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THE ECONOMIC IMPACT OF COVID-19: FORECASTING FOR
UKRAINIAN REGIONS!?

Tetyana Vasilyeva, Doctor of Economic Sciences,
Serhiy Lieonov, Doctor of Economic Sciences,
Nataliia Letunovska, Ph.D.

Sumy State University, Ukraine

The world scientific community has developed many economic and
mathematical models for predicting and analysing the multidirectional impact of
COVID-19 on various aspects of society. Modelling the economic consequences of
a new dangerous virus for different countries has a vital role today. There is a lack
of such research in Ukraine. Foreign papers, particularly from the highly-rated
databases Scopus and Web of Science, show an increase in research on this topic
and their citations. It is appropriate to mention specific quotes from the report of the
consulting company One Philosophy Insights, which states that quarantine has
affected the economy of Ukraine in different ways. The most affected were airlines,
tourism, entertainment services, exhibition business. Real estate and retail trade
were the least vulnerable. Furthermore, such sectors as technology, pharmaceuticals,
logistics, superfood production have even benefited from the spread of the pandemic
in Ukrainian regions [1].

The relationship between the degree of physical distancing during a
pandemic and lost income in society is generally considered to be linear [2; 3].
However, the amount of lost income may likely be lower or higher than the level of
physical distancing. One of the gaps in the literature is the regional analysis of the
economic impact of pandemic shocks. The authors observe different effects of
epidemics on the development of regions, which depend on how this region has been
affected, its economic structure, the degree of development of the labor market, and
economic ties between different activity sectors. According to the four indicators for
assessing the situation with COVID-19, Ukraine is one of the regions in Europe with
the most challenging situation. As of October 15, 2020, Kharkiv, Sumy,
Khmelnytsky, Ternopil, Poltava, Rivne, and Zhytomyr oblasts recorded the largest
outbreak of COVID-19 [4]. The spatial component is of great importance in
resolving the long debate on the gradual recovery of various economic sectors. In
particular, determining the extent of the impact of COVID-19 on individual regions,
effective forecasting of further actions allows to more reliably justify management

L Implemented as part of research “Economic and mathematical modelling and forecasting
of the COVID-19 influence on Ukraine development in national and regional contexts:
public health factors and socio-economic and ecological determinants” (Application ID:
2020.01/0181), funded by the National Research Fund of Ukraine, 2020-2021
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decisions in the field of preventive measures. Naturally, the reactivation of the
national economy with mitigation, if possible, should be carried out, taking into
account the development of individual regions.

The use of forecasts, especially economic and mathematical ones, has a
positive effect on the prudence and future effectiveness of the government's
management actions to prevent the further spread of Coronavirus. As of October
2020, about 10% of people in the world are infected. According to the modeling
results, the spread of SARS-CoV-2 in mid-November 2020 will increase up to
10,000 new cases of COVID-19 in Ukraine [5]. In April 2020, the index of national
business activity expectations fell for the first time to a record low of 29.9 points
(for comparison in the pre-pandemic era of COVID-19 in March, this figure was
45.8 points) [6]. The reason for this was the strict anti-epidemic measures.
Moreover, the services sector was the most pessimistic (24.6% of Ukraine's GDP).
A significant number of companies at that time planned to lay off employees or go
on vacation at their own expense. All companies have downgraded their forecasts
for future sales and production in the short and medium-term. Naturally, the easing
of quarantine in May 2020 somewhat improved business expectations in Ukraine. In
October, the negative dynamics of this indicator one can observe again —a drop from
49.4 points to 47.8 [7]. The value below 50 points indicates the pessimistic mood of
business representatives in Ukraine. One-fifth of Ukrainian families have cut
spending on food. About 40% of families have stopped spending money on luxuries.
According to Google Mobility Trends, the frequency of business trips remains lower
than in early 2020. However, since August, people in almost all regions have become
more likely to visit shopping and leisure facilities. Shopping in grocery stores and
pharmacies almost reached the level of February 2020.

According to preliminary EBRD forecasts, the Ukrainian economy was to
recover in the fourth quarter of 2020. Today the forecasts are more pessimistic —
recovery not earlier than the second quarter of 2021. In general, next year, the
Ukrainian economy will grow by only 3% [8]. The recovery of the regions of
Ukraine depends on their averages and capabilities. Any prognosis may be too
optimistic, as the situation with the spread of Coronavirus is too unpredictable and
rapidly changing.

According to [9], there is an urgent need in Ukraine to continue a robust
reform agenda, continue cooperation with the International Monetary Fund to ensure
macroeconomic stability, and create economic incentives to maintain employment
and stimulate the inflow of investment in regional development.
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