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Babichev A. V., Miroshnychenko T. M., Pysarevskyi M. I. The Impact of COVID-19 on the Digital Transformation
of the World Economy

The article considers the influence of the digital economy on the development of the contemporary labor market, as this problem is currently most important
and relevant. This study analyzes the positive and negative effects of the COVID-19 pandemic on the current labor market, as well as the changes it has led to.
Today, the global trend of the digital world economy is entering an active phase of its development. “Industry 4.0" and new advancements in leading digital
technologies at the state and corporate level have started to develop massively, both in business strategies and in government programs, especially in the
leading countries of the world. The COVID-19 pandemic has had a great impact on the process of digital transformation of the society. It has really become
a catalyst for the digitalization of the economy. Such trends as increasing sales through digital channels, growing Internet usage, the use of digital technologies
to track the spread of infectious diseases and provide medical care, transfer of employees to remote work, and increasing demand for online education are now
clearly visible. An important role in overcoming the crisis is played by public private partnerships and investments in digital technologies adaptation. To acceler-
ate digital transformation of the national economy and make it more competitive, we can identify a number of promising directions and measures to be taken.
Firstly, it is necessary to increase the amount of funding required to introduce new digital technologies in the real sector of the economy. Secondly, companies
should transfer to digital business models. Moreover, the legal foundations for the digital economy and regulatory practice require improvement. Finally, it is
necessary to develop special programs aimed to improve digital financial literacy. The pandemic has shown the importance and relevance of digital technolo-
gies regarding the organization of work practices in various fields, including leisure, preventing the spread of the virus, and conducting business. Rebuilding the
global economy after COVID-19 will require significant costs.

Keywords: COVID-19, digitalization, digital technologies, transformation, world economy.
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babiyes A. B., MipowHuveHko T. M., Mucapescekuii M. I. Bnaue COVID-19 Ha yughposy mpaHcgopmayito ceimoeoi ekoHomiKu
Y cmammi po3enaHymo ensus yughposoi eKOHOMIKU Ha PO3BUMOK Cy4aCHO20 PUHKY MPAUI, OCKIALKU UA Mpobaema Hapasi € Halbinbw eax1uso0 ma akmy-
an16HOK0. Y 00C/1IOHEHHI MPOAHANI308aHO MO3UMUBHI Ma HezamugHi Hacioku naHdemii COVID-19 Ha cyqacHuli puHOK npayi, a makox 3miHu, 00 AKUX 8OHA
npu3eena. Cb02o0Hi enobaneHuli mpeHO yupposi3auii caimosoi eKOHOMIKU 8CMYNAE 8 GKMUBHY a3y c8020 po3suMKY. «IHAycmpis 4.0» ma Hosi 0ocAzHeHHs
1posiOHUX Yughposux mexHonozili Ha OepHABHOMY Ma KOPMOPAMUBHOMY PIBHAX MOYA/U MACOBO PO3BUBAMUCA AK Y Bi3HeC-cmpameziax, mak i @ OepHagHUX
npoapamax, 0cobnugo 8 MPosidHuUX Kpaiax ceimy. Beaukuli enaue Ha npoyec yugposoi mpaxcgopmayii cycninecmea mana naHdemis COVID-19. Bowa dilicHo
cmana Kamanizamopom Yuposizayii ekoHoMIKu. 3apa3 4imKo npocmexcylomsca maki meHOeHyji, AK 36inbWweHHs MpooaXie Yepe3 Yupposi KAHANU, 3poc-
MAHHA KOPUCMYBAHHA [HMepHEMOoM, BUKOPUCMAHHA YUpPosux mexHonoeill 0na sidcmexeHHA MowupeHHs iHgeKyiliHuX 3aX80pro8aHb Ma HAOGHHA MeouY-
Hoi donomoau, nepesedeHHs npayisHUKie Ha siddaneHy pobomy, 3p0CMaHHA nonumy Ha oHAaliH-oceimy. Baxciugy ponb y nodonaHHi kpu3u eidiepae depas-
HO-MpUBaMHe NapmHepcM8o ma iHeecmuyii 8 adanmayito yugposux mexHonoeil. s npuckopeHHa yupposoi mpaHchopmayii HayioHanLHOi eKoHOMIKU ma
nidsuwWeHH if KOHKYPEHMOCTPOMOXCHOCMI MOXCHA BUOKDEMUMU HU3KY NepcrnekmugHUX Hanpamie ma 3axodis, AKUX HeobXiOHo excumu. Mo-nepuwie, Heobxio-
HO 36inbwumu 0bcse (iHaHcysaHHs, HeobXiOHUl 0117 8MPOBAOHEHHA HOBUX LUPOBUX MexHOA02ill Y peanbHOMy cekmopi eKoHOMIKU. [o-0py2e, KoMMaHIi no-
BUHHI Mepexodumu Ha yugposi biHec-modeni. Kpim mozo, nompebytomb 800CKOHAEHHS MPABOSI 30Cadu LUGPOBOI eKOHOMIKU Ma pe2ynamopHa MPAKMUKA.
Hapewmi, HeobxidHO po3pobumu creyiansbHi Mpozpamu, CAPAMOBaHI Ha Mid8uLeHHA Yudposoi iHaHcosoi 2pamomHocmi. [laHOemin NoKa3ana eaxciusicme
ma akmyanbHicmb Yugposux mexHonoeaili wodo opeaHizayii pobo4ux MPAKMUK y Pi3HUX chepax, 8KAKYHO 3 0038iAAM, 3ar06i2aHHAM MOWUPEHHIO Bipycy
ma eedeHHAM bi3Hecy. BioHoeneHHs caimoeoi exoHomiku micas COVID-19 nompebysamume 3Ha4HUX sumpam.
Kntouosi cnoea: COVID-19, dudxcumanizayis, 4ughposi mexHonozii, mpaHcopmayis, ceimosa eKoHOMIKa.
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oday, digital technologies are one of the main en-

gines of economic growth stimulating the techno-

logical development of the world economy. The
introduction of digital technologies makes various sec-
tors of the world economy more competitive. It creates
new opportunities for business, promotes the emergence
of new markets and niches, and accelerates the process of
bringing new digital goods to the world market. The digi-
tal transformation of the world economy alters its archi-
tecture, as a result of which we can observe new contours
of the digital economy emerging. The digital economy
promotes the development of new business models and
allows combining efforts to create innovations, invest,
and find employees, partners, resources and sales mar-
kets. Digital technologies can play a key role in training
employees, sharing knowledge, and implementing inno-
vative ideas in various areas, including the social sphere.

The theoretical foundations for studying the special
features of the digital transformation of the world econo-
my consist in the research and publications by the follow-
ing notable economists: K. Schwab, and T. Malleret [1],
Y. Schumpeter [2], H. Shevtsova, N. Shvets, M. Kram-
chaninova, and H. Pchelynska [3].

O. Hudz [4], O. Horniak, D. Stembler, and
S. Cherkez [5], A. Oleshko, and O. Rovniahin [6] have
also contributed to studying the impact of the COVID-19
pandemic on accelerating digitalization of the world
economy.

The purpose of the study is to analyze the main
aspects of the digital transformation of the world econ-
omy resulting from the COVID-19 pandemic. The ar-
ticle considers both positive and negative effects of the
COVID-19 pandemic on the current labor market and
the changes it has led to.

Since the outbreak of the pandemic in China,
COVID-19 has spread to more than 200 countries around
the world. According to available expert estimates, the vi-
rus has reduced global economic growth from 3.0% to
6.0% in 2021, with a partial recovery in 2022.

The economic consequences of the pandemic in-
tensify the risks of a global economic recession. The
COVID-19 pandemic has caused significant damage to
the world economy. Primarily, we can see that the growth
rate of world GDP has slowed down, production has suf-
fered a sharp decline, the unemployment rate has in-
creased, and finally, the household income and, accord-
ingly, demand have decreased. Such industries as inter-

134

national tourism, hotel and restaurant business, logistics,
and energy are the worst affected. These and other indus-
tries less affected by the pandemic will take a long time
to recover, which will certainly have a negative impact on
economic growth. According to the UN, the decline in
world trade due to the consequences of the coronavirus
pandemic in 2021 was about 20% [7].

In our opinion, the full scale of the impact of the
pandemic on the socio-economic life of society will be
seen only after its peak has passed. According to the IMF,
governmental fiscal and monetary measures taken in the
form of additional spending to support economic activ-
ity totaled $5.4 trillion, and loans, equity infusions, and
guarantees totaled approximately an additional $5.4 tril-
lion. Thus, the total financial support has amounted to
almost 11 trillion dollars.

In the context of the COVID-19 pandemic, the na-
tional mega-regulator and WHO support remote payment
methods, including the use of cyber money. Currently,
conscious attempts are being made to integrate digital
assets into the payment system in order to maximize the
benefits of scientific and technological advancements.

According to some estimates, such states as Argen-
tina, Venezuela, Lebanon, Jordan, Iran, Zambia, Zimba-
bwe and South Africa are the most financially vulnerable.

dditional pressure on the fiscal and trade balance,

and the ability of countries to finance and service

their debts cause a decrease in cross-border cash
flows. According to the World Bank, remittance flows
are expected to decline by an estimated $100 billion in
2021, roughly 20% below 2019 levels. In addition, the
pandemic has caused serious damage to the labor mar-
ket. According to the International Labor Organization
(ILO), the global reduction in working hours in the first
quarter of 2020, compared to the fourth quarter of 2019,
was equivalent to the loss of 130 million full-time jobs.
The pandemic has particularly affected low-skilled work-
ers who cannot work distantly from home. The ILO esti-
mates that the crisis has significantly affected nearly 80%
of the approximately 2 billion workers employed in the
informal sector of economy worldwide.

In countries with high rates of informal employ-
ment, quarantine measures have led to unemployment
and sudden loss of income for many of these workers
(mostly migrants who work far from home and lack sup-
port). Lockdowns in schools and other educational in-
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stitutions in approximately 150 countries, according to
UNESCO, affected about 1.2 billion schoolchildren (al-
most 70% of their total number in the world) [8]. Entire
industries suffered serious losses due to the introduction
of the quarantine measures.

Some experts argue that the freight transportation
market fell to 7.7% year-on-year. In particular, between
January and April 2020, the freight rates on the Trans-
Pacific route decreased by 31%.

Such industries as international tourism and the
hotel business have been no less dramatically affected.
Experts in the global tourism industry estimate that the
gross operating profit per available room (GOPPAR) may
decrease year-on-year by 122.8% in the USA, 131.9% in
Europe, 124.1% in the Asia-Pacific region, and 115.3% in
the Middle East [9].

Losses of the restaurant business in the first quarter
of 2020 amounted to 120 billion dollars, and by the end
of the year they are expected to reach the level of 240 bil-
lion dollars.

The energy market was also affected by the pan-
demic. Within several months, quarantine measures
have significantly reduced demand for electricity in the
commercial and industrial sectors. The International En-
ergy Agency (IEA) reports that global electricity demand
fell by 2.5% in the first quarter of 2020. In March and
April 2020, IFC saw demand decline by an average of 15%
in many of the countries where it does business. Slower
demand growth caused by the drop in economic activity
due to COVID-19 is likely to restrain oil prices [9].

tive effect on the key sectors of the economy. By some
estimates, foreign investors have withdrawn about
$26 billion from developing Asian countries, which does
not include more than $16 billion withdrawn from In-
dia, thus raising fears of a serious economic downturn
in Asia. According to international experts, 29 million
people in Latin America could find themselves below the
poverty threshold, reversing a decade of efforts by na-
tional governments to reduce income inequality.
However, economic recovery can be made pos-
sible by technological industries and fostering digitali-
sation of traditional economic sectors. Certain trends
and perspectives can already be seen. Many markets are
seeing greater use of digital infrastructure compared to
pre-crisis levels. The rate of this growth varies consid-
erably in different countries, and most of the available
evidence currently applies to high- and middle-income
countries. Thus, MTN reports a 15 to 20% increase in
traffic in Ghana. This increase in consumption mainly
reflects the increased use of video conferencing, cloud
data uploading and video games. In the US, TMobile re-
ported a 77% increase in multimedia messaging (MMS)
and a 45% increase in video game traffic. Google Meet's
daily use growth has exceeded 60%. Zoom, a video con-
ferencing app, had the maximum number of daily meet-

In many countries, the lack of investment has a nega-
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ing participants increased from 10 million at the end of
December 2019 to 200 million by the end of March 2020.
Such a jump in consumption often leads to a decrease
in the quality of Internet access. The Ookla company,
which measures internet performance, has reported a
significant but temporary drop in download speeds and
increased network latency in China, particularly in Hu-
bei province (the epicenter of the coronavirus outbreak),
during the lockdown. In Europe, Netflix was forced to
downgrade video quality from high definition to standard
definition to cope with the traffic load. Paradoxically, the
COVID-19 pandemic has become a real accelerator of
the digital transformation of the economy. China was
the first country to experience the coronavirus outbreak.
Until now, China has been a world leader in some areas
of the digital economy, such as e-commerce. Today, the
use of digital technologies has increased dramatically not
only in B2C applications and channels, but is also gaining
pace in the traditional economic sectors with a lower lev-
el of digitalization, where physical interaction is required
and the B2B model works.

As McKinsey experts note, China has developed
a package of political measures to stimulate the next
wave of digitalization, which involves a wider integration
of ICT in the production process [196]. Unlike China,
which already has a well-developed infrastructure that
facilitates the digital transformation of the economy, the
situation in other countries is much worse. The economy
of low-income countries has proven to be more prone to
economic shock due to the pandemic [10].

partially allows solving complex technical prob-

lems. One example is the provisioning of commu-
nication services in remote and rural areas using various
technologies, such as 4G (New Zealand), launching high-
altitude balloons (Kenya), laying fiber optic cables (Italy),
and troubleshooting television (South Africa) and satel-
lite television (Australia). Represented by the govern-
ments, states encourage industry response through regu-
latory mechanisms and guidelines. But most importantly,
many governments have implemented adaptive policies.
Thus, the US, South Africa, and Ghana use network shar-
ing in emergencies. The municipality of Campinas in
Brazil and the Philippines eliminate or reduce network
deployment and network usage fees. Germany allows
free network usage, provides net neutrality exemptions
to prioritize certain traffic, and publishes information for
network distribution. Oman allows VoIP. To facilitate ac-
cess, governments have also allocated funds in the form
of subsidies for mobile users (Thailand), the purchase of
SIM cards and tablets (Egypt and Saudi Arabia), and fi-
nancial aid to retail ISPs to support their customers, re-
duce retail prices, and increase access to national broad-
band (main) network (Australia). In other countries, the
following measures serve as support: refusal to suspend
service due to a customer’s inability to pay (Peru), utility
payment deferral, and others.

E ;tate-business cooperation in developing countries
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According to the World Bank, in most countries
there has been an increase in the provision of digital
health services, including telemedicine, self-diagnosis
software and information dissemination (free access
to certain sites, mass SMS mailings, and videos to in-
crease public awareness). Similar solutions have been
implemented in at least 30 countries, while some of these
countries used public-private partnerships to finance
these activities.

Artificial intelligence can help fight the coronavirus
with applications that include population screening, pa-
tient notification letters that give patients adequate time
to seek medical care, and tracking the spread of the infec-
tious diseases. The outbreak of COVID-19 has spurred
intensive work on such programs, but it will take a long
time before any tangible results have been achieved. Pop-
ulation screening that can identify potential COVID-19
cases is critical to containing the pandemic.

China, which was the first to face the infection, has
introduced the use of traditional infrared scanners and
portable thermometers in some public spaces, especially
in Beijing. Chinese Al champion firms have already imple-
mented more advanced Al-powered temperature control
systems in some locations, including train and subway
stations. The advantage of these systems is that they can
screen people from a distance and test hundreds of people
for fever within minutes. China is also developing other
new Al-based smartphone apps to monitor a person's
health and track the geographic spread of the virus. Such
programs aim to predict which population groups and
communities are most vulnerable to the negative effects
of the coronavirus outbreak and enable patients to receive
real-time information from their healthcare providers.
They can also give people advice and updates about their
health eliminating the need to visit hospitals in person as
well as send out real-time notifications of emerging dis-
ease hotspots so that they could avoid those areas.

pproximately 18 countries (for example, Israel

and Ghana) have launched public-private part-

nership projects between the state and mobile
operators and digital platforms aiming to develop sys-
tems and applications that allow important information
dissemination, at the same time ensuring full personal
data protection. Remote medical consultation in the US
is becoming increasingly popular. Moreover, circulat-
ing data is often processed using blockchain technology.
Combined with artificial intelligence, blockchain tech-
nology allows doctors to effectively analyze data needed
to develop a vaccine against COVID-19 [10].

Another popular digital tool is mobile money,
which help to accelerate cashless transfers and public
transfer payments. In this regard, over a dozen develop-
ing countries have announced a temporary suspension
of any commission fees for payment transactions con-
ducted by private individuals, or a significant reduction
in their amount.

136

Due to the economic crisis caused by the pandem-
ic, the growth of investments in digital technologies has
slowed down. IDC analysts report that the lowest growth
in DX spending in 2020 is seen in the entertainment in-
dustries most affected by the pandemic, such as theme
parks, casinos and movie theaters. Growth in this area
this year is expected to be only 5.3% compared to 18.4% a
year ago. The highest DX spending growth rates in 2020
were in construction (16.3%) and healthcare (15.7%), but
both will be lower than last year, as shown in Fig. 1.

he labor market is changing. After the outbreak

of the pandemic, many organizations switched

to remote work models almost instantly, as evi-
denced by McKinsey data. Funds allocated for remote
work allow companies to quickly organize meetings with
20 to 200 attendees and respond to customer inquiries,
providing everything from product information to sales
and after-sales support digitally. In fact, remote working
methods have at least partially contributed to a faster
performance of duties. Perhaps the introduction of re-
mote work is quite a significant step to revise the existing
business models. Fig. 2 shows the growth in the number
of employees working remotely in the USA.

This trend is likely to continue after the pandemic.
According to the Nemertes survey findings, 35.4% re-
spondents gave a positive answer to the "will your em-
ployees work from home after COVID-19?" question,
and 35.2% answered "maybe". As mentioned above, the
demand for online services increased during the quaran-
tine period. Most likely, consumer behavior will change
a lot, and the growth in the use of digital services will
continue.

It seems possible to conduct a SWOT analysis of
the impact of COVID-19 on the digital transformation
of the world economy in order to determine the extent of
this impact and the potential development of digitaliza-
tion after COVID-19.

Thl. 1 shows a SWOT-analysis of the impact of
COVID19 on the digital transformation of the world
economy. Due to the specificity of the analyzed object,
the traditional "Internal environment" and "External en-
vironment" parts of the SWOT-analysis table were re-
placed with "Current environment" and "Potential envi-
ronment".

It can be concluded that despite the significant
damage to the world economy, COVID-19 has become a
catalyst for the digital transformation of the world econ-
omy in the coming years. Creating economic recovery
after the COVID-19 pandemic will require enormous
costs.

Establishing digital production involves not only
the automation of processes, but also changing the tra-
ditional business model. That means a mass transition
of business to the online working mode, formation of
new added-value chains, and creating marketplaces to
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displace traditional intermediaries. When companies
operating in the real sector of the economy implement
Industry 4.0 technologies, they become more competi-
tive by reducing their own costs, increasing production
efficiency and creating new products. Primarily, this ap-
plies to high-tech industries. Traditional industries are
still digitized to a much lesser extent.
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CONCLUSIONS

Taking into account the above, today digital trans-
formation is the most important characteristic of the
global financial industry. It serves as a factor contributing
to intensifying competition between fintech companies
and traditional financial institutions, which in the pro-
cess of innovative changes most often resort to startup
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Table 1

SWOT-analysis of the impact of COVID-19 on the digital transformation of the world economy

Positive effects

Negative effects

Strengths:

—increased use of the Internet, in particular mobile;
- awide use of online services (for watching
movies and series, video conferencing, and video
games;

- growth of e-commerce and online sales;

Weaknesses:

—downturn in world GDP growth;

- decreasing inflation due to reducing
aggregate demand;

- decline in world trade;

- falling household incomes;

- increasing unemployment;

Current environment - increasing demand for digital medical services; - growing public debt and negative bud-
- transition to a remote working mode in many get balance;
organizations; - some industries suffering losses and
- transition to distance education in schools and decreasing profits (tourism, hotel and res-
universities; taurant business, freight transportation,
- the use of digital economy technologies to pre- energy);
vent the spread of the virus —drop in direct investment;
- decline in cross-border remittances
Opportunities:
- changing consumer preferences, making most of | Threats:
the purchases through digital channels; - increasing informal employment;
- benefits for IT companies (subsidies, tax breaks, - decrease in educational levels due to
cheap loans); the disruption of the educational process;
- regulatory relaxations for companies in the ICT - low-level digital infrastructure in deve-
Potential environment sector; loping and underdeveloped countries;

- reforming legislation in the field of e-commerce;
- introducing free Internet access;
- reducing office space leasing costs due to trans-

- low level of broadband internet cover-
age in developing and underdeveloped
countries;

ferring to remote work;

- establishment of public-private partnership to
implement digital transformation projects

- decrease in aggregate consumer de-
mand

Source: compiled by the authors based on the materials [12; 13].

takeovers and less often rely on the independent develop-
ment of new technologies.

he digitalization process, with all its advantages,

is fraught with risks for global financial stabil-

ity. The adoption of new technologies lowers the
barriers to entry in the financial industry for small tech-
nology companies, also known as fintech startups. How-
ever, the use of third-party fintech companies’ services
leads to increased operational risks.

Digitization has a significant impact on the modern
labor market. On the one hand, automation process leads
to the reduction of jobs. On the other hand, innovations
introduced by companies create a demand for a work-
force with digital competences, resulting in the forma-
tion of new industries and business models.

It should be noted that the recovery of economic
growth could be enabled by technological industries and
digitalization of the traditional sector of the economy.
The pandemic has shown the importance of digital tech-
nologies that are in high demand in various areas of the
economy and business.
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