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Abstract: The COVID-19 pandemic that originated in China has now affected almost every nation. With the absence of any 

targeted cure, nations have introduced measures to attenuate its spread. These measures (especially reducing the interaction 

between people) have significantly limited the activities of numerous sectors, especially the service sector. Thus, this pandemic will 

substantially impact economic growth in developed and developing countries. However, it is the pandemic’s complete duration, 

coupled with the time when we return to normal economic life, that will determine its absolute effect on the economy. In this study, 

the effects of the COVID-19 pandemic on both global economic growth are evaluated.. 
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1. INTRODUCTION  

The COVID-19 pandemic that originated in Wuhan, China, 

has now affected 213 countries, infecting over 9 million 

people and, causing at least 497,067deaths. Pandemics cause 

significant social, political, and economic challenges by 

engendering sudden and widespread disease and death. 

Although pandemics have occurred since ancient times, 

COVID-19 is the most severe since the 1918 Spanish flu 

pandemic because of the threat and the global effects it 

engendered COVID-19 pandemic differs from the previous 

pandemics by its distinctive features (Fernandes, 2020):  

• It is global.  

• It is not exclusive to low-income and middle-income 

countries.  

• It emerged when global interest rates were very low.  

• It emerged when the World was intensively integrated 

economically.  

• It has engendered spill-over effects on global supply 

chains.  

• It has caused destructive effects on market supply and 

demand. 

 The recent global outbreak of COVID-19 pandemic caught 

humanity unprepared. Even as science and technology have 

developed beyond anyone’s imagination, the pandemic not 

only unexpectedly affected the social and economic lives of 

societies but also disrupted individuals’ mental health and 

well-being. Billions around the world suddenly became 

prisoners in their own homes, and nearly all economic 

activities in many countries halted. Repeated supply and 

demand shocks also caused contractions from production to 

consumption including across the entire supply chain.  

 

2. MAIN BODY 

This pandemic dramatically affect economic growth rates in 

both developed and developing countries because 

governments across the world have introduced strict 

measures to prevent the spread of the disease. These 

measures to reduce social interactions between people have 

already led to significant reductions in the activities of many 

sectors. Because the severity and duration of the disease will 

dictate when to return to normal economic life, which will 

ultimately determine the real effects of this pandemic on the 

economy. Governments should provide support and 

incentives to the industries that are most in need to help 

them to recover as soon as possible. COVID-19 has caused 

direct effects on the labor market such as death and 

incapacity and has led to indirect consequences such as 

quarantine measures, travel restrictions, and social 

distancing. These effects are both numeric and seasonal, and 

they have profound economic impacts on the labor market. 

Although sufficient data set is yet to be obtained for fully 

assessing the labor market effects of COVID-19, it is 

possible to make some predictions. 

      The rapid spread of COVID-19 virus in the world has 

impacted a great deal upon social and economic life as well, 

causing elements of uncertainties that threaten the human 

health. For this reason, some economists argue that global 

economy is moving fast towards a state of crisis. It is now 

necessary to assess the efficiency of the fiscal policies to 

address a potential crisis in the presence of pessimistic 

scenarios because the structural differences between 

developing and developed economies affect the efficiency of 

the fiscal instruments. To better identify the more effective 

fiscal policy for the economy, a fiscal multiplier calculation 

was performed, followed by the trend of change in the 

multiplier since 1960, concluding that government spending 

is more effective policy in addressing the approaching crisis. 

Based on the findings, ideal fiscal policies were 

recommended.  

The social distancing, travel restrictions, curfews and other 

similar radical measures, now implemented in many 

countries after the declaration of pandemic by World Health 

Organization on 11 March 2020, have caused serious 

disruption to the operation of global economy. The negative 

impacts of the measures upon macroeconomic variables 

including labor, investments and total demand have had 
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dramatic impacts in a number of fields and areas, ranging 

from service sector to manufacturing. Reports by 

international agencies and institutions draw attention to 

similar problems. Almost all countries are moving fast 

towards a state of economic crisis. 

The negative economic impacts of the pandemic vary in 

accordance with the medical measures taken to hold the 

spread under control. The cancellation of commercial 

activities and fairs, shutting down of restaurants and hotels 

as well as many small businesses, cancellation of schooling 

activities for an indefinite period in a number of countries,1 

termination of production and manufacturing activities, 

cancellation of public gatherings, conventions and sports 

events and the negative outlook of the main indicators in 

financial markets lead to the ineffectiveness of the measures.  

The health measures taken as part of the Covid-19 pandemic 

have taken to the global and local economies to the brink of 

collapse. Some economists hold that the world is moving 

towards one of the greatest economic crises in the history of 

mankind. Apart from this, all agree that in case of the 

scenarios discussed in different platforms, the global 

economy will inevitably face a huge social and economic 

devastation. The main factor that distinguishes this potential 

crisis from others is the possibility of experiencing negative 

impacts of the measures upon social and economic life. At a 

time when there is uncertainty as to when normal life will be 

reinstated, it will be optimistic to expect success from 

economic and political formulations. Despite all the 

problems, the experiences compiled from previous crises 

will help decision makers develop innovative policies that 

will deal with the impacts of the crisis.  

To this end, the main principles that countries should pay 

attention to in their fiscal policies can be cited as follows. To 

begin with, it should be noted that the efficiency of fiscal 

policies depends on its integration with the monetary 

policies. Disintegrated and unrelated economic policies and 

decisions lead to many problems. Policies that do not show a 

sign of integration will not generate success unless the 

inconsistencies have been removed. For this reason, it is 

essential that the relevant institutions will act in coordination 

in the process of drafting and implementing the economic 

and political decisions. Another thing that previous crises 

showed is the efficiency of the monetary policies. In the 

times of recession and crisis, the developed economies with 

low interest rates are unable to implement the monetary 

policy instruments as a full-fledged solution. The interest 

rates approximating the zero margin without being 

reconciled with the market realities lead to dysfunction of 

the monetary policies in practice. This inevitably makes it 

harder to benefit fully from the financial policies. For the 

success of the expansive financial policies, the interest rates 

should be delicately determined in times of crisis and 

recession.  

On the other hand, the common conviction within the 

literature is that the fiscal policies are more effective. The 

efficiency of the policies that can be classified into two main 

categories, government spending and tax incentives, exhibit 

different aspects in developed economies. In developing 

economies, the government spending is more influential in 

alleviating the impacts of the crisis whereas in developed 

economies, tax reductions work better. For this reason, it is 

better to focus on government spending with careful 

consideration of the priorities. Both the households and the 

real sector should be supported so that they overcome the 

crisis. A review of the course of the fiscal multiplier since 

1960s shows that placing emphasis upon government 

spending will work better for economy. Channeling the 

resources to government spending rather than tax reductions 

contribute to the recovery process and also to the growth rate 

in the long term. However, under the current circumstances, 

the best option is to combine both methods. The government 

spending should be given weight; but the tax burden of the 

manufacturers and producers should be alleviated by 

postponing the tax payments. A number of enterprises are 

unable to manufacture good and services because of external 

factors that deeply impact upon social life. For this reason, 

the producers should be extended support on tax-related 

issues. 

  The exponential growth of COVID-19 cases has created a 

shared understanding that humanity is witnessing the eve of 

an age of transformation. Due to such remarkable and 

comprehensive changes, working life, which was in a state 

of transformation before the pandemic started due to 

temporary employment relations and precarity, will most 

likely change also. For this reason, it is now necessary to 

consider the future of work arising from the effects of the 

pandemic starting with two possible scenarios:  

1) The pandemic, as a catalyst, may accelerate the 

current transformation of working life;  

 2) The pandemic may have positive or negative 

significant effects for the future of work.  

  Of course, the extent of the transformation that will result 

from the pandemic, as well as the actions taken by each 

specific State, will be the main features that will determine 

the results of the pandemic on the pandemic on working life.  

 

3. Conclusion 

  It is unclear when the COVID-19 pandemic, which has 

been spreading throughout the globe since the beginning of 

2020, will be brought under control as of the time of writing. 

Although other epidemic threats such as SARS and Ebola 

have occurred in recent years, these diseases and their effects 

largely remained local and outside the Western world. 

COVID-19, however, has become a global threat and has 

begun to affect the West immensely. The global character of 

the pandemic has caused many problems in many fields, 

especially in terms of economic and social consequences. 

There is thus an expectation that the pandemic will bring 

significant transformation, specifically so to working life, 

the main topic of this chapter. 
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