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Abstract

Notwithstanding various media reports on casualties in systems due to the
emergence of COVID-19, it is envisaged to have a solution. By far, this study
investigates how countries’ bilateral trade relationship is distorted due to
COVID-19. More so, it examines the economic and financial divergence in
systems from the capital perspectives. Finally, it considers the changes in
various industries that are affected directly as a result of the COVID-19 out-
break and its distortion in the business model. Employing a case study ap-
proach, we conclude that there is a distortion in the supply chain system
which has effects on trade relationships. While significant capital deploying
strategies were found as mitigation during the pandemics, there is an indeci-
sive business model for the future with inordinate changes in business models
during the periods of COVID-19. There is also a risk exposure in both eco-
nomic decisions and business models due to the uncertain signals of
COVID-19. We discuss our findings within the theoretical framework of cap-
ital allocation, information/signaling, and adoption perspectives.
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1. Introduction

Global prosperity depends on trade which dwells basically on supply chains.
However, the supply chain has no further discussions without transportation.
Such as transportation by foot, through to connectivity by air; thus, the transport
industry is susceptible to economic growth, and its policies can either support or

undermine growth. Dating back to 2002, the economic and financial system of
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China was distorted by the emergence of SARS. This led to the reports of many
researchers considering the distortions that were introduced into different sec-
tors of the economy. Some of these works include (Al-Hazmi, 2016) Al-Hazmi,
who studied the challenges presented by Middle East respiratory syndrome
(MERS) and severe acute respiratory syndrome (SARS) to global health and
concluded that the Global health sector had learned many lessons through these
outbreaks. He, however, pointed out that, the necessity for finding new antiviral
action was not erudite. Factually, most of the studies within the period of the
outbreak to date concentrated on the health risk, prevention, and control asso-
ciated with the virus outbreaks.

Recently, some scholars (Al-Hazmi, 2016; Rahman Qureshi et al., 2020;
Straub, 2009) reported their concerns about the emergence of SARS in mainland
China. In their studies, they concluded on the fact that many geographical loca-
tions were affected and recording a death fatality ratio of 6.4%. Although they
pointed out that long term economic distortions were limited, its price is proba-
bly unaffordable. Again, they reported that the emergence of SARS was a scena-
rio that led to the fundamental reform of the Chinese health system. Not deny-
ing that fact, the epidemics improved infrastructures, surveillance systems, and
the ability to retort to health crises. In particular, the establishment of an inter-
net-based disease reporting system nationwide has curbed enough of the conse-
quences.

The Corona Virus Disease 2019 (COVID-19) is described as a transmissible
disease which is caused by severe acute respiratory syndrome coronavirus 2
(SARS-CoV-2) (Zimmermann & Curtis, 2020). This new strain of the virus
which had not been formerly known to live in humans was detected in the city of
Wuhan (Hubei Province) in China. With phlegm production, shortness of
breath, and cough as its non-specific symptoms, the main medium of spread is
through respiratory droplets. COVID-19 has an estimated incubation period of 2
- 14 days with no current vaccine to forestall its threats. Additionally, no conclu-
sions have been reached in finding a cure as much its nature and dynamics are
still unknown. The World Health Organization (WHO), in January 2020 de-
clared a public health emergency globally (WHO, 2020). With the situation in-
creasing rapidly, COVID-19 has led to an upsurge in the number of severe
pneumonia cases outside China, including America, Europe, and Africa. The
World Health Organization (WHO) reports a total of 47,894,604 cases with
88,174 in severe conditions. As of 4™ November 2020, COVID-19 had claimed
1,221,340 lives and is affecting 214 countries and territories. With a fatality
rate of ~3.4% and a transmission rate of 2 - 3 newly infected from 1 case, the
United States of America, India, Brazil, Russia, and France are the top five
countries with total confirmed cases and as against a total worldwide recovery
of 33,899,852 (COVID-19 Statistics, 2020).

Interestingly, despite all the effects posed by these viral outbreaks, very few
concerns are directed to its consequences on the economic, financial, and busi-

ness model decisions. Even if any exist, it’s at its early stages and is forgotten af-
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ter eradication of the virus. Concerns related to long-run effects are not assessed.

The COVID-19 outbreak in China has brought numerous discussions on the
global view. Daily News reports from almost all countries contain an iota of re-
lated COVID-19 issue. Although the world health organization has published
COVID-19 as a global issue, research concern is limited in its bilateral trade re-
lation intervention, how to overcome it, and how to prepare for the future. It is
against this background, and the authors want to study the boomerang effects of
this outbreak in distorting the bilateral trade relationships between China and
the neighboring countries and the world at large while considering the future
trend and after match of COVID-109.

In this work, we intend to make three distinct contributions to literature.
First, we study how China’s bilateral trade relationship “import and export” is
distorted due to COVID-19. Secondly, we examined the economic and finance
divergence in the Chinese economy (Capital perspective) as a solution. Thirdly,
study the changes in various industries that are affected directly as a result of the
COVID-19 outbreak (distortion in the business model). It also explores the
awareness, expertise, and knowledge to address the potential applicability of
theories enabled to reshaping economies, countries, and the world at large in
this pandemic season.

The design is explorative as it employed the use of numerous articles, journals,
and online surveillance to observe and understand the COVID-19 phenomenon
in business perspectives and the related upshot of countries. While considering a
case study method for countries in the pandemics, the authors specifically fo-
cused on the vital economic sectors of China since it is the first to have a hit on
the COVID-19 cases. Their ways of handling the incidents leading to successful
methods are mostly considered and communicated for countries at their earlier
hits of the pandemic. However, statistics, information (as primary data), and
secondary data on COVID-19 were apparently unavailable since it is in its early
stage. Therefore, to present a building block, we analyze based on situational ap-
plicability and success factor consideration which were seen as yardsticks for mi-
tigating COVID-19 and reshaping some sectors of most economies in the pan-
demic season.

The rest of this article follows; session one follows the introduction with im-
port and export fluctuations during the outbreak and its’ distortions in the bila-
teral trade relationships of countries, session two considers the theories and pol-
icy considerations in curbing the emergence of such events. At the same time,

analysis and conclusion are presented at the end.

1.1. Virus Outbreak and Its Interference on Bilateral Trade
Relations

Research in the scientific and pharmaceutical fields elaborates more on viruses,
causes, spread, and control. See the following for more insight (Buckley, Kim-
berlin, & Whitley, 2005; Caglioti et al., 2013; Chang, 2011; Gessain & Cassar,
2012; Guzman et al., 2016; Lazear & Diamond, 2016; Rehermann & Nascimbeni,
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2005). All these papers, see the virus as a concern in the field of biological
science. For that matter, its effect on finance and economics is limited. However,
courting back to seminary papers, we found that the cost inflated in the econo-
my and the damages introduced into the system tend to be higher than the ac-
tual field with which it is acclaimed.

China has had a reputable report in dealing with other countries, continents,
and the world in general. According to Workmanh (2020) (China’s Economy
Grows 6.7 pct, Remains Global Growth Driver, n.d.), China experienced a 6.7%
expansion in economic growth as of 2017. This is due to trade. The trade part-
ners of China are increasing with the introduction of more flexible trade open-
ness policies. Presently, China trades with the United States, Hong Kong, Japan,
Germany, Russia, Ghana, United Kingdom, etc. (China’s Top Trading Partners
2019).

Currently, uncertainty exposure as a result of COVID-19, which has brought
the second world’s largest economy to its knees remains questionable. Countries
whose imports largely depend on China are in a state of dilemma whether to
continue or seek new trade partners in other continents. Inflation in most of
these countries is shooting up slowly since the emergence of COVID-19. This
has been suspected to the temporary lockdown of industries including manu-
facturing, transportation, etc. Economically, more money chases fewer goods.
However, the export of goods produced in China to other countries has reduced
for the first quarter of the year 2020, causing about fifty billion dollars ($50bn)
reduction in the global shipmen (Drop in China Exports Causes $50bn Fall in
Global Shipments: UN|India News|Al Jazeera, 2020). Therefore, there is an ex-
pectation of high inflation in China and Chinas’ economically dependent coun-
tries. Although early 2001 to 2016, there has been increasing export of medical
equipment in quality and quantity, it is already announced that the export of
medical equipment to other countries depending on China has reduced (Brown,
2020; Torsekar, 2018). This is envisaged as a treat exposure to the world health
organization (WHO), whose job is to assist countries in need. However, the
question is, is WHO capable of supporting all expected infected countries in the
long run of the COVID-19 pandemic?

1.2. Industrial Sectors and Their Reactions during COVID-19
Outbreak

In most cases, it is rational to think of the uncertainties that accrue as a result of
epidemics. This raises numerous questions in mind. Consider the following
questions in the twenty-first century. What will be the business models after the
coronavirus? When are businesses resuming job? Is COVID-19 a hazard at the
job center? Will COVID-19 come to live within the workplace? What’s going to
be the state of economies in the long-run effect? All these questions posit the
unforeseen expectations and preparations that need to be made in combating
post COVID-19.

Generally, there is a transition in business models from time to time. Appar-
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ently, businesses that operate on the “Brick and Mortar” basics are trying to con-
sider a “Click and Mortar” concept. Similarly, a company that operates on “Click
and Mortar” is trying to work solely on Click concepts. It is realized that during
the COVID-19 period, most countries who have been affected tried converting
services that are offered on “face to face” to click essential thus online perspec-
tives. A typical example is the shutdown of physical communications in schools
but converting them into online classes. Economically, shareholders, managers,
and customers would analyze the cost, risk, and benefits of this model in deci-
sion making. Though it may be argued for services that do not include much
physical contact, most organizations that are into the productions of goods are
equally considering ventilation and spacious working places which is mitigation
to the spread of COVID-19 in the production centers. Therefore, the question as
to when businesses will resume work is pending since jobs are carried out within
a spacious environment or online.

Although transportation has been an importation industry that has elevated
many countries’ economies, including China, it’s interesting to note that China’s
effort in this industry has been persistent recently. In subsidy, research and De-
velopment (R&D), and innovation, China is rated among the first five in the
world (Is China Leading in Global Innovation?|China Power Project, 2019).
China’s subsidy in the transportation industry has increased over the years and
is expected to continue until it becomes the world’s most populous leader in the
transport industry. However, guess the discrepancies that arose as a result of
COVID-19 in the transport industry. It is envisaged that the contribution of the
transport sector will reduce by 2021 analysis due to transport restrictions.

The airline industry in China has rapidly improved and plays an increasingly
important role in the national economic development agenda. The China Civil
Aviation industry has shown momentum development. It’s now regarded as the
fastest-growing aviation market in terms of annual additional Origin-Destination
passengers (constant policies scenario) of 1 billion new passengers for a total of
1.6 billion against the US of 481 million new passengers for a total of 1.3 billion
from 2017 (IATA, 2018). But, COVID-19 prevention and control measures led
to the grounding of airplanes from China to other countries and vice versa;
therefore, distorting the supply chain system and other economic activities that
accrue to movement. This is a treat to the bilateral relationship between China
and other related countries. Such countries may seek to sign a new relationship
with other emerging or developed economies in search of dependence and sus-
tainability in the 21* century, still the destruction of COVID-19.

We, therefore, based on the above arguments to state that COVID-19’s emer-
gence will distort the bilateral relationships of affected countries and hence, in-
crease the cost of living due to high inflation. COVID-19 has led to policy con-
sideration between China and other countries (Trade Trilateral Targets China’s
Industrial Subsidies|Center for Strategic and International Studies, 2020).

Apparently, there is no expert suggestion or conclusions on when COVID-19

will end. Businesses are not willing to shut down for long periods since it may
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arise to global crises, thus famine, which may not be easily supported due to the
mode of spread of the virus. Enforcing employees to work may also lead to en-
trusting their lives into the hands of their employers. Probably this may change
the contractual agreement between them. It is up to various countries or on the
global decision to conclude who bears the risk of diagnosed COVID-19 patients
in the workplace.

While some countries are in the dormant period, others are now hitting the
peak. In as much as movements haven’t been limited, there is a difficulty to tell
when the virus will be said to have come to an end. Although our focus, China,
for some period didn’t record cases in some provinces after a while, there is no
evidence of concluded eradication of COVID-19. This was speculated to be the
cases of persons who have either not fully recovered, had a dormant temporal
virus, system failure, etc. The perceptions about COVID-19 which haven’t been
certified make it difficult to conclude if the virus by far will be considered a
permanent one or a completely eradicated virus. Currently, the virus identified
as a global pandemic has been tackled by the world health organization (WHO)
globally enforcing some measures (social distancing, constantly washing hands
under running water with soap, preventing handshakes and not touching the
face with hands, wearing facial masks if in public and above all staying at home
if not for very important and necessary reasons) that must be implemented in
various countries. These measures may be challenging to adhere to if not for fi-
nancial reasons, meeting economic demands, and others. Therefore, e-commerce
concepts will be considered during and after the scene of COVID-19 in most
business centers since the preventive measures exhibit their features.

In Figure 1, we discussed the industrial perspective demand for human and
technological capital before and during COVID-19 pandemics. Proposing from
E-commerce, almost all businesses operate under the following:

1) Click: Where businesses operate totally on a virtual space. Performing on-
line services such as after-sales service that are delivered to third parties who
does not need face to face communications. For example, medical doctors creat-
ing stores online to purely service customers and recommend drugs.

2) Click and Mortar: Where businesses operate with an online system and
physical existence of shops. Here customers are serviced both on face-to-face in-
teraction and online services. Example banks

3) Brick and Mortar: Where businesses exist solely on physical existence and
need only a face-to-face interaction before transactions can take place. An ex-
ample is the local farmers who have no idea of technological advancement due
to the digital divide.

We, therefore, classify all business under either of the following and convey
our findings for the implementation in the COVID-19 periods and afterward
expectations.

1.3. Conceptual Perspective (prior, during and after COVID-19)

The future, after COVID-19, is not determined. Uncertainty in business models,
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Almost all industries have features described
under either of the following: ‘Click’, ‘Click
and mortar’, ‘Bricks and mortar’. Although,
the era is gradually eradicating purely Bricks

and mortar.
Prior COVID-19 Reduced job:
Fear of risk in
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Figure 1. Industrial perspectives: demand for human and technological capital. Source: by Authors.

economic and financial decisions. A treat to economic performance, countries’
decisions, and the world at large. From the framework, we present three differ-
ent stages. Stage one encompasses the prior COVID-19. In this stage, industrial
perspectives and operations were running solely on morta and automation, click
and virtual, and click and morta. Also, at this stage, there was increasing contact
of persons, and job creation was within the average standard. The second stage is
where COVID-19 existed. At this stage, initially, there was an increase in auto-
mation and reduced human performance. Also, there was an increase in the de-
mand for internet connection since one best way to mitigate the virus was less
contact. This increased social distancing. The final stage is the future after
COVID-19. This stage is uncertain and is the basic building block for this re-
search. Thus, the uncertainties that arise as the shot-downs are observed on the

economy at large.

2. Theoretical Perspective

The newness of the virus outbreak has been a bottleneck for experts and re-
searchers in determining which or what theories are best applicable in the scene.
However, we based on the various paths of countries that were earlier destructed
by the pandemic in proposing the following theories. Considering the early De-
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cember, the virus’s origin was unknown till late January and early February. At
this point, the scenario was just like a comedy although the breeze of it was
blowing hard through China, Italy the United States and the likes. Its description
of outlying crown-like pins led to the origination of the name coronavirus (She-
reen et al., 2020). Their miniature disposition contains a nucleic material with
one-stranded RNA having between 26 - 32 kbs in length. The subgroupings of
coronaviruses comprise the H5N1 influenza A, HIN1 2009, Middle East respi-
ratory syndrome coronavirus (MERS-CoV), and severe acute respiratory syn-
drome coronavirus (SARS-CoV). Coronaviruses, just before the world expe-
rienced a severe acute respiratory syndrome (SARS) outbreak in 2002, were only
known to infect animals (Zhong et al., 2003). The brutality of coronaviruses can
progress into acute respiratory distress syndromes, sepsis, septic shock, and se-

rious pneumonia which may cause death (Alexandria et al., 2016).

2.1. Capital Allocation Theory

In dealing with monetary theory, individual perceptions are always kept in
mind. Thus, on average the individual is concerned with the consumption of
goods. Capital theory, in its basic foundation, seeks to develop the optimal allo-
cation of resources over time. Basically, earlier fatalities of the pandemic proba-
bly caused China to adopted the concept of deploying capital resources to opti-
mally allocate the situation under rational conditions while ensuring a lockdown
strategy. According to Hjelmgaard et al. (2020), they implemented subsidy theo-
ries that were related to research and development (R&D) on cure and preven-
tion, subsidy on goods and basic amenities, subsidy on transportation for essen-
tial and necessary movements, subsidy on medications related to COVID-19,
subsidy on hospital facilities, etc. (Hjelmgaard, Lyman, & Shesgreen, 2020). They
also considered halting specific policies that were subsidy related. Although they
do not have an immediate concern on the pandemic such as subsidy on the
production of goods and services that is not a necessity; building electronic ve-
hicles, production industries were equally on lockdown while they observe the
cases over periods. These were capital related activities which were economic
factors that will contribute to gross domestic product (GDP) within the shortest
possible period. However, the expert’s analysis forecasted the benefits of the
immediate lockdown to be over and above the future benefits that will be ac-
crued to the country in the long-run if lockdowns are not implemented. Thus
lockdown restrictions have an unfortunate implication on capital allocation at
the initial stage, and its benefits outweigh the long-run costs and vice versa. Si-
milarly, Italy observed the same restriction conditions and it turned out as a
good result. In a nutshell, these processes were meant to ensure the following:
reducing the rate of spread, curing the already existing cases, and apparently,

eradicating the situation.

2.2. Signaling Theory/Information Asymmetric

In a perfect system, at any given time, decision-makers are said to be rational
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and that decisions incorporate all the available information about that system.
Thus, experts, at the country level, firm-level, and even individual homes are
said to have the same information about the prospects, opportunities, and chal-
lenges. Their decisions are reflected in all their activities. However, the systems
are not perfect due to information asymmetry between countries in the case of
COVID-19. Presidents, ministers, and other heads of states tend to have better
information about the countries and are also perceived to make individual deci-
sions or apply specific policies estimated to intended or conceal the country’s
actual economic benefits.

We argue heads of states have better information about the countries perfor-
mances on the international market and therefore, send signals of favorable
conditions to the people of that country. To encourage these acts, heads of states
have some incentives to help them voluntarily disclose additional information as
a signal to promote others in handling cases of this within the pandemic period.
This will help to attract and strengthen the bilateral relationship between coun-
tries since relationships could be defined beyond trade agreements. Some coun-
tries can manipulate and send attractive information due to information asym-
metric, and this may necessarily not only help the other party but also to streng-

then relationships.

2.3. Adoption Theory

This theory examines the choices an individual makes to accept or reject a par-
ticular innovation. Apparently, adoption is not only the choice to take an inno-
vative act but also how to incorporate/integrate a particular innovation into an
existing system in the appropriate context. Adoption theories have come out of
numerous fields including medical health, education, sociology, etc. with eco-
nomics and finance inclusive (Hall & Loucks, 1978; Deffuant et al., 2005; Rogers,
1995). We suppose the current pandemic and its intricacies can be mitigated us-
ing adoption theories. Thus, the various curbing processes available in neigh-
boring countries can be a learning procedure for countries that are still in the
situation. These models can be adopted based on the following strategies Rogers
innovation diffusion theory, concern based adoption model, technology accep-
tance model, and the united theory of acceptance and technology as discussed in
the research of (Rogers, 1995). We propose that the individual country level
considers the concern-based adoption model while keeping the technology ac-
ceptance model in mind. However, from a global perspective, the unified theory

of acceptance and technology models should be considered.

3. Analysis and Discussion

This article intends to first, study how China’s bilateral relationship is distorted
due to COVID-19. Secondly, we examined the economic and financial diver-
gence in the Chinese system from capital perspectives and finally considered the

changes in various industries that are affected directly as a result of the
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COVID-19 outbreak and its distortion in the business model.

In the quest, we found that COVID-19 emerged in late 2019 but early 2020.
Due to its unfamiliar nature, first hitters struggled with preventive and control
measures leading to more significant expenses on capital. While most of its fea-
tures were realized in the latter days of the second month in 2020, most busi-
nesses and production centers were contaminated; therefore, a lot of fatal cases
were recorded. Lately, did the world realized COVID-19’s mode and rate of
spread was through social gathering; hence, a band on movement in most coun-
tries, making it a worldwide crisis (pandemic). This is again expected to lead to
an economic crisis (inflation). We also found that there is a distortion in the
supply chain system, which extends to trade relationships since dependent
countries could not get delivery from production countries leading to trade dis-
tractions. This is due to specific laws that were seen as mitigations to COVID-19
by reducing spread and infections. Band imposed on most production compa-
nies presented experts to envisage high inflation forecast and reduction in the
economic performances of some countries, therefore, affecting GDP and de-
creasing the standard of living.

We also found that the Chinese government deployed enough capital re-
sources to quicken the process of curbing the hit of COVID-19. Though this
process brought about changes in subsidy policies, it is forecasted to have more
enormous benefits in the future of China if compared to the losses today. How-
ever, the large capital deployed in the process produced positive results serving
as a benchmark for today’s hitters of COVID-19.

Finally, we found that COVID-19 did not just affect a particular industry, but
significantly almost all aspects of businesses were affected. The emergence
brought about changes in business models, practices, and implementations. Al-
though COVID-19 brought about difficulties, it also created a sense of
self-awareness of the centuries in which we are. Thus, technological driven cen-
tury, where technology is a great factor to be considered in most centers than
human capital. Will the world in few years to come need no social (human) ser-
vices? Before, during, and after the COVID-19 pandemic business practices

projects the answer.

4. Conclusion and Recommendation

It is concluded that COVID-19 is a world crisis that brought the second world’s
largest economy to its knee while distracting the decision of the world’s first
economy. However, while capital allocation theories are highly recommended,
most of the COVID-19 victimized countries that are underdeveloped are finding
it difficult to subsidize through capital deploying while ensuring total eradica-
tion of the cases recorded as practiced in China. Also, due to the distortion in
economic performances, certain countries such as Germany, Ghana, the USA,
and the likes are reluctant in considering total lockdown which though is aimed

at ensuring a stable economy its price may be higher as proposed by experts.
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COVID-19 has brought about destruction in the bilateral relationships between
countries and reduced the flow of the supply chain processes. Also, to ensure to-
tal eviction of COVID-19, capital structure amendments need to be implanted
with lockdown procedures while considering the future of economic perfor-
mances today.

Furthermore, business models and practices as of today have changed com-
pared to prior COVID-19. This is not limited to a particular sector but all as-
pects of businesses. For example, the future of the educational industry is indeci-
sive since all “bricks and mortar” before COVID-19 are currently conducted
virtually and seems to support all teaching and learning practices. However, it
has strengths, weaknesses, opportunities, and threats (SWOT) which need expert
analysis.

Overall, we consider the COVID-19 pandemics, emergence, features, and
proposed mitigations to convey certain practices that will produce successful re-
sults to countries in their early, middle, and late stages of the pandemic. This is

highly recommended for Africa, Asia, America, Europe, and Australia countries
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