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The Impact of COVID-19 on Contact and Non-Contact Sectors
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Abstract The COVID-19 pandemic crisis caused a significant economic downturn that extended beyond
public health and disease prevention. The impact of the economic downturn varied across industries
depending on their business structures, possibly making them susceptible to widespread infectious
diseases. This study analyzed the effects of the COVID-19 shock on the revenue of different industries
categorized by Korean Standard Industrial Classification into contact and non-contact sectors. This
research used firm-level data from the KISVALUE database and conducted panel regression analysis at
a quarterly frequency, controlling for heterogeneity based on the firm size. The study examined the
changes in revenue after COVID-19 for each group and the difference in revenue growth rates relative
to their benchmark industry during the pandemic crisis. The main findings are as follows. First, contact
sectors experienced an average 24%p lower revenue growth rate than the non-contact sectors. Second,
the revenue growth rate of contact sectors in 2020 decreased by 23.07%p compared to that in the fourth
quarter of 2019. Third, the transportation, education, arts, sports, and recreation-related services
exhibited significant revenue declines compared to the manufacturing sector. These affected industries
were in the contact sectors, and arts, sports, and recreation-related services particularly experienced

substantial declines in revenue.
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Fig. 1. Industrial and service product indices
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Table 1. Real sales growth of industries during the Pandemic crisis(%, year-on-year change)

Average Real sales growth in 2020 Real sales growth in 2021

mnn | o] oo ae o]

Agriculture, forestry and fishing 2,387 -20.71-22.3|-20.0| -3.8 |-16.7| 2.0 | 0.6 | -1.3 | -1.6 | -0.1

Manufacturing 839,897 1.4 | -481|-33|-24|-23| 7.3 |14.7|13.8|16.3 | 13.0

Electricity, gas, steam and water supply 33,086 -3.4|-57|-73|-87|-63|-38| 00|27 | 76| 16

Sewerage, waste management, n.la.t'.erials recovery 606 453 15 |-25|-601961 05|53 |11.8|175]| 88
and remediation activities

Construction 57,388 -10.8(-17.1{-17.2|-10.9|-14.0| -1.1 | 44 | 5.2 | 9.5 | 45

Wholesale and retail trade 88,709 -6.6 [-12.6|-12.6|-11.2|-10.8| 3.6 | 12.3| 14.0 | 159 | 11.4

Transportation 47,543 -7.0 |-18.6(-23.0(-20.1|-17.2| -1.3 | 18.8 | 30.0 | 34.4 | 20.5

Accomodation and food service activities 5,110 -7.8 |-11.1|-10.9|-11.5|-10.4| 7.6 | 5.6 | 17.8 | 15.4 | 11.6

Information and communications 108,993 44 1-01]-1.2]-1.2| 05 | 41 | 43| 45| 50 | 45

Professional, scientific and technical activities 52,627 30.3 | 23.5 | 27.4 | 0.3 | 20.4 |-29.8|-25.4|-24.0| 6.7 |-18.1

Business facilities management and business support 23.415 37 |-11.0]-12.4|-11.9] -0.8 |-11.6| -3.7 | 0.1 | 04 | -3.7

services

Education 5,137 -3.71-69|-7.7|-62|-61]|16.3|19.4 |20.0 | 18.4 | 18.5

Arts, sports and recreation related services 6,651 -26.5|-54.7|-62.0|-63.1|-51.6|-62.7|-18.8| 4.6 | 14.9 |-15.5

Total industries 1,273,189 -02|-64|-58|-51|-44| 39 |113|11.7|151]105
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Fig. 2. Real sales growth across contact and
non-contact sectors
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Table 2. The effect of the Pandemic crisis on contact
and non-contact sectors

Contact sectors | Non-contact The difference
time (;2 sectors ()/; */;6

2020.Q1 —0.1764*** 0.0131 -0.1895***
2020.Q2 -0.2380™** -0.0290 —0.2090***
2020.Q3 —0.2229™* -0.0262 -0.1967**
2020.Q4 —0.2856™* 0.0211 -0.3067***
2021.Q1 -0.0437 0.0477 -0.0914
2021.Q2 0.0590 0.1113% -0.0523
2021.Q3 0.1022 0.0760™* 0.0263
2021.Q4 0.0838 0.1059™* -0.0221

N 699 16841 17540
adj. R? 0.4331 0.0612 0.0681

o, and B4 are from Eq. (1) and Eq. (2), respectively;
* p<0.1; ** p<0.05; *** p<0.01
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HAAEE AAT 20199 1/48717E9 ARES o1&
ste] cheel BEYE Fsiant
Yy =yt a0 + Dimeq, +¢&; 3)
Yy = Byt a0 +Dt,timeﬂQ @
+ (B3 + a8, + DBy ) DI e,
where j denotes the index for a firm and ¢
represents time. y; is the year-on-year real sales
growth of a firm j at time ¢ and =z, is the
year-on-year employment growth of a firm j at
time t. § and ¢, are respective error terms. D

denotes a dummy variable.

Eq. 3)2 ZF A ZEESS Ul 4
e FHFE =2 o ARESIla, wHA
9] #EES FH3Hpooling)st] 9T W= Eq. (D&
AHESEIT). Eq. 3)F 28] Eq. @olAE 4
& DML e AuusE 7| woag WHe
(interaction terms)E°] Z3E ], olE &3l 7|&0]
== skl 4da o E AE A E 1Y WiE S
atol7t BARCOR {FI3t A HIAES 4= itk

Fig. 3& Eq. )9 54 20255 7 7199 SA
Ao W o]AE BAlSt] =&3% A4 viE St
9 AR HeA(fitted value)s HoIF Qltt. Fig.
39 A1GojA i ARle g BRE 259, wSAH|
A%, dlg, Axx 9 o7} I AHIAYSY] HE 57
gH] A4 W& F7ReE Uitk e A2dat
A3 v 4o BRE A #E9 AE &
ofF1 Ut} Fig. 39 W& F7He Fol& BoiA ¥
A 9 EdiE 4R 2 WeldE Z2UH19 F249Y
FaFol Z7] tE 4AdE 2ol v AdE & 5 Utk
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Fig. 3. Real sales growth across industries
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Table 3. The effect of the Pandemic on industries over time

time | G in© | in® | %in® | ainG|ain@| agind|ainM|ain®|ain®]|aqin®
2020.Q1 0.0166 -0.0512 -0.1583 -0.0330 | -0.2109™* | -0.0281 0.3035 -0.0552 -0.1679™* -0.2949
2020.Q2 -0.0167 -0.1250 -0.1249 0.1060 -0.2933** | -0.0573 0.0195 -0.2241* | -0.1878** | -0.5504**
2020.Q3 0.0037 -0.1304 -0.1056 0.0451 -0.2771%* | -0.1191** 0.0597 -0.2768* | -0.1684** | -0.6010***
2020.Q4 0.0427 -0.1501 -0.2345 0.0258 -0.2422** | -0.0373 0.2763 -0.3358* | -0.1894™* | -0.6266™**
2021.Q1 0.0695 0.1315 -0.3722** 0.0322 -0.1594 0.1010 0.1140 -0.4343™* 0.1081 -0.5146**
2021.Q2 0.1024 0.1217 -0.2337 0.2744 0.0159 0.1796 0.2083 -0.0148 0.1393* -0.2646
2021.Q3 0.0753** 0.1477 -0.2930* 0.0614 0.0627 0.1098 0.0432 1.7819 0.1309* -0.1845
2021.Q4 | 0.0973%*** 0.6551 0.4126 0.0243 0.1342 -0.0272 0.1848 2.2333 0.0580 -0.1252

N 11712 111 500 1040 174 2145 1086 159 91 95
adi. R? | 0.0977 0.1642 0.0055 0.2513 0.3017 0.0429 0.0281 0.0179 0.3812 0.2484

@ is from Eq. (3); (C) Manufacturing; (D) Electricity, gas, steam and water supply; (F) Construction; (G) Wholesale and retail trade; (H)

Transportation; (J) Information and communications: (M) Professional, scientific and technical activities: (N) Business facilities
management and business support services; (P) Education; (R) Arts, sports and recreation related services; * p<0.1; ** p<0.05; *** p<0.01

Table 4. The effect of the Pandemic on industries with respect to the manufacturing sector

ime | B in® | Bin® | Bin@ | fsin@ | Bin® | Bin® | fin® | Bin® | Bin®
2020.Q1 -0.0678 -0.1749 -0.0496 -0.2275%* -0.0447 0.2869 -0.0719 -0.1845™"** -0.3115
2020.Q2 -0.1083 -0.1082 0.1226 -0.2766*** -0.0406 0.0362 -0.2074** -0.1711%* | -0.5337**
2020.Q3 -0.1341 -0.1093 0.0414 -0.2808™** -0.1227** 0.0560 -0.2805** -0.1721* | -0.6047***
2020.Q4 -0.1928* -0.2771* -0.0169 -0.2849*** -0.0800 0.2336 -0.3785** -0.2320™* | -0.6693"***
2021.Q1 0.0620 -0.4418** -0.0373 -0.2289* 0.0315 0.0445 -0.5038™* 0.0385 -0.5842"**
2021.Q2 0.0193 -0.3361** 0.1720 -0.0865 0.0772 0.1059 -0.1172 0.0369 -0.3670*
2021.Q3 0.0723 -0.3683™** -0.0139 -0.0127 0.0344 -0.0321 1.7065 0.0555 -0.2598
2021.Q4 0.5578 0.3153 -0.0730 0.0369 -0.1246™* 0.0875 2.1360 -0.0393 -0.2225

N 11823 12212 12752 11886 13857 12798 11871 11803 11807
adj. R2 0.0977 0.0882 0.1119 0.0983 0.0888 0.0837 0.0939 0.0972 0.0977

B5 is from Eq. (4); (D) Electricity, gas, steam and water supply; (F) Construction; (G) Wholesale and retail trade; (H) Transportation;

() Information and communications; (M) Professional, scientific and technical activities: (N) Business facilities management and business
support services; (P) Education; (R) Arts, sports and recreation related services; * p<0.1; ** p<0.05; *** p{0.01: The sample for each
column includes firms in both the corresponding industry and the manufacturing sector.
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