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ABSTRACT ARTICLE HISTORY
This study goal to scrutinize the influences of the COVID-19 pan- Received 18 January 2021
demic on unemployment in five selected European economies. To Accepted 30 March 2021
this end, the study uses a Fourier causality test for the period of
December-2019 to December-2020. In Z-test results, Germany,
Spain, and the UK have a significant positive change in
unemployment due to COVID-19. The finding shows that COVID-
19 cases cause unemployment for Germany, ltaly, and the UK.
Moreover, in terms of deaths, COVID-19 also causes unemploy- JEL CODES
ment in Italy and UK. Overall, the study’s outcomes highlight that 16; 11 E24
the pandemic increases the unemployment rate robustly in the

mostly European economies. That is one of the rare negative

effects of the virus on the European labor market. Novel COVID-

19 findings provide a reliable guide to the future policy implica-

tion for the labor market. An active labor market policy will be

needed to be in front of the world urgently.
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1. Introduction

In the last decade, marvelous progress has been made in epidemiology; still, different
infectious diseases represent significant challenges to modern societies (Jorda et al.,
2020). Empirical evidence relates pandemics with loss of human lives, sufferings, and
serious economic challenges and implications for developing and the developed world
(McKibbin & Fernando, 2020; Umar et al., 2020). The recent pandemic COVID-19
originated in December 2019 from Hubei province, Wuhan city in China, has now
spread throughout the world. Currently, the top three epicenters of the pandemic are
the Americas, Europe, and Southeast Asia'. Surprisingly the cases from the developed
countries of the world, which were previously considered resilient and had strong
healthcare systems, have proved to be more vulnerable to the recent pandemic and
its associated economic effects. Therefore, COVID-19 has become a grave concern for
the world population and economies. The adverse impacts of pandemics, epidemics,
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economic crisis, a natural disaster on different macroeconomic variables is not a new
phenomenon, and numerous literature supports it, for example, Fasanya et al. (2020);
McKibbin and Fernando (2020); and Shaikh (2020).

On the economic front, the epidemics’ impacts go beyond morbidity and mortality,
and it could be seen as far-reaching to the world economies. Evidence proves that the
pandemic’s effect has transmitted to different pervasive sectors such as travel, tour-
ism, supply chains, stock market instability, and oil price fluctuations (Fairlie, 2020).
For instance, currently, the world is experiencing a major disruption in imports and
exports patterns due to this outbreak. Similarly, due to travel-related restrictions,
economies worldwide have seen a further decrease in economic activities (Ji & Chu,
2020; Vanov, 2020). The overall panic among consumers and firms has distorted the
established consumption patterns and created market anomalies (Baker et al., 2020).
The COVID-19 has also posed an unprecedented challenge to the European econo-
mies as the spread of the virus is picked up speed and causing damage in almost
every sector of these economies (Demertzis et al, 2020). According to the
International Monetary Fund (IMF) outlook for October 2020, in response to the
recent economic turmoil of the outbreak, the world economy is projected to contract
by 4.4% in 2020, and it is even predicted to be much worse than the financial crisis
2008-09. Simultaneously, the same report projected an 8.1 percent downturn in GDP
growth rate, a 0.5 percent inflation rate, and an 8 percent unemployment rate for
modern Europe in 2020. Additionally, the same report also projected these figures for
2021. According to this report, these projections are 5.2 percent for GDP growth, 1
percent for inflation, and 8.5 for unemployment in 2021 for modern Europe.

COVID-19 is an example of a public health crisis in our times; it has affected
almost every sector of the economy, locally and globally. Due to the decrease in
demand for industrial inputs and energy sources, the markets have experienced con-
stant volatility in oil prices to further exuberate countries’ economic performance
(Zhang et al., 2020). Furthermore, due to lockdown and business closure, the firms
are hampered to pay their employees, causing a further increase in poverty estimates
in different countries (Kartseva and Kuznetsova, 2020). The stock markets are also
down worldwide. On the positive side, economic recovery and stability in the econo-
mies are projected in 2021 (Baker et al, 2020). The global financial markets have
experienced major disruption due to the on-going changes in the economies’ different
sectors. Generally, the episode of volatility and uncertainty of the pandemic is wide-
spread globally, and the effect is not exceptional only to the European economies.
Almost all the European economies are suffering from the consequences of these dis-
ruptions, and therefore these economies are experiencing higher unemployment rates.

According to the ILO monitor (2021), the COVID-19 has impacted the world of
work badly regarding reduced working hours and employment losses. Even these fig-
ures are higher than those which were observed during the 2009 financial crisis. The
same ILO document indicates that almost 9 percent of global working hours were
lost in the last year, which is alternately equivalent to 255 million full-time jobs. The
pandemic’s worst outcome is the massive loss in global labor income, which is
approximately equal to 4.4 percent of the global gross domestic product. Women and
young (15 to 24 years old) workers are more affected by this pandemic as compared
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to their male counterparts. The youth unemployment rate has increased to 8.7 per-
cent compared to the adult unemployment rate i.e, 3.7 percent. The ILO ( and )
(2020, ILO, 2021) also predicted the K shape recovery in the labor market that some
hard-hit sectors will be left behind in recovery compared to others. Therefore we
expect to see an increase in poverty and inequality as the aftermath of this pandemic.

Currently, the European economies are facing two challenges, the spread of the
outbreak and its impacts on different macroeconomic variables, such as employment
and/or unemployment. It is projected by different think thanks that economic
instability caused by the current pandemic could bring a long-term economic down-
turn in the European economies. In line with this, Wren-Lewis (2020) explained that
COVID-19 hurts economic growth and labor supply, inflation, and production costs.
Blundell et al. (2020) used the UK’s LSE-CEP survey and revealed that self-employed
workers are the most affected ones during this pandemic. According to the same
study, the vast majority of the self-employed workers reported that they work fewer
hours than the pre-pandemic times. This further upsurges their vulnerabilities
towards the pandemic. Boneva et al. (2020) also explained the same situation for
three economies, i.e., UK, US, and Germany. According to their empirical findings,
most self-employed workers suffer from the long spell of unemployment during the
recent pandemic. The young group of workers and those who are having only college
degrees are more likely to suffer from job losses. In a similar context, Leka (2020)
explored the impact of COVID-19 on the Albanian economy and concluded that this
pandemic impacted almost every sector of the economy specifically. It has badly
affected the growth rate of GDP, unemployment, inflation and interest rates, and the
tourism sector. Fernandes (2020) assessed the impacts of COVID-19 on 30 economies
of the world. The empirical findings reveal that service economies are at more risk
and have to see a long unemployment spell. Besides, tourism and trade sectors are
badly affected in economies during the crisis, and also many workers lost their jobs
in these sectors. Rodriguez-Caballero and Vera-Valdés (2020) explored the long-term
and persistent impacts of the recent pandemic on economic growth and unemploy-
ment and concluded that these effects are comparatively more persistent in terms of
unemployment in the UK economy.

Similarly, Farayibi and Asongu (2020) explored the impact of COVID-19 on key
macroeconomic variables in Nigeria. The study concluded that COVID-19 has a
negative impact on GDP, exchange rate, employment, and inflation. Similarly, Binder
(2020) view that people expect longer spells of unemployment during the different
phases of the current pandemic in the USA. Besides these studies, the researcher
observed the employment and unemployment trends in developed countries are
almost similar. The employment trends in the European countries are almost similar
as observed in the USA. In a similar context for the USA economy, Coibion et al.
(2020) revealed that most of the workers suffering from job losses are no longer look-
ing for work. Thus it brings further increase in the overall unemployment rate. For
the UK economy, Costa Dias et al. (2020) explained that most UK firms are not post-
ing new vacancies. The study also elaborated that in this scenario worst sufferers are
those who are working in low-skilled occupations. Even though a high skilled job
market is also contracted due to a massive outbreak in the UK. Campello et al.
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(2020) also view in the USA that higher-skill jobs have seen a sharp decline com-
pared to low-skilled jobs. In complement to the present situation, we have seen in
the previous literature that negative shocks mostly adversely affect employment lev-
els in different economies. On the same lines, Boeri and Jimeno (2016) also assessed
the impact of economic recession on unemployment for European countries.
According to their empirical findings, countries with higher wage flexibility have
seen low unemployment rates, and on the other hand, countries with higher
employment flexibility registered a higher unemployment rate. In a similar context,
Guichard and Rusticelli (2010) explored the impact of the financial crisis on
selected OECD countries and concluded that the financial crisis economies have
seen an increase in structural unemployment. In an interesting study, Choudhry
et al. (2010) captured the post-financial crisis scenario concerning its impact on
youth employment. The study found that young workers have to suffer a lot after
the financial crisis and have to stay unemployed for longer spells than their older
counterparts in the labor market.

This study attempts to quantify the impact of COVID-19 on unemployment in
the selected European economies such as France, Germany, Italy, Spain, and the
UK. These selected economies are among the top ten most affected countries in
the world®. Therefore, the objective is to assist the policymakers in taming the
pandemic’s response in the selected European economies where a pandemic has
already played havoc. We are specifically focusing on the European economies for
various reasons; 1) these are the worlds’ most influential economies; therefore, it
is an important source of transferring the spillover effects to the other economies
worldwide. 2) These economies are currently passing through two serious shocks,
a pandemic spread and the downturn in macroeconomic variables, most import-
antly the unemployment rate. 3) Most of the European economies are under
severe lockdown even though the European policy practitioners have much more
information to cope with the consequences of the outbreak than the other coun-
tries. However, unfortunately, these economies are registering the largest number
of confirmed cases and deaths than any other country in the world. Therefore, by
exploring the impact of the on-going pandemic on unemployment in these econo-
mies, we can provide policy insights for the rest of the developed and develop-
ing countries.

In the existing literature, we have found many studies on the impact of the
COVID-19 on oil prices (Narayan, 2020) and stock market volatility (Baker et al.,
2020). The study is unique because it will explore the impact of the COVID-19
pandemic on labor markets of developed economies. The study will contribute to
the existing literature on the economic impacts of the pandemic in various ways. It
is taking into account the case of the most influential and developed economies of
the world. It has also shed light on an important policy debate that is how
COVID-19 impacts the labor markets, particularly in these economies and gener-
ally all over the world. The proper functioning of labor markets has become part
and parcel of the recent era’s economic growth process. The growth process is
halted without the proper functioning of the labor markets in developed and devel-
oping countries.
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Furthermore, the recent pandemic has severely affected the labor markets and
increased the unemployment rates drastically. The study will also provide policy
insight for the selected European economies, which could be equally generalized for
the other developed countries in the region. Also, the study’s findings are used to
draw inferences for capturing the impacts of future pandemics on labor markets func-
tioning in developed economies.

2. Theoretical framework and methodology
2.1. Theoretical framework

Human history has seen some of the worst epidemics and pandemics in the last dec-
ade, it includes the Swine flu, SARS, Ebola, MERS, and worst among all is the recent
one, the COVID-19 (Kaur et al,, 2020). The COVID-19 has affected almost every sec-
tor of the economy and disrupted everyday life. The low-income and developing
countries and the developed countries are some of the worst sufferers out of this pan-
demic. Due to lockdown, the economies have seen significant disruptions in the
employment rates. The theoretical underpinning between pandemics and unemploy-
ment is relatively straightforward. We can relate the same with the recent outbreak.
Whenever there is a massive outbreak in human history than to overcome this pan-
demic’s effects, precautionary measures have been adopted (Kelly, 2020). For example,
in the recent pandemic, the lockdown measure is used throughout the world
(Habicht et al., 2020). The massive lockdown measures have become one of the major
causes of slowing down economic activity, as the production units have closed down.
Therefore we have observed the massive number of unemployment rates throughout
history (ILO-stats). The increase in the unemployment rate has some alarming conse-
quences, such as an increase in poverty and inequality and increased crime rates
(Voflemer et al., 2018). Therefore the present study attempts to assess the impact of
COVID-19 on unemployment rates in the selected European countries.

2.2. Method and data

The COVID-19 pandemic is a new research agenda to describe how the COVID-19
pandemic worsens the labor market. The COVID-19 is also one of the economic cri-
ses with enormous unemployment increases in the world (ILO, 2020). Currently, the
literature suggests that the dynamics of the COVID-19 recession may play out quite
differently on the labor market as well economy (Gallant et al. 2020). Therefore,
COVID-19 is one of the most unusual recessions in the world in the modern era. In
empirical research, most researchers began to examine causal relations between
macroeconomic variables by employing the Granger (1969) causality test. We use a
causality testing approach to examine the empirical analysis. In literature, Granger
causality tests revealed that Toda and Yamamoto (1995) neglect the structural
breaks that may occur in the series such as ours in COVID-19. Alternative best is
to resolve the issues; Nazlioglu et al. (2016) and Enders and Jones (2016) proposed
the Fourier Granger causality tests for a short sample. The model employed the
Fourier causality test is described in equation (1) as:
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Table 1. Descriptive statistics.

Mean Maximum Minimum Std. Dev. Skewness Kurtosis Jarque-Bera Probability

France Unemployment  8.077 9.400 6.900 0.785 0.157 1.772 0.870 0.647
COVID-19cases 6.247  10.07 0.000 3572 —0.906 2.346 2.008 0.366
COVID-19deaths  3.172 6.837 0.000 2290 —0.034 1.992 0.553 0.758

Germany Unemployment — 4.123 4.600 3.300 0457  —0.696 1.987 1.605 0.448
COVID-19cases 5764  10.02 0.000 3534 —0.789 2.292 1.622 0.444
COVID-19deaths  2.439 5.236 0.000 2122 0.123 1.488 1.272 0.530

Italy Unemployment ~ 9.131 9.800 7.400 0.666  —1.392 4.409 5.275% 0.072
COVID-19cases 5869 1061 0.000 3668  —0.695 2.201 1.392 0.499
COVID-19deaths  3.385 6.335 0.000 2482  —0.191 1.545 1.226 0.542

Spain Unemployment  15.43 16.90 13.50 1205 —0.625 1.946 1.448 0.485
COVID-19cases 6.029 9.857 0.000 3.767 —0.753 2.072 1.696 0.428
COVID-19deaths ~ 3.175 6.405 0.000 2322 —0.70 1.633 1.075 0.584

UK Unemployment ~ 4.162 4.900 3.700 0.369 0.640 2.300 1.154 0.562
COVID-19cases 6.317  10.04 0.000 3470 —0.868 2.459 1.790 0.409
COVID-19deaths  3.182 6.737 0.000 2478 0.055 1.580 1.099 0.577

Note: ***, ** and * denotes significance level at 1%, 5%, and 10%, respectively.
Source: Author’s calculations.

21Tkt

2Tkt
Ay, = y+d; . Sin <T> +9, . Cos(

) +Tl:1yt71+...
t TprdmaxYi—(prdmax) T M

In the equation, yt signifies the vector containing the variables of unemployment
and COVID-19 cases and deaths, m is the coefficients matrix, t is the time trend, T
denotes the number of sample observations, §; and 0, The maximum order of inte-
gration determines the coefficients of the estimations that captured the structural
shifts and dmax. In the study, the null hypothesis of no causality is tested as Hy: m;
=...m, = 0. This testing procedure provides better outcomes in policy implications.

We find the causality between COVID-19 and unemployment. We addressed this
research issue for the European economies, namely, France, Germany, Italy, Spain,
and the UK, for the period of Dec-2019 to Dec-2020. These economies are selected
for analysis because five economies are severely affected by the COVID-19 in Europe.
Data has been extracted from the OECD database and the European Center for
Disease Prevention and Control (ECDPC) database. We used the monthly dataset
from the OECD (2021) to represent the unemployment rate, while data relating to
COVID-19 confirmed cases and deaths are attained from the ECDPC (2021). Our
data is based monthly from Dec-2019 to Dec-2020 to scrutinize the changes in the
unemployment rate due to the COVID-19 pandemic. Finally, we also used monthly
data of COVID-19 from Dec-2019-Dec-2020 of the five economies. For a causality
analysis of COVID-19 data, we use the COVID-19 confirmed cases and deaths while
data measured in numbers. To obtain a more robust result, we converted the data
into a natural logarithm except for the unemployment rate.

The detailed descriptive statistics of the five economies are also given in Table 1.
In Table 1, Spain’s unemployment has the highest mean 15.43, and followed Italy,
France, UK, and Germany. On the contrary, Italy has the highest deaths 3.385, and
followed UK, France, Spain, and Germany. Figure 1 also presents a comparative ana-
lysis of the unemployment situation in these economies. We have observed that Spain
is showing the worst scenario among all economies. However, Germany and UK are
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Figure 1. COVID-19 and unemployment in Europe.
Source: Author’s calculations.

performing better in comparative terms. Also, in the last two quarters of the year
2020, France and Italy have experienced more disruption in their unemployment rates
than other regional economies. The Jarque-Bera statistics show that the unemploy-
ment rate is normally distributed in Italy while other economies are not following the
normally distributed pattern due to COVID-19. Therefore, both COVID-19 variables,
the number of the confirmed cases, and deaths do not follow the normal distribution
in France, Germany, Italy, Spain, and the UK. After exploring the descriptive charac-
teristics, we applied unit root and Fourier causality tests in the next segment.

3. Result and discussions

Table 2 compares the features of unemployment with and without the COVID pandemic
by using the Z-test. The result shows that Germany (1.090%), Spain (1.400%), and UK
(0.493%) have a positive and significant change in unemployment due to COVID-19.
These outcomes also show that France and Italy are also a better employment situation
in the COVID-19 pandemic. That implies that the labor market badly influences
Germany, Spain, and UK economies in the spread of pandemics compared to France
and Italy. A similar results outcome has been revealed in a correlation matrix. Table 3
displays the Pearson correlation coefficient results and shows a strong positive significant
correlation between COVID-19cases and unemployment in France, Germany, Spain, and
the UK over the pandemic period. However, the correlation between COVID-19deaths
and unemployment is also strong in Germany and Spain for the pandemic period. While
the correlation between COVID-19cases, COVID-19deaths, and unemployment is also
negative in Itlay, it implies that Covid-19 has produced more online job opportunities in
the economy and decreased unemployment. In short, these finding also infers that the
impact of COVID-19 cases is stronger than the number of deaths.

The present study aims to assess the impact of COVID-19 on unemployment in the
selected European economies. Table 4 presents the unit-roots estimates for the selected
variables, the total number of confirmed COVID-19 cases, COVID-19 deaths, and the
unemployment rate as the Fourier LM unit root tests estimate elaborate that all varia-
bles are non-stationary at the level. However, they have become stationary at first dif-
ference. Therefore we can find a causality association between the selected variables.
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Table 2. Unemployment without and with COVID pandemic in Europe.

Without COVID pandemic in 2019 With the COVID pandemic in 2020 Z-test Change
France 8.466 8.002 —0.464* Negative
Germany 3.133 4223 1.090%* Positive
Italy 9.875 9.003 —0.872* Negative
Spain 14.12 15.52 1.400%** Positive
UK 3.741 4.234 0.493%* Positive

Source: Author’s calculations.

Table 3. Correlation Matrix.

Unemployment COVID-19cases COVID-19deaths

France Unemployment 1

COVID-19cases 0.401** 1

COVID-19deaths 0.176 0.829%** 1
Germany Unemployment 1

COVID-19cases 0.880%*** 1

COVID-19deaths 0.567** 0.812%** 1
Italy Unemployment 1

COVID-19cases —0.464%* 1

COVID-19deaths —0.738** 0.876*** 1
Spain Unemployment 1

COVID-19cases 0.816%** 1

COVID-19deaths 0.621** 0.836*** 1
UK Unemployment 1

COVID-19cases 0.535%* 1

COVID-19deaths 0.146 0.846%** 1

Note. ***, ** and * denotes significance level at 1%, 5%, and 10%, respectively.
Source: Author’s calculations.

Table 4. Unit root results.

COVID-19 cases COVID-19 deaths Unemployment
1(0) I(1) 1(0) I(1) () m
France —1.695 —2.786* —1.774 —2.629* —1.775 —3.989**
Germany —1.447 —3.029%* —1.675 —3.256** —3.139
Italy —1.558 —3.108** —1.573 —2.635*% -1.771 —2.653*
Spain -1.619 —3.062* -1.517 —2.680* —1.402 3.173%
UK -1.712 -2.785*% —1.568 —3.077* —1.448 2.668*

Note: ***, ** and * denote significance level at 1%, 5%, and 10%, respectively.
Source: Author’s calculations.

COVID-19 has impacted almost every sector of the economy, and the labor market
is not an exception in this regard. These five selected European economies have to deal
with the problem of a large number of unemployed populations. These economies face
two problems at the same time. Due to the lockdown and closure of many industries,
most of the employed population has become unemployed, and also, those who are
employed are working fewer hours (Takagi et al., 2021). In both cases, unemployment
is connected with lower purchasing power and an increase in poverty. This situation is
even becoming worse for most of the population as it is essential to spare money for
health-related expenditures during the pandemic (Bauer & Weber, 2020). Therefore,
low-skilled workers and those already at the poverty threshold have to suffer the most
from this situation. Our results are consistent with the recent literature such as Huang
et al. (2020); Bianchi et al. (2021). A similar situation can be observed in Table 5.
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Table 5. COVID-19 causing unemployment rate in Europe.

(COVID-19cases — Unemployment) (COVID-19deaths — Unemployment)
F-Statistic Prob. Adj-R2 F-Statistic Prob. Adj-R2
France 0.617 0.571 0.03 0.007 0.993 0.05
Germany 4,053* 0.071 0.06 1.079 0.398 0.07
Italy 7.189%* 0.026 0.07 10.52%* 0.011 0.06
Spain 0.261 0.778 0.04 0.499 0.630 0.06
UK 2.858% 0.086 0.08 3.352% 0.072 0.05

Note: ***, ** and * denotes significance level at 1%, 5%, and 10%, respectively.
Source: Author’s calculations.

Table 5 presents the empirical estimates of the Fourier causality test. We have a
few interesting policy insights from Table 5. First, we have checked the causality
between the total number of COVID-19 cases and unemployment. We have accepted
the null hypothesis that the total number of COVID-19 cases in France and Spain
does not cause an increase in unemployment. However, in Germany, Italy, and the
UK, the estimated results reveal that the total number of COVID-19 cases is one of
the major determinants of an increase in the unemployment rate (Takagi et al., 2021;
Bauer & Weber,2020).

Similarly, we can see the causality between COVID-19 deaths and unemployment
for the five selected European economies. We observe from Table 5 that COVID-19
deaths are causing unemployment in Italy and the UK. Our empirical results are in
line with previous literature (Ancillo et al., 2020; Parvathamma, 2020; Couch et al,
2020; Fernandez-Villaverde & Jones, 2020; Blundell et al., 2020; Boneva et al., 2020;
Fernandes, 2020). Our results show that COVID-19 cases are more cause of
unemployment compared to COVID-19 deaths.

These three economies are included in the top ten epicenters i.e., the UK is at the
5™ position, Italy is at the 7™ position, and Germany occupies the 9 position
(WHO 2021). The previous literature also observed that an increase in the total num-
ber of COVID-19 cases is causing panic in the economy and responds to the higher
number of reported cases, and adversely affects the labor market. Due to these lock-
downs, the situation further exacerbates as these lockdowns bring a slowdown in
both the demand and supply sides of labor (Bianchi et al., 2021). Due to the closure
of firms and supply chain disruptions, the demand for labor also goes down, and
therefore unemployment goes up in these economies (ILO-OECD, 2020). At the same
time, we found from the existing literature on the labor market impacts of COVID-
19 that most low-skilled workers and self-employed workers are the worst sufferers
out of this pandemic. Our results are in line with the previous labor market studies
for example, Boneva et al. (2020) has revealed that COVID-19 badly impacted the
labor markets of the UK and Germany. According to their empirical findings, low-
skilled workers and self-employed have to suffer from longer unemployment spells.
In another study of the UK economy, Blundell et al. (2020) revealed that self-
employed workers have to lose their jobs more frequently during the current pan-
demic. As we have discussed previously, self-employed and low-skilled workers are
hardly hit workers out of this pandemic (ILO, 2021). In current, at this point, if these
workers have to stay out of the job market for a longer period, then consequently,
they have to rely on their savings. These savings will not be channelized for
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investment purpose in these economies; therefore, it further slows down the economy
(ILO-OECD, 2020). According to the IMF outlook for October, the modern
European economies will get back the growth momentum in 2021, but still, the out-
look is not much promising concerning employment numbers.

4, Conclusion and implications

The nature of the COVID-19 is associated with the labor market is rare. The
European economies faced new difficult tasks. One of them is unemployment. Since
2020, unemployment in Europe rose dramatically. Therefore, this study examines the
impact of COVID-19 cases and deaths on unemployment in the European economies.
The descriptive findings show that the share of COVID-19 cases and deaths in Italy
and the UK are higher in the European regions. France’s labor market is affected by
the pandemic in the very early period in Europe, while later ones, Italy was badly
influenced. In Z-test results, Germany, Spain, and the UK have a significant positive
change in unemployment due to COVID-19. The Fourier causality test results estab-
lish that COVID-19 causes unemployment in three out of five European economies.
An important result of the analysis is that COVID-19 cases cause unemployment in
Germany, Italy, and the UK, while COVID-19 deaths cause unemployment in Italy
and UK. An upsurge in the number of cases of COVID-19 in Europe robustly harm-
ful effects on the labor market more than an upsurge in the number of deaths by
shrinking the employment rate. The COVID-19 has also slowed the economic activ-
ities by reducing the jobs in the market, and industrial and services sectors also
sharply shrunk in Europe in pandemic situations. That caused the industry and ser-
vice sectors to essentially ceasing their production activities. Indeed, in a pandemic,
we also find more increase in the unemployment rate after COVID-19 cases rather
than deaths.

Moreover, the effects of COVID-19 lockdown on employment will generate a sig-
nificant opportunity to evaluate and emerge future labor market policies. One of the
important policies, European governments, can improve the labor market by promot-
ing substitution of man-power with reboots in pandemic and by implementing aware-
ness-raising programs on e-business and expand remote working opportunities. With
the rapid spread of the virus in the second-wave, Europe should be introduced the
novel and advanced policy of labor wage rates. If COVID-19 is severe and prolonged,
e-commerce must prioritize the economy, and government intervention is likely to be
necessary for advancement. Also, hiring subsidies, wage subsidies, and job search
assistance for the unemployed can also help the reorganization of labor families.
Following the COVID-19 pandemic, governments and policymakers in Europe take
the necessary steps to be reduced unemployment, and the labor market can be
improved by increasing the job vacancies. Governments also revise the job realloca-
tion policies during the COVID-19 recession. The authorities should also stimulus an
"unemployment insurance program” that could lead to a sharp fall in labor demand.

The study will prove to be a stepping stone in the recent literature on the impact
of COVID-19 on labor markets. It will set the direction for future studies in various
ways. Depending upon the data availability, future studies can analyze the recent
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pandemic’s impact on male and female unemployment rates. Another important area
of discussion could be the impact of COVID-19 on different age groups and employ-
ment statuses, as younger and informal sector workers are the worst sufferers in this
pandemic. The same analysis can be done for the other European economies.

Notes

1. https://covid19.who.int/?gclid=CjOKCQiA0fr_BRDaARIsAABw4Eulvby9S5JsgDUTKSn1-
ipObHFDoOOhgazUs-P4vx6kn4]q-Fysv60aAs7wEALw_wcB
2. https://covid19.who.int/table

Disclosure statement

No potential conflict of interest was provided by the author(s).

Funding
This research is partly supported by the National Social Science Fund of China (20B]Y021).

ORCID
Chi-Wei Su http://orcid.org/0000-0001-9722-8105

References

Ancillo, A., del Val Nunez, M. T., & Gavrila, S. G. (2020). Workplace change within the
COVID-19 context: a grounded theory approach. Economic Research-Ekonomska
Istrazivanja, 1-20. https://doi.org/10.1080/1331677X.2020.1862689

Baker, S. R., Bloom, N., Davis, S. J., Kost, K. J., Sammon, M. C., & Viratyosin, T. (2020). The
unprecedented stock market impact of COVID-19 (No. w26945). National Bureau of
Economic Research.

Baker, S. R, Bloom, N., Davis, S. J., Kost, K, Sammon, M., & Viratyosin, T. (2020). The
unprecedented stock market reaction to COVID-19. The Review of Asset Pricing Studies,
10(4), 742-758. https://doi.org/10.1093/rapstu/raaa008

Bauer, A., & Weber, E. (2020). COVID-19: how much unemployment was caused by the
shutdown in Germany? Applied Economics Letters, 1-6. https://doi.org/10.1080/13504851.2020.
1789544

Bianchi, F., Bianchi, G., & Song, D. (2021). The Long-Term Impact of the COVID-19
Unemployment Shock on Life Expectancy and Mortality Rates (No. w28304). National Bureau
of Economic Research.

Binder, C. (2020). Coronavirus fears and macroeconomic expectations. Review of Economics
and Statistics, 102(4), 721-730.

Blundell, J., Machin, S., & Ventura, M. (2020). Covid-19 and the self-employed: Six months
into the crisis. Centre for Economic Performance, London School of Economics and
Political Science. https://cep.Ise.ac.uk/pubs/download/cepcovid-19-012.pdf

Boneva, T., Golin, M., Adams-Prassl, A., & Rauh, C. (2020). Inequality in the impact of the
coronavirus shock: evidence from real time surveys (13183). Institute of Labor Economics
Discussion Paper Series. https://www.zora.uzh.ch/id/eprint/189496/


https://covid19.who.int/?gclid=Cj0KCQiA0fr_BRDaARIsAABw4EuIvby9S5JsgDUTKSn1-ip0bHFDoO0hgazUs-P4vx6kn4Jq-Fysv60aAs7wEALw_wcB
https://covid19.who.int/?gclid=Cj0KCQiA0fr_BRDaARIsAABw4EuIvby9S5JsgDUTKSn1-ip0bHFDoO0hgazUs-P4vx6kn4Jq-Fysv60aAs7wEALw_wcB
https://covid19.who.int/table
https://doi.org/10.1080/1331677X.2020.1862689
https://doi.org/10.1093/rapstu/raaa008
https://doi.org/10.1080/13504851.2020.1789544
https://doi.org/10.1080/13504851.2020.1789544
https://cep.lse.ac.uk/pubs/download/cepcovid-19-012.pdf
https://www.zora.uzh.ch/id/eprint/189496/

ECONOMIC RESEARCH-EKONOMSKA ISTRAZIVANJA ‘ 1763

Campello, M., Kankanhalli, G., & Muthukrishnan, P. (2020). Corporate hiring under covid-19:
Labor market concentration, downskilling, and income inequality (No. w27208). National
Bureau of Economic Research.

Coibion, O., Gorodnichenko, Y., & Weber, M. (2020). Labor markets during the COVID-19 cri-
sis: A preliminary view (No. w27017). National Bureau of Economic Research.

Costa Dias, M., Joyce, R., Postel-Vinay, F., & Xu, X. (2020). Job vacancies during the Covid-19
pandemic. Fiscal Studies, 41(2), 371-382. https://doi.org/10.1111/1475-5890.12233

Couch, K. A,, Fairlie, R. W., & Xu, H. (2020). Early evidence of the impacts of COVID-19 on
minority unemployment. Journal of Public Economics, 192, 104287. https://doi.org/10.1016/j.
jpubeco.2020.104287

Demertzis, M., Sapir, A., Tagliapietra, S., & Wolff, G. B. (2020). An effective economic
response to the coronavirus in Europe. Policy Contributions, 35323. https://ideas.repec.org/p/
bre/polcon/35323.html

Enders, W., & Jones, P. (2016). Grain prices, oil prices, and multiple smooth breaks in a VAR.
Studies in Nonlinear Dynamics & Econometrics, 20(4), 399-419.

Fairlie, R. W. (2020). The impact of Covid-19 on small business owners: Evidence of early-stage
losses from the April 2020 current population survey (No. w27309). National Bureau of
Economic Research.

Farayibi, A., & Asongu, S. (2020). The economic consequences of the Covid-19 pandemic in
Nigeria. European Xtramile Centre of African Studies, WP/20/042 (2020).

Fasanya, I. O., Oyewole, O., Adekoya, O. B., & Odei-Mensah, J. (2020). Dynamic spillovers
and connectedness between COVID-19 pandemic and global foreign exchange markets.
Economic Research-Ekonomska Istrazivanja, 1-26. https://doi.org/10.1080/1331677X.2020.
1860796

Fernandes, N. (2020). Economic Effects of Coronavirus Outbreak (COVID-19) on the World
Economy. March, 22. Available at SSRN: https://ssrn.com/abstract=3557504 or https://doi.
org/10.2139/ssrn.3557504

Fernandez-Villaverde, J., & Jones, C. I. (2020). Macroeconomic outcomes and COVID-19: a pro-
gress report. (No. w28004). National Bureau of Economic Research.

Gallant, J., Kroft, K., Lange, F., & Notowidigdo, M. J. (2020). Temporary unemployment and
labor market dynamics during the COVID-19 recession (No. w27924). National Bureau of
Economic Research. https://www.nber.org/papers/w27924

Guichard, S., Rusticelli, E. (2010). Assessing the impact of the financial crisis on structural
unemployment in OECD countries. Retrieved from: https://www.oecd-ilibrary.org/content/
paper/5kmftp8khfjg-en?crawler=true

Habicht, M. E., Pate, F. D., Varotto, E., & Galassi, F. M. (2020). Epidemics and pandemics in
the history of humankind and how governments dealt with them A review from the Bronze
Age to the Early Modern Age. Rivista Trimestrale Di Scienza DellAmministrazione, 2.
http://rtsa.eu/RTSA_2_2020_Habitch.pdf

Huang, A., Makridis, C., Baker, M., Medeiros, M., & Guo, Z. (2020). Understanding the
impact of COVID-19 intervention policies on the hospitality labor market. International
Journal of Hospitality Management, 91, 102660. https://doi.org/10.1016/.ijhm.2020.102660

ILO (2020). The impact of the COVID-19 pandemic on jobs and incomes in G20 economies.
Retrieved from: https://www.ilo.org/wemsp5/groups/public/--dgreports/—-cabinet/documents/publica-
tion/wems_756331.pdf

ILO, ILO (2021). Monitor: COVID-19 and the world of work. Seventh edition Updated esti-
mates and analysis. Retrieved from: https://www.ilo.org/wcmsp5/groups/public/@Qdgreports/
@dcomm/documents/briefingnote/wecms_767028.pdf

Ji, X., & Chu, Y. (2020). A target-oriented bi-attribute user equilibrium model with travelers’
perception errors on the tolled traffic network. Transportation Research Part E: Logistics and
Transportation Review, 144, 102150. https://doi.org/10.1016/j.tre.2020.102150

Jorda, O., Singh, S. R., & Taylor, A. M. (2020). Longer-run economic consequences of pan-
demics (No. w26934). National Bureau of economic research. http://www.nber.org/papers/
w26934


https://doi.org/10.1111/1475-5890.12233
https://doi.org/10.1016/j.jpubeco.2020.104287
https://doi.org/10.1016/j.jpubeco.2020.104287
https://ideas.repec.org/p/bre/polcon/35323.html
https://ideas.repec.org/p/bre/polcon/35323.html
https://doi.org/10.1080/1331677X.2020.1860796
https://doi.org/10.1080/1331677X.2020.1860796
https://ssrn.com/abstract=3557504
https://doi.org/10.2139/ssrn.3557504
https://doi.org/10.2139/ssrn.3557504
https://www.nber.org/papers/w27924
https://www.oecd-ilibrary.org/content/paper/5kmftp8khfjg-en?crawler=true
https://www.oecd-ilibrary.org/content/paper/5kmftp8khfjg-en?crawler=true
http://rtsa.eu/RTSA_2_2020_Habitch.pdf
https://doi.org/10.1016/j.ijhm.2020.102660
https://www.ilo.org/wcmsp5/groups/public/�-dgreports/�-cabinet/documents/publication/wcms_756331.pdf
https://www.ilo.org/wcmsp5/groups/public/�-dgreports/�-cabinet/documents/publication/wcms_756331.pdf
https://www.ilo.org/wcmsp5/groups/public///documents/briefingnote/wcms_767028.pdf
https://www.ilo.org/wcmsp5/groups/public///documents/briefingnote/wcms_767028.pdf
https://doi.org/10.1016/j.tre.2020.102150
http://www.nber.org/papers/w26934
http://www.nber.org/papers/w26934

1764 (&) C-W.SU ET AL

Kaur, H, Garg, S., Joshi, H., Ayaz, S.,, Sharma, S., & Bhandari, M. (2020). A Review:
Epidemics and Pandemics in Human History. International Journal of Pharma Research and
Health Sciences, 8(2), 3139-3142. https://doi.org/10.21276/ijprhs.2020.02.01

Kartseva, M. A., & Kuznetsova, P. O. (2020). The economic consequences of the coronavirus
pandemic: which groups will suffer more in terms of loss of employment and income?
Population and Economics, 4, 26.

Kelly, B. D. (2020). Plagues, pandemics and epidemics in Irish history prior to COVID-19
(coronavirus): what can we learn? Irish Journal of Psychological Medicine, 37(4), 269-274.
https://doi.org/10.1017/ipm.2020.25

Leka, B. (2020). An overview of the pandemic impact in the economy of Albania. Romanian
Economic Journal, 23(78), 2-12.

McKibbin, W. J., & Fernando, R. (2020). The global macroeconomic impacts of COVID-19:
Seven scenarios. Brookings Institution Report. Brookings Institution. Available online:
https://www.brookings.edu/wp-content/uploads/2020/03/20200302_COVID19.pdf

Narayan, P. K. (2020). Oil price news and COVID-19—Is there any connection? Energy
Research Letters, 1(1), 13176.

Nazlioglu, S., Gormus, N. A., & Soytas, U. (2016). Oil prices and real estate investment trusts
(REITs): Gradual-shift causality and volatility transmission analysis. Energy Economics, 60,
168-175.

Parvathamma, G. L. (2020). Unemployment dimensions of COVID-19 and Government
response in India-An analytical study. International Journal of Health and Economic
Development, 6(2), 28-35.

Rodriguez-Caballero, C. V., & Vera-Valdés, J. E. (2020). Long-lasting economic effects of pan-
demics: Evidence on growth and unemployment. Econometrics, 8(3), 37. https://doi.org/10.
3390/econometrics8030037

Shaikh, 1. (2020). Impact of COVID-19 pandemic disease outbreak on the global equity markets.
Economic  Research-Ekonomska Istrazivanja, 1-18. https://doi.org/10.1080/1331677X.2020.
1863245

Toda, H. Y., & Yamamoto, T. (1995). Statistical inference in vector autoregressions with pos-
sibly integrated processes. Journal of econometrics, 66(1-2), 225-250.

Umar, M,, Xu, Y., & Mirza, S. S. (2020). The impact of Covid-19 on Gig economy. Economic
Research-Ekonomska Istrazivanja, 1-13. https://doi.org/10.1080/1331677X.2020.1862688

Vanov, D. (2020). Predicting the impacts of epidemic outbreaks on global supply chains: A
simulation-based analysis on the coronavirus outbreak (COVID-19/SARS-CoV-2) case.
Transportation Research Part E: Logistics and Transportation Review, 136, 101922.

Voflemer, J., Gebel, M., Taht, K., Unt, M., Hogberg, B., & Strandh, M. (2018). The effects of
unemployment and insecure jobs on well-being and health: The moderating role of labor
market policies. Social Indicators Research, 138(3), 1229-1257. https://doi.org/10.1007/
s11205-017-1697-y

Wren-Lewis, S. (2020). The economic effects of a pandemic. Economics in the Time of COVID-
19, CEPR, 109-112.

Zhang, D., Hu, M., & Ji, Q. (2020). Financial markets under the global pandemic of COVID-
19. Finance Research Letters, 101528.


https://doi.org/10.21276/ijprhs.2020.02.01
https://doi.org/10.1017/ipm.2020.25
https://www.brookings.edu/wp-content/uploads/2020/03/20200302_COVID19.pdf
https://doi.org/10.3390/econometrics8030037
https://doi.org/10.3390/econometrics8030037
https://doi.org/10.1080/1331677X.2020.1863245
https://doi.org/10.1080/1331677X.2020.1863245
https://doi.org/10.1080/1331677X.2020.1862688
https://doi.org/10.1007/s11205-017-1697-y
https://doi.org/10.1007/s11205-017-1697-y

	Abstract
	Introduction
	Theoretical framework and methodology
	Theoretical framework
	Method and data

	Result and discussions
	Conclusion and implications
	Disclosure statement
	Funding
	Orcid
	References


