Figure 1.0 [image: Redundancies]
(2020). Unemployment rate: How many people are out of work?
Available at: https://www.bbc.co.uk/news/business-52660591. 

The Global Challenges To Businesses Caused By Covid-19

Introduction
Coronavirus was first reported in Wuhan China on the 31st of December, and later was announced as a global pandemic on the 11th of March “COVID-19 can be characterized as a pandemic” (World health organisation, 2020). The UK then went into lockdown on the 16th of March 2020. Covid-19 has created many global challenges for businesses this year, it has had a massive effect on how businesses are run and if they are even running at all. The pandemic has been brutal on the economy and has really affected the business sector, forcing businesses to temporarily close and some businesses to close for good. “11,120 chain store outlets shut between January and June, according to research by the Local Data Company and accountancy firm PwC.” (Simpson. Business correspondent, BBC News 2020).









Increase in unemployment 
Covid-19 has seen governments lock down countries resulting in an increase in redundancies as shown in Figure 1, and unemployment, (King, 2020) said “unemployment rate - for July to September - was 4.8%, according to the Office for National Statistics (ONS). That is an increase of 0.7% over the previous three months and meant that 1.62 million people were unemployed.” This could cause a global challenge to businesses because households will now have a lower income and they are more likely to fall into poverty. If people fall into poverty this will result in a decrease in people spending money so sales will decline. Therefore, the economy will slow down. However, some businesses could see a benefit from this because people will turn to sourcing cheaper alternatives. So, things such as supermarket sales on own brand goods will increase, this will benefit the manufactures of these low-cost products. But due to the uncertainty of the future, hiring rates will have had to also slow down and no new businesses will be opening causing a lack of jobs in an ever-growing population. 




Businesses which have benefited
Although Covid-19 has brought some businesses to a sudden halt, it has also opened up new businesses and created more business for those that were maybe quiet before. For example, with people afraid or unable to leave their houses for supplies due to self-isolation, there has been an increase in the number of takeaways consumed. (Haill, 2020) said “Anyone who has to stay at home will be relying on Just Eat and Domino's to keep them fed” so the takeaway industry has really benefited from the lockdowns. Another example is the increase in the demand for cleaning products and personal hygiene products. Those making Personal Protective Equipment and things such as rubber gloves, face coverings and cleaning equipment have also seen a massive increase in demand, due to the new guidelines put in place by the government. Online entertainment such as Disney+ and Netflix will have also benefited from the pandemic, as the need for entertainment at home has increased due to the closure of cinemas and other entertainment facilities. Businesses with an online presence and online shops have likewise seen an increase in sales from the lockdowns. All non-essential shops were forced to close which meant people took to online shopping as a way of getting hold of these items that had been deemed unessential. Pharmaceutical businesses too took a spike in demand, people took to panic buying items. This however meant there was a sudden shortage of certain pharmaceutical drugs posing more of a challenge rather than a gain. “This COVID-19 related shortage also affected the health market for medical devices and personal protective equipment” (DARU J Pharm Sci, 2020). This shortage of PPE due to the restrictions on exporting and importing products lead to healthcare staff being ill equipped to cope with covid-19 patients.
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Effects of Covid-19 on pubs and restaurants 
During the first lockdown all non-essential shops had to close meaning that their income stopped completely. Even when lockdown restrictions were relaxed pubs and restaurants had a curfew of 10pm, for pubs this was hugely detrimental to their business, because they have a shorter opening window which made things harder for them financially. “Monica Berg and Alex Kratena, owners of independent London-based Tayēr + Elementary bar and restaurant, said businesses like theirs take 70% of revenue after 10pm” (Menendez 2020). Those people on an hourly rate pay were also deeply affected by this 10pm curfew as their hours were cut short, this also will have an effect on poverty rates and the economic health, posing as a global challenge to businesses in this sector. Although the 10pm curfew wasn’t as challenging for restaurants as it was for pubs, restaurants did also suffer when the lockdown rules were relaxed (Gursoy & Chi 2020) said “A large portion of individuals (over 50%) are not willing to dine in at a restaurant immediately”. People are afraid to dine in because it means sitting in a not so ventilated space for a large amount of time with other members of the public, this has had a huge effect on the economy of these businesses knocking profits back even more.







Effects on the GDP and fear of a possible recession 
Covid-19 has also affected the value of goods produced in a country, gross domestic product (GDP), the graph in Figure 2 shows the expected decrease in global GDP. “Monthly GDP in June 2020 was 17.2% below the level of February 2020” (Stephens. et al, 2020). The decrease in GDP means we could fall into a recession, which means unemployment will increase. It also has implications on consumer spending patterns which affects the economy. A bad economy means that businesses profits drop which in turn lowers stock prices. The GDP will influence a person’s decision whether to invest in a company or business, if the GDP is falling then there will be less investors. With less investors companies will not be able to develop and become more profitable, this could result in vulnerability and the closure of businesses. The fear of recession is related to the major shrink in the economy “global economy will shrink by 5.2% this year. That would represent the deepest recession since the Second World War” (The world bank, 2020). With economy shrinking and a recession looming, there will be less job opportunities and more people being made redundant. This poses as a global challenge for businesses because, due to them being less profitable they may not be able to afford to employee the correct number of staff needed for the business to effectively run.















Uncertainty and Covid-19 measures
Another global challenge caused by covid-19 for businesses is the uncertainty of the scale and period that it will go on for. This could put people off continuing with their small business because funding and profits are uncertain and could also put people off starting up new businesses. The uncertainty of the length of this pandemic, also causes businesses to consider how to fund the new way of working, and being able to remotely engage employees to keep the level of work up to a certain standard. Businesses have had to put in measures to help prevent/slow down the spread of Covid-19. “Over 76 per cent of businesses in the UK have seen a substantial increase in operating costs, as a result of implementing COVID-secure measures” (This week in FM, 2020). The costs of these measures have had a massive impact on businesses and has been the reason some small businesses have been unable to reopen. Some of the measures required include, putting in clear signage for social distancing purposes, signage for the use of masks and putting sanitising stations in. Restaurants and pubs have had to rearrange seating areas indoors and outdoors to maintain social distancing measures, meaning they can’t have the same volume of customers as they could have previous to Covid-19, consequently this will be having an impact on their income and profits. Physical barriers have also been put in place in shops restaurants, salons, etc to help protect staff and customers and ensure that social distancing is achieved.







	


Benefits to the temporary reduction in globalisation
The reduction in globalisation could be beneficial to some of the small developing countries which have lost their productive capacities to china or other more developed countries. Globalization has also been held responsible for the lack of cultural diversity; Covid-19 has temporarily reduced globalization meaning that the cultural diversity has a chance to be restored. Another beneficial factor to the sudden halt of importing is it has had a positive impact on the environment, it has essentially given it a break. (Pettinger, 2019) said “One problem of globalisation is that it has increased the use of non-renewable resources. It has also contributed to increased pollution and global warming.” Because of the border closures globalisation had to come to a halt and this halt had a huge positive impact on the environment. There was less non-renewable waste being produced and fewer fossil fuels were being burnt because travel was minimal, airlines cancelled flights, cruises had to cancel trips and most travel within countries was forced to come to a stop. “New York told the BBC their early results showed carbon monoxide mainly from cars had been reduced by nearly 50% compared with last year.” (McGrath, 2020). This change however is short term because as the countries relax their lockdown rules people will be back travelling to and from work and using their vehicles for recreational purposes.

Border closures affecting globalisation and the travel industry
Due to Covid-19 many countries have closed their borders which has affected the flow of goods and people in and out, this has therefore disrupted the global supply chains. (The national geographic, 2020) says “If the pandemic continues for several more months, the World Travel and Tourism Council, the trade group representing major global travel companies, projects a global loss of 75 million jobs and $2.1 trillion in revenue.” This puts a huge strain on the travel industry and has likewise had an effect on the tourism destinations. These tourism destinations are likely to see very little to no profit during the course of 2020. Tourism destinations will also suffer even when border closures are relaxed, because people will still have fears of visiting certain places and lack confidence in traveling to and from the destinations. The decrease in tourism is also resulting in more unemployment and a decrease in GDP especially in the small developing countries which rely on the tourism as a main source of income. This means that it will be these countries which will have suffered the most from the halt on tourism this can be seen in Figure 3. The cruise industry suffered the most, during the beginning of the pandemic and passengers were stranded, because the cruises were unable to dock in border restricted areas. However, it has been suggested that cruise ships will be the safest form of travel in the future “safest form of travel for the future, with coronavirus tests, social distancing and hand sanitizer making vessels a safe haven or bubble” (Marchant, 2020). The borders closing in Europe meant that it was increasingly difficult to import goods from places like China or the USA meaning that the products had to be locally sourced. This could result in a change even when we see the borders reopen, because if we can source the goods ourselves and there is more confidence in the goods sourced locally then there is no need to be importing them over. The global pandemic may have also knocked consumers’ confidence in imported goods. Covid-19 may have caused some consumers to mistrust foreign products as these products may be carrying the virus, this will encourage people to support the smaller more local businesses reducing globalization. Since coming out of the lockdown there have been many campaigns to encourage people to use small businesses and high street shops, to try and help them to stay open and boost local economy, this also may result in globalisation continuing to slowly decrease due to less demand for imported goods.
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Effects of Covid-19 on the property market
During the lockdown there was a rise in people looking for houses away from towns and city centres, houses with bigger gardens and more space. (Norwood 2020) said “Over the longer-term they are now 16 per cent higher compared to the average seen in January and February and are also up 26 per cent on the same week last year”. This was beneficial to the property market, meaning houses were being sold, so house prices could have possibly risen as shown in figure 4, as a result of this the economy was improving for this sector. However, the commercial property market has been hit negatively, because due to the lockdown’s, the small businesses on the high streets for example haven’t been able to pay rent, meaning many high street shops have disappeared. The public also have turned to online shopping and businesses have been bringing in profits in this manner, which could possibly mean that businesses could go completely online saving extra money on renting buildings. During the lockdown many businesses have come to the realisation, that with their employees working from home the work produced is of the same quality so the need for offices may lessen, and businesses may turn towards a more permanent remote work environment, saving money on renting offices. However, this will affect the economy of the property market, (Bloom, 2020) said “if the housing market changes as people look for more suburban and rural properties where they can work from home, there will be less need for office space to work in”. This suggests that although property markets may benefit from people moving out of cities and into suburban areas, they will also be affected by businesses decisions to close shops, and move online and to close offices and work remotely. This causes a challenge to property market businesses.

Working remotely 
During the first lockdown another global challenge for businesses was providing the right equipment for people to work remotely. Businesses were also challenged by the fact that schools and day care were closed, so on top of work and managing a business they also had to manage children and home life, allowing time for home schooling and everyday work life. “Nearly half (47%) of those reported feeling burned out trying to take care of business and household at the same time” (Chacon, 2020). This data shows that although working remotely had some benefits it also proved difficult for those with children and other commitments. Having to also make time for home schooling and just general everyday care, this meant that the work produced won’t have had the same quality as if it was produced in a workplace environment. People will have had to make sacrifices to their work life to enable them to look after, members of their household meaning less work was being completed.
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