, iotherwise. 

From ithe iabove ianalysis, iit iis ievident ithat iCovid-19 icaused iboth isupply iand idemand ishocks, 

iwith ithe inegative ieffects iinfluencing iboth iexporting iand iimporting icountries iin iterms iof itrade. 

iThese ifindings iare iin iline iwith iHayakawa iand iMukunoki i(2020) iwhose ipaper iprovides 

ievidence ion ithe iimpact iof iCovid-19 ion iworldwide itrade. iCovid-19 iand itrade iare inegatively 

icorrelated ithough iit imay isuffice ito iadd ithat ithis irelationship imay ibe iinverse iin iindustries isuch 

ias imedical iproducts ior itextile iface imask iindustry, ibecause ifor iinstance iduring ithe iCovid-19 

ipandemic ithe idemand ifor ithese iproducts iis iseen ito iincrease ias ielucidated iin iprevious istudies. 

iTherefore, ian iindustry-focused istudy iwould ibe irecommended iin ifuture ijust ito ianalyse ithe 

iextent iof ithe iCovid-19 ipandemic ion itrade ibut ion ian iindustry ispecific imodel. 

The iother iimportant ithing ito inote ifrom ithis ianalysis iis ithat imulticollinearity iis inot ia iproblem 

ihowever iheteroscedasticity icould ibe ia iproblem ibecause ithe ivariance iof ithe iresiduals iis iunequal 

iover ia irange iof ithe imeasured ivalues iand ithis iassumes ithe imodelling ierrors ihave ithe isame 

ivariance, ithough ithe iOLS iestimator iremains iunbiased, iregardless. i 
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4.3.  iConclusion i 

The iresults ishown ithat itrade iand iforeign idirect iinvestments iflows iwere iadversely iaffected iby 

ithe iCovid-19 ipandemic ioutbreak. iMoreover, ithe iimpact iis ireflected iin iboth ithe itime idummy 

ivariable iand ithe ideath icases. iThe imagnitude iof ipandemic ieffect ion iboth iTrade iflows iand iFDI 

iflows, ivaried iacross idifferent iestimation itechnique, ibut iremain inegative iand isignificant. iPer 

icapita iincome iinfluence ion iFDI iis iobserved ifor iboth iOLS iand iRE iestimation imethods. iReal 

iexchange irate iis ionly ieffective iin iexplaining itrade iflow, ibut ino ihas ia ipositive, ibut inot 

isignificant iin iexplaining iforeign idirect iinvestment. i 

The iestimate iof ibilateral itrade iresults ishow ithat iall icovariates iin ithe iequation iare istatistically 

isignificant iand ihave iexpected isigns. iThe iimpact iof isharing ia icommon iborder, ispeaking ithe 

isame iofficial ilanguage, iare ipositive iand isignificant iwhich iprevious iresults iof iMelitz i(2008) iand 

iMelitz iand iToubal i(2014) isupport. iThe iestimates ifor ioutput iare ias iexpected, ipositive iand 

isignificant ifor iboth icountry iof iorigin iand idestination icountry. iSimilarly, ithe iCovid-19 

icoefficients ifor iboth icountries iof iorigin iand idestination iare ias iexpected. iNegative iand 

istatistically isignificant. iOverall, ithe igravity iestimates iobtained iin ithis ipaper iare iwidely 

iaccepted iin iother iliteratures iand itherefore iestablish ithe irepresentativeness iof ithe isample. i  
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CHAPTER i5: iCONCLUSIONS iAND iRECOMMENDATIONS 

5.1.  iConclusion 

This ichapter ipresents ithe iconclusions iand ioffers isome irecommendations iin ilight iof ithe 

iestablished irelationship ibetween iCovid-19 ion iinternational itrade iand iFDI ias ithe itwo ieconomic 

iindicators iof iglobalisation. iThe imain ifinding iof ithis istudy iis ithat iCovid-19 ihas ia isignificant iand 

inegative iimpact ion ithe itwo ieconomic iindicators iof iglobalisation ii.e., iinternational itrade iand 

iFDI. i iMoreover, icontrol icovariate iincluded iin ithis ipaper ii.e., iCovid-19 ihas irelationships iwith 

ithe ieconomic ivariables iexchange irate, iunemployment iand iGDP. 

 iIn iaddition ito ithese, ithe iresults ishow ithat ithe ioutcomes iare istatistically isignificant. iThere iis ia 

ivery istrong inegative irelationship ibetween ithe idependent ivariable iinternational itrade iand ithe 

iindependent ivariable iCovid-19. iThere iis ialso ia isignificant inegative irelationship ibetween ilog iof 

iCovid-19 i(lncovid) iand iFDI. iConsequently, ithe istudy ifound ithat ithere iwere iexceptions ifor 

isome icountries ilike iSouth iAfrica, iof ia ipositive irelationship iwith iCovid-19 iand itrade ibecause iof 

ithe iunemployment ifund i(UIF) iand igovernment isubsidies iout iof ithe isample iof i120 icountries. 

The ifindings iin ichapter i4 ihave ipresented ia idiscussion iof ithe iresults iand ithe ioutcomes iof ithis 

istudy ifrom ia isample iof i120 ideveloping iand iemerging ieconomies. iBased ion ithe iresults iof ithe 

istudy, iFDI iand iInternational iTrade ihas irelationship iwith iCovid-19 icontrolling ireal iGDP 

ieffects, iunemployment, iand iexchange irate. i iWhere iwe iobserve ia ipositive iand isignificant 

irelationship ibetween iCovid-19 iand iinternational itrades. iIn iaddition, ithere iis ia ivery istrong 

ipositive irelationship ibetween ithe idependent iFDI iand ithe iindependent ivariable ilog iof iCovid-19, 

iwhich iis iconsistent iwith ifindings iof iYao iet ial i(2021), iand iYoung i(2022). iConsequently, ithe 

istudy ifound ithat ithe ipandemic ihas ia imore isignificant iimpact ion iinternational itrade icompared ito 

ithe iimpact iof iany iof ithe iindependent ivariables iunder istudy iincluding ireal iexchange irate. i 
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5.2.  iRecommendations 

The iCOVID-19 ipandemic ihas isignificantly iimpacted iglobal itrade iand iforeign idirect iinvestment 

i(FDI), iprompting ipolicymakers ito ireassess istrategies iand iregulations ito ifoster ieconomic 

irecovery iand iresilience. iHere iare isome ipolicy iimplications iand irecommendations ifor iFDI iand 

itrade ipost-pandemic: 

Promotion iof iDigital iTrade iand iE-commerce: 

 iEncourage idigitalization iand ie-commerce ito imitigate ithe idisruptions icaused iby ifuture icrises. 

iThis iincludes iinvesting iin idigital iinfrastructure, ireducing ibarriers ito ionline itrade, iand 

ienhancing icybersecurity imeasures ito ifacilitate isecure itransactions. 

Diversification iof iSupply iChains: i 

The ipandemic iexposed ivulnerabilities iin iglobal isupply ichains, ileading ito idisruptions iin icritical 

isectors isuch ias ihealthcare iand ielectronics. iPolicymakers imay iconsider iincentivizing 

icompanies ito idiversify itheir isupply ichains igeographically iand iencourage ithe ireshoring iof 

iessential iindustries ito ireduce idependence ion ia isingle icountry ior iregion. 

Investment iin iResilient iInfrastructure: i 

Enhance iinvestment iin iresilient iinfrastructure, iincluding itransportation, ilogistics, iand 

ihealthcare isystems, ito ibetter iwithstand ifuture ishocks. iThis icould iinvolve ipublic-private 

ipartnerships iand itargeted igovernment ispending ito iupgrade iinfrastructure inetworks iand 

iimprove isupply ichain iefficiency. 

Facilitation iof iFDI: 

 iStreamline iregulatory iprocesses iand ireduce ibureaucratic ihurdles ito iattract iforeign idirect 

iinvestment. iGovernments ican ioffer itax iincentives, iprovide iinvestment iguarantees, iand 

iestablish ispecial ieconomic izones ito iencourage iFDI iinflows. iAdditionally, ifostering ia 

ifavourable ibusiness ienvironment, iincluding ipolitical istability iand irule iof ilaw, ican ienhance 

iinvestor iconfidence. 
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Support ifor iSMEs: 

 iSmall iand imedium-sized ienterprises i(SMEs) ihave ibeen iparticularly ivulnerable ito ithe 

ieconomic iimpacts iof ithe ipandemic. iPolicymakers ishould iimplement imeasures ito isupport 

iSMEs, isuch ias iaccess ito ifinance, itechnical iassistance, iand icapacity-building iinitiatives. 

iSupporting iSMEs ican istimulate ieconomic igrowth, ijob icreation, iand iinnovation. 

Trade iFacilitation iand iTariff iReduction: 

 iStrengthen itrade ifacilitation imechanisms ito ireduce ibureaucratic ibarriers iand ienhance ithe 

iefficiency iof icross-border itrade. iFurthermore, iconsider ilowering itariffs iand itrade ibarriers ito 

ipromote iinternational itrade iand ieconomic iintegration. iRegional itrade iagreements iand 

imultilateral itrade inegotiations ican iplay ia icrucial irole iin ifacilitating itrade iliberalization. 

Focus ion iSustainable iDevelopment: i 

Promote isustainable idevelopment igoals i(SDGs) iin itrade iand iinvestment ipolicies ito iensure ithat 

ieconomic irecovery iis ienvironmentally isustainable iand isocially iinclusive. iThis imay iinvolve 

iincorporating ienvironmental iand isocial icriteria iinto iinvestment idecisions, ipromoting 

irenewable ienergy iand igreen itechnologies, iand isupporting iresponsible ibusiness ipractices. 

International iCooperation iand iCoordination: i 

Enhance iinternational icooperation iand icoordination ito iaddress iglobal ichallenges, iincluding 

ipandemics, iclimate ichange, iand ieconomic iinequality. iCollaboration iamong igovernments, 

iinternational iorganizations, iand ithe iprivate isector iis iessential ito idevelop icoherent ipolicy 

iresponses iand ibuild iresilience iagainst ifuture icrises. 

Overall, ithe ipost-pandemic irecovery ipresents ian iopportunity ifor ipolicymakers ito irethink 

itraditional iapproaches ito iFDI iand itrade, iwith ia ifocus ion iresilience, isustainability, iand 

iinclusivity. iBy iimplementing istrategic ipolicies iand ifostering iinternational icooperation, 

icountries ican inavigate ithe ichallenges iposed iby ithe iCOVID-19 ipandemic iand ibuild ia imore 

iresilient iand iprosperous iglobal ieconomy.  
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