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Preface

The Covid-19 pandemic is currently reversing development gains that were achieved 
with much dedicated effort in most parts of the developing world during the last few 
decades. The Covid-19 economic downturn contributed to a rise in global poverty 
for the first time since the early 2000s. Existing inequalities interlink with the 
Covid-19 impacts to intensify the vulnerabilities of low-income communities and 
individuals. Many intertwined factors generate a toxic mix that disadvantages devel-
oping economies and their populations. The unprecedented health crisis in India 
(especially since April 2021) with severe oxygen shortage at hospitals exposed the 
unpreparedness of its public health system. While developed economies can resort 
to significant fiscal and monetary expansion (at a very low cost), developing nations 
face severe liquidity constraints and restricted access to international funds. At the 
same, governments in developed nations reduced their bilateral development assis-
tance reserving funds for their own economies. This lack of international solidarity 
is further exemplified by the unequal distribution of vaccines globally.

The media’s portrayal of the Covid-19 pandemic in developed countries is 
largely skewed towards highlighting domestic health developments and policy 
responses. In an ever-interconnected world, however, isolationist reactions are 
unlikely to provide solutions to global health problems that will prevent the further 
mutation of the virus and its rapid spread across national borders. Similarly, protec-
tionist measures and curbed international aid are likely to slow down the pace of the 
global economic recovery. This is a book written by development specialists to 
explicitly discuss how the current pandemic influences international development 
debates and to reflect on the specificities of developing countries and the challenges 
they currently face. Its novelty lies in being the first book that explains the multifac-
eted implications of the ongoing Covid-19 pandemic for international development 
from a social science perspective. It is the outcome of a collaborative project 
between scholars based at the International Institute of Social Studies, Erasmus 
University Rotterdam, and other scientists coming primarily from the Global South. 
It is a joint effort to highlight inequalities in Covid-19 vulnerability and expose their 
underlying causes. Each chapter focuses on a specific field of international develop-
ment and examines how the current pandemic amplifies pre-existing challenges and 
grievances.



vi

We wrote this book having in mind the interested but not necessarily specialist 
reader  – we analyse key issues in a simple and comprehensive manner, without 
resorting to technical language or assuming prior knowledge of the field. We expect 
that the book will be particularly helpful for students in economics, political sci-
ence, anthropology, international relations, geography and international develop-
ment, who wish to familiarise themselves with the multifaceted implications of the 
Covid-19 pandemic for developing countries. In addition, we anticipate that the 
book will be of interest to researchers and practitioners who want to learn about how 
the current coronavirus pandemic fundamentally reshapes existing debates and pro-
cesses in international development.

The Hague, The Netherlands� Elissaios Papyrakis   

Preface
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Chapter 1
Covid-19 and International Development: 
Impacts, Drivers and Responses

Elissaios Papyrakis 

Abstract  The current coronavirus pandemic fundamentally reshapes existing 
debates and processes in international development. The unprecedented (and rap-
idly evolving) crisis is generating a number of substantial challenges for developing 
economies. Governments in low-income nations often find it extremely hard to cope 
with the increased demand for health services, make prompt decisions and put them 
into action, protect vulnerable segments of society and offer immediate relief to 
affected economic sectors. The current pandemic influences several development 
outcomes (in the domains of poverty/inequality, health, education, migration, for-
mal/informal employment, (de)globalisation, the extractive sector, climate change, 
water and the global financial system).

1.1  �Introduction

Since the first known human infections in Wuhan, China in late 2019, the coronavi-
rus SARS-CoV-2 (responsible for the Covid-19 disease and current pandemic) has 
rapidly spread to almost every single country around the world. There are currently 
more than three million deaths attributed to Covid-19 (and close to 140  million 
infections – although the accuracy of these figures depends largely on the testing 
practices of individual countries). Many developing countries have experienced a 
very large (cumulative) number of Covid-19 related deaths; Brazil, Mexico and 
India, for instance, have reported more than 365,000, 210,000 and 170,000 
coronavirus-related deaths (as of April 2021; detailed information can be found at 
the WHO website: https://covid19.who.int). The limited institutional preparedness 
and poor health infrastructure to deal with the rapid spread of the virus was much 
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encapsulated in numerous pictures of dead bodies lining the streets of Guayaquil 
(Ecuador’s biggest city) in early 2020 (Benitez et al., 2020).

The effects of the pandemic extend beyond the excess mortality attributed to 
Covid-19 infections. Prolonged lock-downs, squeezed public budgets, disruption in 
supply chains and delayed health care for other medical (and mental) problems and 
diseases have all exacerbated a large number of existing developmental challenges 
(Oldekop et al., 2020). Lack of institutional preparedness and budget constraints, 
inadequate infrastructure and limited access to information and public resources 
constitute a toxic mix that amplifies both health and economic vulnerability (as well 
as reinforce existing patterns of inequalities across and within countries). Many of 
the global poor work in the informal economy and are, hence, especially vulnerable 
to restrictions in mobility (and have found themselves with hardly any means to 
help buffer the economic shocks and income loss; see Narula, 2020). The combina-
tion of the pandemic and widespread poverty has aggravated food shortages and 
heightened economic insecurity for vulnerable individuals and communities.

The current coronavirus pandemic fundamentally reshapes existing debates and 
processes in international development (Loayza & Pennings, 2020). Governments 
in low-income nations often find it extremely hard to cope with the increased 
demand for health services, make prompt decisions and put them into action, protect 
vulnerable segments of the population and offer immediate relief to affected eco-
nomic sectors (Gerard et al., 2020). While all of us battle the pandemic at home, it 
is equally important to oppose isolationism and avoid losing sight of what happens 
in other (more vulnerable) parts of the world. Vaccine nationalism not only imposes 
an unfair disadvantage on developing nations (which often are unable to afford pref-
erential agreements with pharmaceutical multinationals) but also fails to prevent the 
further mutation of the virus and, hence, protect global health (Gastrow & Lawrance, 
2021). There is a need for an in-depth critical discussion on how the current pan-
demic negatively affects multiple development outcomes (e.g. in the domains of 
poverty/inequality, health, education, migration, informal employment, (de)globali-
sation, the extractive sector, climate change, and the global financial system) and, in 
effect, reverses earlier development gains for the global poor.

1.2  �Structure and Intellectual Contribution of the Book

While the Covid-19 pandemic has been affecting all countries around the world 
(both directly through its health impacts and indirectly through its negative income 
and trade shocks), there are a number of associated threats that are more pervasive 
and pronounced for vulnerable low-income groups of individuals and countries. 
The objective of the book (and, more generally, the common purpose of its eleven 
complementary chapters that follow) has been to highlight these inequalities in vul-
nerability and identify their underlying causes. It aims at presenting the multifac-
eted short and long-term impacts of the pandemic on developing economies, 
vulnerable communities, and international markets and relations more broadly. 

E. Papyrakis
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Each chapter focuses on a specific field of international development and examines 
how the current pandemic amplifies pre-existing challenges and grievances.

Chapter 2 discusses the fundamental weaknesses of the international financial 
and fiscal system in responding to the challenges of the Covid-19 pandemic. While 
developed economies can resort to significant fiscal and monetary expansion (at 
very low cost) to protect livelihoods, developing nations face severe liquidity con-
straints to do the same for their citizens. Additional financial support for low-income 
countries provided by the IMF and the World Bank has fallen well short of funding 
needs and is fraught with policy conditionality working against speedy economic 
recovery. Donor governments also did not step up to the plate as flows of official 
development assistance (ODA) fell amidst the pandemic. This is severely inhibiting 
not only the protection of livelihoods in developing countries, but also their capacity 
to save lives threatened by the pandemic as their health systems remain severely 
underfunded and means are lacking to secure access to vaccines. The chapter under-
pins several reform proposals to structurally increase international financial response 
capacity to deal better with future shocks and crises, including a. setting up proper 
mechanisms for international tax coordination and sovereign debt management, b. 
reforming policy conditionality linked to international development finance, and c. 
issuance of true international liquidity (in the form of IMF special drawing rights) 
to leverage vast amounts of additional development finance, not just to respond to 
the economic consequences of COVID-19 but also to meet the additional invest-
ment finance requirements for achieving the Sustainable Development Goals.

Chapter 3 proceeds to analyse the potential effects of the pandemic on globalisa-
tion through three lenses: namely, the economic, social and political aspects of our 
global interconnected societies. Across all three dimensions, the pandemic has 
reduced the extent of globalisation by diminishing international trade volumes, con-
straining tourism opportunities and international mobility, and prompting in some 
cases isolationist political responses. However, any deglobalisation process is likely 
to be relatively modest with evidence already pointing to a quick recovery and 
reversal to the pre-Covid-19 situation. Earlier pessimistic scenarios pointing to a 
repetition of a drastic deglobalisation similar to the one of the 1930s seem to be 
unfounded. To a large extent, the pandemic even highlighted the importance and 
need for global concerted action and coordination for problems that transcend 
national borders.

One of the most visible aspects of globalisation has been the increasing move-
ment of people across national borders; in recent decades, thousands of migrants 
travelled very far, crossing multiple borders in search of safety and a better future 
(and, in this way, contributed to the multi-ethnic and multicultural mosaics of our 
modern societies). Chapter 4 provides an in-depth analysis and reflection on how 
the current pandemic has impacted the lives of migrants by probing into several 
health and socio-economic effects. The research is based on 18 interviews with 
representatives of Ethiopian and Eritrean migrant communities and organisations in 
the Netherlands. It becomes apparent that migrants are particularly vulnerable to the 
negative shocks and impacts of the pandemic. Their employment in temporary and 
precarious jobs, large distance to family members and friends still based in their 
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countries of origin and uncertainty about the future all magnify the coronavirus-
related challenges these communities face. Language barriers prevent many 
migrants to fully access important information on Covid-19 prevention and treat-
ment (and more broadly about health and social benefits). The chapter also explores 
in detail issues of gender and discusses how the gender-based division of labour 
within migrant households disadvantages disproportionately women (and more so 
during the times of the pandemic).

Chapter 5 discusses the consequences of the Covid-19 pandemic for economic 
inequality, both within and between nations. Typically, negative economic shocks 
and severe recessions are associated with rises in income inequality (given the 
higher vulnerability of the poor). This is both due to the disproportionate effect of 
economic contractions on unskilled labour and informal employment, as well as the 
limited access of poorer segments of the population to health services and informa-
tion. In addition, the high degree of labour substitutability (as a result of technologi-
cal advancements in automation and artificial intelligence) keeps wages suppressed, 
in contrast to earlier pandemics that induced labour scarcities in relation to other 
production factors. Worldwide, the relatively mild impact of the pandemic on 
China’s economy will likely increase the population-weighted global inequality. 
The implications are likely to extend beyond the immediate economic realm; exces-
sive inequality will likely undermine liberal democratic governance and increase 
populism both in developed and developing economies.

Chapters 6 and 7 concentrate their attention to the Covid-19 impacts on the for-
mal and informal labour markets. Chapter 6 first discusses the possible repercussion 
for formal employment. The coronavirus pandemic resulted in a dramatic contrac-
tion of global economic activity, with potentially devastating effects for the labour 
market. Such labour effects can be the result of reduced labour productivity (due to 
sickness) or diminished labour demand by firms due to heightened economic uncer-
tainty. The chapter provides a systematic review of the recent literature and uses 
meta-analysis techniques (based on 2429 existing estimates from studies focusing 
both on developed and developing economies) to evaluate the short-term impact of 
the pandemic on formal employment. It finds no meaningful impacts on earnings, 
hours worked and (un)employment both for developed and developing economies. 
While these results present a more optimistic picture that one might have antici-
pated, there is a risk that some of the Covid-19 labour impacts may materialise with 
a time lag in the near future.

Chapter 7 deals with the implications of the Covid-19 pandemic for those 
employed in the informal sector. Typically, informal employment is a much larger 
source of income for developing countries; in many parts of the developing world, 
the majority of individuals find employment in the informal sector, which is charac-
terised by precarious working conditions, mediocre income levels and lack of social 
benefits and support. The current pandemic, similar to other earlier major health 
crises and shocks, intensifies the precariousness of working conditions for those in 
the informal economy. Adhering to strict health regulations (e.g. in the form of 
social distancing) implies loss of income for most informal workers. Many decide, 
nevertheless, to ignore Covid-19 rules in order to secure some minimum income for 
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their survival, at the risk of infecting themselves and their families. For the vast 
majority of informal workers, who are characterised by low educational attainments 
and limited connection to formal employment networks, the transition to formal 
employment is almost impossible (especially during periods of severe economic 
contraction and higher unemployment rates). Women, younger individuals and 
workers from ethnic minorities are particularly affected by the Covid-19 pandemic 
and its impacts on informal employment.

Chapters 8 and 9 focus on the health and educational impacts of the Covid-19 
pandemic. Chapter 8 pays attention to the indirect Covid-19 related deaths, as a 
result of the pandemic worsening health conditions for young children and prospec-
tive mothers, as well as HIV, tuberculosis and malaria patients. The economic costs 
of these health impacts, together with the cost of delayed health care, can have 
substantial repercussions for the economic growth of many developing countries. 
The economic cost of Covid-19 associated reductions in regular hospital discharges 
can be close to a 1% GDP loss for Sub-Saharan economies (as in the case of Ghana 
and Sierra Leone). For this reason, wealthier economies and international organisa-
tions need to provide generous financial support towards developing countries that 
will both directly reduce the rate of Covid-19 mutations and infections, as well 
provide uninterrupted health services for pre-existing health problems and diseases.

Chapter 9 probes into the educational effects of the pandemic, paying particular 
attention to the specificities and institutional weaknesses of developing economies. 
It examines in detail the disruption of recurrent (or prolonged) lockdowns and social 
distancing to educational services. This disruption is not a mere inconvenience but 
can also deactivate learning engagement and result in a loss of already acquired 
knowledge – it can also generate a significant loss of interest in education, which 
subsequently increases school absenteeism and desertion. In the longer term, this 
disruption can bring about reduced employment opportunities and diminished social 
cohesion. The authors include an in-depth case study based on data from Latin 
America, highlighting the unpreparedness of many countries in adopting digital 
technologies and switching to online education. This digital gap also takes place 
within countries, with vulnerable communities and poorer households lacking 
access to new technologies and skills. As a result of this, the pandemic is currently 
reversing prior progress in the domains of educational quality and poverty 
alleviation.

The last three chapters of the book link the ongoing pandemic with natural 
resource management across three dimensions: the extractive industry, climate 
change and water. Chapter 10 discusses how the presence of extractive industries 
influences the resilience of indigenous communities to external health shocks (as in 
the case of the Covid-19 pandemic). The study pays particular attention to the chal-
lenges posed by Covid-19 for indigenous populations in the Amazon. These are 
communities characterised by high poverty levels and very limited access to health 
services due to their remoteness. The arrival of extractive industry and external 
employment has several negative repercussions for the ability of these communities 
to cope with Covid-19 (and more broadly with external threats). It has deprived 
them of the ability to regulate human movement and limit contact with outsiders. At 

1  Covid-19 and International Development: Impacts, Drivers and Responses
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the same time, exposure to extractive activities (and the market economy more gen-
erally) gradually erodes ancestral knowledge on traditional medicine and health 
practices (which is often the sole protection against diseases given the widespread 
lack of access to alternative health facilities). This is the outcome of a general deep-
rooted ‘extractive imperative’ that promotes mineral extractions as a necessary 
component of national development, even when this comes at the expense of indig-
enous communities and their rights.

Chapter 11 focuses on the Covid-19 pandemic and its implications for global 
warming and associated climate policies. As a result of the current economic down-
turn and restrictions in mobility, there has been a significant (but likely temporary) 
drop in carbon emissions. While environmentalists and climate scholars have wel-
comed this decline in greenhouse gasses, there is a need to devise a long-term strat-
egy that ensures a more sustained transformation towards a relatively carbon-free 
economy. Along these lines, governments and international organisations need to 
ensure that there is no reduction in funding towards climate change mitigation and 
adaptation (either as a result of budget cuts or diversion of funds towards other 
objectives). Responsibility naturally also lies with each individual. The pandemic 
offers a unique opportunity to reflect on our current unsustainable lifestyles and 
incentivise behavioural changes that improve our collective well-being and safe-
guard climate stability (and protection of the natural environment more broadly).

Chapter 12 probes into the linkages between the Covid-19 pandemic and the 
water sector, paying particular attention to how the ongoing health crisis exacer-
bates pre-existing problems and challenges. Limited access to clean water and sani-
tation has been a chronic problem in many developing countries, but also for 
vulnerable communities in wealthier nations. The pandemic and limited access to 
water can lock vulnerable individuals in a reinforcing vicious circle, where water 
scarcity leads to higher infection rates, poor health, constrained abilities to earn 
income and a further reduced affordability of water services. At the same time, poor 
water governance and other combined factors have increased food import depen-
dency in many parts of the world; the current disruption by the pandemic to global 
supply chains and trade has introduced a heightened risk of food shortages for these 
countries. For these reasons, both more macro-scale policies are urgently needed 
that safeguard the uninterrupted provision of funds for the water sector (in the form 
of public/private investment, international aid and support for water utilities), as 
well as more micro-scale interventions that incentivise positive behavioural changes 
regarding water use and sanitation.

1.3  �Some Key Messages

While each of the book chapters has a distinctive thematic focus, jointly they allow 
us to draw some common key messages regarding the Covid-19 impacts on devel-
oping countries and appropriate responses.

E. Papyrakis
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Message 1. Many of the global poor work in the informal economy and are, hence, 
especially vulnerable to restrictions in mobility. The current pandemic has inten-
sified the precariousness of their working conditions and severely reduced their 
income. Their vulnerability is further enhanced by their inability to access formal 
relief funding and other related social protection benefits. Formal employment, 
on the other hand, appears to be much more resilient. (Chaps. 5, 6 and 7).

Message 2. Vulnerability is further enhanced by unequal access to information. 
Poorer communities and individuals often face restricted access to vital informa-
tion, both in relation to Covid-19 prevention and treatment, as well as with 
respect to the provision of socio-economic support in periods of financial distress 
(Chaps. 4 and 5).

Message 3. Developing countries have fewer means to protect their economies from 
the Covid-19 shock. They are unable to resort to fiscal and monetary expansion 
in order to stimulate their economies and minimise the health repercussions of 
the pandemic (Chap. 2).

Message 4. Linked to the above, the pandemic exacerbates existing inequalities, 
hinders the provision of public goods (locally, nationally and globally) and 
hence slows down (or even reserves) progress towards the Sustainable 
Development Goals (SDGs). Several intertwined factors (the economic down-
turn, increases in unemployment, health impacts, rise in poverty, unequal distri-
bution of impacts, informational asymmetries etc) make it increasingly more 
difficult for developing countries to meet the SDGs (Chaps. 2, 3, 5, 8, 9, 10, 11 
and 12).

Message 5. The pandemic has a negative effect on globalisation, which is likely 
though to be of a temporary nature. The pandemic coincides with reduced inter-
national trade volumes, diminished tourism opportunities and constrained inter-
national mobility, although there is already evidence pointing to a quick recovery. 
In several cases, there is evidence of isolationist political responses and lack of 
international solidarity (Chaps. 2 and 3).

Message 6. Worsening health conditions and delayed health care impose a substan-
tial economic cost to developing countries. Limited access to water is an addi-
tional chronic problem in many developing nations that reinforces a vicious 
circle of higher infection rates, poor health, constrained abilities to earn income 
and reduced affordability of water services (Chaps. 8 and 12).

Message 7. The pandemic generates a substantial disruption to educational ser-
vices in developing countries. This relates to both the institutional unprepared-
ness in switching to online education, as well as the overall lack of access to 
digital technologies and skills for low-income households (Chaps. 9 and 11).

Message 8. There is a gendered dimension of the Covid-19 impacts. The gender-
based division of labour disadvantages disproportionately women (who often 
bear the entire responsibility of schooling kids and taking care of other family 
members during the lockdown). Impacts on informal employment also particu-
larly affect women (and other vulnerable groups) who find it much harder to 
participate in paid work (Chaps. 4 and 7).

1  Covid-19 and International Development: Impacts, Drivers and Responses
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Message 9. Indigenous communities and ethnic minority groups are particularly 
vulnerable to the health and socio-economic impacts of the pandemic. Exposure 
to the market economy and external employment limits the ability of indigenous 
populations to regulate human movement and preserve ancestral knowledge on 
health practices (Chap. 10). Ethnic communities within developed countries also 
face severe limitations in accessing relevant information and job opportunities 
during the pandemic (Chaps. 4 and 7).

Message 10. Interest in environmental issues may diminish as a result of the pan-
demic. There is a risk of reduction in funding for climate change mitigation and 
adaptation, as well as for for water security (as a result of budget constraints and 
diversion of funds towards other objectives). Limited access to water and accel-
erated global warming, however, make the occurrence of future pandemics more 
likely and can intensify their impact on vulnerable individuals (Chaps. 11 
and 12).
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Chapter 2
Reforming the International Financial 
and Fiscal System for Better COVID-19 
and Post-pandemic Crisis Responsiveness

Rolph van der Hoeven and Rob Vos

Abstract  The global economic crisis provoked by the COVID-19 pandemic dis-
proportionally hurt developing countries, increasing poverty, food insecurity, and 
income inequality. Richer nations cushioned their economies from the worst impacts 
with unprecedented massive fiscal and financial support programmes. Developing 
countries lacked such capacity and received feeble multilateral contingency financ-
ing, symptomizing the fundamental flaws in the international financial and fiscal 
system (IFFS). Four reforms will make the IFFS better suited to serve sustainable 
development: (a) an equitable international tax coordination mechanism; (b) a mul-
tilaterally backed sovereign debt workout mechanism; (c) overhauling policy condi-
tionality associated with development finance; and (d) increasing Special Drawing 
Rights to be leveraged for development finance.

2.1  �Introduction

The global economic crisis provoked by the COVID-19 pandemic once more has 
painfully revealed fundamental flaws in the international financial and fiscal system 
(IFFS). It failed to provide adequate crisis response, especially to the low-income 
countries which have been hard hit by the global economic repercussions of the 
pandemic. Even though the spread of the pandemic was less pervasive in affecting 
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health conditions in many low-income countries, they were hit disproportionally 
hard by the spill-over effects from the economic crisis in major economies, espe-
cially those of Europe and the United States, while possessing few financial means 
to mitigate the impact on livelihoods of their populations.

In this chapter, we assess the differential impact of the pandemic on livelihoods 
around the world. Specifically, Sect. 2.2 describes how the COVID-19 crisis has set 
off a deep global recession with potentially lasting setbacks in terms of human 
development, increasing poverty, income inequality and food insecurity. Some of 
the poorest countries, as those in Africa, are among the hardest hit economically 
even though being, thus far, less hurt by the spread of the pandemic itself. While 
high-income countries have taken unprecedented measures to mitigate impacts on 
livelihoods, poor nations’ responses have been muted lacking financial space.

Section 2.3 then documents how the economic consequences of the pandemic 
have once more lay barren the weaknesses of the current IFFS, which fails to allo-
cate sufficient contingency financing where it is needed the most. Where high-
income countries could engage in massive and almost costless fiscal and monetary 
expansion, developing nations ran up debts to severe distress levels and faced 
liquidity shortages for undertaking even the smallest of deficit financing. This lack 
of fiscal space and access to finance has its origins in the weaknesses of the IFFS, 
including the pervasive biases in internationally poorly-coordinated tax systems 
causing tax base erosion and profit shifting, the inadequacy of international contin-
gency financing mechanisms, the lack of appropriate sovereign debt management 
mechanisms, and the absence of a truly international currency that could serve both 
as a multilateral source of liquidity provisioning during crises and a basis for lever-
aging development finance to build resilience against the impacts of future crises.

Section 2.4 discusses options on how these weaknesses in the IFFS can be 
addressed in the short and medium run, including through reform of international 
tax coordination mechanisms, putting in place a multilaterally backed sovereign 
debt workout mechanism, reform of policy conditionality attached to contingency 
financing, and issuance of additional, truly international liquidity in the form of 
Special Drawing Rights both to provide additional contingency finance and to lever-
age new development finance. With such reforms already in place, the pandemic 
response would have provided a fairer level playing field for emerging and develop-
ing countries and have mitigated the pandemic’s worst economic consequences. 
Beyond the pandemic, these reforms will aid the recovery and refocus international 
development finance towards the internationally agreed Sustainable Development 
Goals. As discussed in the concluding section, important political hurdles will have 
to be overcome to enact those reforms in the present-day context of withering mul-
tilateralism. It is of interest to note here, that since the time of writing (April 2021), 
the international community has taken several steps towards the fulfilment of these 
recommendations. First, the Group of Twenty (G20) of major economies agreed to 
establish a common 25% corporate tax rate in a concerted effort to discourage profit 
shifting by multinational companies, a phenomenon that is currently eroding the tax 
base of many countries. And, second, approval by the International Monetary Fund 
(IMF) of the issuance of US$650 billion in Special Drawing Rights (SDRs). 
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Although, a proper allocation mechanisms for use of the additional  international 
liquidity is yet to be agreed upon, it is an important step in the right direction. It 
shows that reform is possible, though there is still a long way to go, as this chapter 
makes clear.

2.2  �Economic, Social and Nutritional Effects 
of the COVID-19 Crisis

2.2.1  �Economic and Social Effects

More than half of the world population has been, still is or is again under some form 
of social distancing regime designed to contain the health crisis posed by COVID-19. 
Business activity has fallen sharply because of a combination of policy action and 
personal responses designed to reduce risk of contracting the virus, with personal 
action probably more important than policy in reducing economic activity (Goolsbee 
and Syverson, 2020). Disruptions in production and income losses underpinned the 
combined supply and demand shock provoking a global recession much deeper than 
that of the global financial crisis of 2008–2009. The International Monetary Fund 
(IMF, 2021a, b) projects that the impacts could well be felt for some time to come. 
It estimates that despite tangible recovery in 2021, global GDP would still be 3.7% 
below pre-COVID levels by January 2022 (Fig. 2.1). Developing regions are being 
hit the hardest, with GDP losses in developing Asia (excluding China) estimated at 
8% and in Latin America and Sub-Saharan Africa at 6.9% and 6.1%, respectively. 
Aside from supply disruptions caused by lockdown measures taken by governments 
in these regions, developing countries are hurt foremost by the transmission of the 
recession in Europe and the United States through channels of trade, finance and 
remittances.

A key symptom of the recession has been the substantial loss of working hours 
throughout the world. The International Labour Organization (ILO, 2021) docu-
ments that in 2020 globally, around half of working-hour losses were due to employ-
ment loss, while the other half can be attributed to reduced working hours (including 
workers who remain employed but are not working, see Fig. 2.1). It found further 
that there was significant variation between regions: employment losses, both as a 
share of the working-age population and in relation to working-hour losses, were 
highest in the Americas, and lowest in Europe and Central Asia, where reduced 
working hours have been extensively supported by job retention schemes. The ILO 
estimates that, despite the adjustment through reduced working hours, employment 
losses were nonetheless massive in 2020, with 114 million jobs lost relative to the 
pre-crisis employment level in 2019. However, this estimate may well understate 
the full extent of job losses: a model-based scenario analysis suggests global 
employment decline could have affected as many as 144  million jobs compared 
with a “no-pandemic” scenario (ILO, 2021).

2  Reforming the International Financial and Fiscal System for Better COVID-19…
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In stark contrast with the Great Recession of 2008–2009, the COVID-19 related 
fall in employment mainly translated in rising inactivity rather than rising unem-
ployment rates: of the mentioned job losses 81 million refer to people shifting into 
economic inactivity, while 33 million became unemployed. As a result, the global 
labour participation rate dropped by 2.2% points during 2020 (compared with a just 
0.2% points decline between 2008 and 2009). As shown in Fig.  2.2, only high-
income countries saw, on average, a greater increase in unemployment than in inac-
tivity (driven largely by labour market adjustment in the United States).

Owing to the massive losses in working hours, workers suffered large reductions 
in their income from work. The ILO estimates that labour income declined by 8.3% 
in 2020 relative to 2019 (Fig. 2.3). The greatest labour income loss, amounting to 
12.3%, was experienced by lower-middle income countries. While average labour 
income losses were of similar magnitude in low-, upper-middle- and high-income 
countries, these averages disguise large disparities across and within these country 
groupings. When looking by geographic region, it shows that workers in the 
Americas lost an estimated 10.3% of their labour income, compared with 6.6% for 
workers in Asia and the Pacific.

Overall, in nominal terms, global labour income declined by about US$3.7 tril-
lion (using 2019 market exchange rates) during 2020, corresponding to 4.4% of 
global GDP in 2019 (ILO, 2021).
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Fig. 2.1  GDP losses (projected levels for January 2022) relative to pre-COVID output levels (per-
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Source: IMF World Economic Outlook, January 2021 (IMF, 2021a)
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Source: ILO (2021: Fig. 7).
Note: The overall working-hour loss is decomposed into changes in unemployment, inactivity and 
reduced or zero working hours. Unemployment plus inactivity equals the total employment loss. 
Unemployment and inactivity have been transformed into their working hour equivalent using the 
average working hours per week. The working-hour equivalent of changes in employment, unem-
ployment and inactivity is computed using the estimated average working hours per week, which 
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Labour income losses caused by the pandemic show stark inequalities between 
groups of workers (Murshed, 2021). Generally, low- and medium-skilled workers 
were much more affected by employment and income losses than better skilled 
workers (Fig. 2.4). This is in part because teleworking more often proved an option 
for those workers, while social distancing measures hampered executing many 
lower skilled jobs. Where the capacity to strengthen social safety nets is weak, the 
labour income losses pushed many households into poverty (forcing them to reduce 
spending on necessities once savings were used up) and further deepened the reces-
sion because of demand fallout. We take a closer look at the poverty and consump-
tion impacts in the next subsection.

Fig. 2.4  Year-on-year country-level changes in employment, by skill level, second quarter of 2022 
(percentage change)
Source: ILO (2021: Fig. B2).
Note: The sample consists of 50 high- and middle-income countries and territories with employ-
ment data for the second quarter of 2020 and disaggregated by occupation. The box graph should 
be read as follows: (a) the vertical line in the middle of the box represents the median value (50th 
percentile; (b) the lower side of the box (whisker) represents the 25th percentile; (c) the upper side 
of the box (whisker) represents the 75th percentile; (d) the adjacent lines to the above and below 
the box represent the highest and lowest values, respectively
Legend: Low-skill =  elementary occupations and skilled agricultural workers; Medium-skill 
= clerical support workers, services and sales workers, craft and related trades workers, plant and 
machine operators, and assemblers; High-skill = managers and technicians, and associate profes-
sionals. The skill level categories are based on ISCO-08. See ILOSTAT for further details on these 
definitions
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2.2.2  �Poverty and Food Consumption Effects

Assessing the poverty impact of COVID-19 is no trivial matter. This is so not only 
because the crisis is still unfolding and available information of its precise socio-
economic consequences is incomplete, but also because the channels of influence 
are multiple and interconnected globally. Several widely cited analyses have used 
simplistic approaches calculating the projected impact of the global recession on 
average per capita incomes to estimate poverty impacts, using household survey 
data available through the World Bank’s PovcalNet website (see, for example, the 
studies by the World Bank in Mahler et al., 2020 and World Bank, 2020a, 2020b; 
and that of UNU-WIDER by Sumner et  al., 2020). A major drawback of this 
approach is that it assumes that the crisis has had no impact on within-country 
income distribution and, consequently, that workers across sectors and type of activ-
ity were all affected to the same degree.

Laborde et al. (2021) point out that this assumption fails to account for the com-
plexity of the channels of effect and may substantially underestimate the impacts of 
the pandemic. They use a global general equilibrium model linked to country-
specific household models to simulate the impacts of the COVID-19 pandemic on 
poverty and food security, considering all key transmission channels, including the 
labour market impacts discussed in the previous sub-section.1 Beyond the direct 
effects of the disease on the ability to work, income losses arise from people’s desire 
to avoid catching the disease and their altruistic concerns to avoid infecting other 
people, and from policy responses designed to reduce the adverse externalities asso-
ciated with an unmitigated pandemic. Many of the related changes in behaviour and 
in the functioning of economies are not yet fully understood, while it is also difficult 
to rely on experience from past events, since no events like the COVID-19 pan-
demic have occurred on this scale in today’s globalized world. Therefore, Laborde 
et al. (2021) have had to make several assumptions about the responses of economic 
agents to this unprecedented situation.

They distinguish four drivers of COVID-19 impacts: domestic supply disrup-
tions, global market disruptions, household behavioural responses and policy 
responses. In a scenario with assumptions based on evidence available by September 
2020, Laborde et al. (2021) project a 7% decline in global GDP in 2020 (compared 
with a scenario without COVID-19) and, consistent with the IMF projections pre-
sented earlier, they show that developing countries are being hurt disproportionally 
through declines in trade and remittance incomes and disruptions in businesses 
caused by social distancing measures.

Without any significant social and economic mitigation measures, e.g. in the 
form of a fiscal stimulus and expansion of social safety nets in the global South 
(scenario assumption, but see also Sect. 2.3 below), the impact on extreme poverty 
(measured against the PPP$1.90 per person per day international poverty line) is 
devastating, as shown in Fig. 2.5. The number of poor increases by 20% (almost 

1 For details and model assumptions see Laborde et al. (2020, 2021: online appendix)
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150  million people) with respect to the situation in the absence of COVID-19, 
affecting urban and rural populations in South Asia the most, where 72.5 million 
more people would be joining the ranks of the poor (equivalent to a 27% increase in 
that region). The poverty increase in rural areas is expected to be smaller than that 
in urban areas, partly because of the lower rate of transmission of the disease and 
partly because of the robustness of demand and supply for food relative to many 
other, more vulnerable sectors. The number of poor people in Sub-Saharan Africa is 
projected to increase by 15% or 50.5 million people.

A decomposition of the poverty impact shows that the estimated increase in the 
number of poor by 150 million is substantially higher (i.e., about 50 million more) 
than when assuming a uniform drop in average per capita incomes in each country, 
as done by the earlier cited studies of the World Bank and UNU-WIDER. It indi-
cates that COVID-19 must have significantly worsened within-country income 
inequality, as well.

The income and price changes associated with the recession and supply disrup-
tions caused by pandemic are furthermore likely to have resulted in substantial 
changes in patterns of food consumption, with adverse nutritional consequences. 
Laborde et  al. (2021) project that these will induce shifts in demand away from 
nutrient-dense foods, such as fruits and vegetables, dairy products and meats, and 
towards calorie-rich basic staple foods, such as rice, maize and other basic grains, 
raising concerns about dietary quality and likely increase in micronutrient deficien-
cies. The dietary shift is (on average) similar in both developed and developing 
regions.
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Fig. 2.5  Global and regional poverty impacts of the MIRAGRODEP COVID-19 scenario 
(September 2020; absolute and percentage change from baseline values)
Source: Laborde et al. (2021: Table 2).
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2.3  �Fiscal and Financial Crisis Responses: Save 
Thyself First?

The strongly integrated world economy facilitated the rapid spread of COVID-19 
and its economic repercussions around the world. As we showed in the previous 
section, poorer nations and more vulnerable households have been hurt dispropor-
tionally by the economic consequences of the pandemic. Economic response capac-
ity was very uneven. While rich countries engaged in unprecedented responses in 
macroeconomic terms to mitigate impacts on livelihoods of their citizens, most of 
the worst-hit countries lacked such economic response firepower. Multilateral 
mechanisms should have provided a cushion but proved to be unfit for such purpose.

2.3.1  �The Scramble for Access to Vaccines

In Spring 2020, there was certainly a greater awareness than before of a necessary 
global response including the need to save lives. A search for and the production of 
reliable vaccines took off with much national government support. Internationally, 
the World Health Organization (WHO) swiftly moved to set up its ACT2 Accelerator 
and the COVAX.3 The purpose of these mechanisms was to finance the acceleration 
of the development of COVID-19 vaccines, to secure availability of sufficient doses 
for all countries, and distribute those doses fairly, beginning with the highest risk 
groups and spreading to cover the entire global population as soon as possible. 
However, because of limited and falling domestic resources in developing coun-
tries, by April 2021, both the production and distribution of vaccines was still heav-
ily skewed in favour of serving the populations in high-income countries. The 
COVAX remained heavily underfunded more than a year into the pandemic, and 
unable to buy the vaccines needed to cover even a fraction of the population of 
developing countries, as global supplies have been by and large captured by the 
wealthier nations.

In effect, inequalities in access to vaccines to combat the pandemic have been 
reflective of how financial responses have worked out. A lagging behind in vaccina-
tion rates in developing countries has serious repercussions for global immunity 
rates as the virus still can mutate and cause again worldwide infections compound-
ing already grave economic consequences.

A further complicating factor is that production of vaccines in poorer countries 
is hampered by persistence of patent rights allowing pharmaceutical companies a 
monopoly of production, either by themselves or by companies able to purchase 

2 ACT stands for Access to Covid-19 Tools (https://www.who.int/initiatives/act-accelerator)
3 COVAX stands for COVID-19 Vaccines Global Access Facility, led by the World Health 
Organization, the Coalition for Epidemic Preparedness Innovations, and Gavi, the Vaccine 
Alliance. See: https://www.who.int/initiatives/act-accelerator/covax
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production licenses. The WTO agreement on Trade-Related Intellectual Property 
Rights (TRIPS) allows for compulsory licensing, while the Doha declaration on 
TRIPS and public health contains an explicit clause permitting compulsory licens-
ing essential drugs in case of public health emergencies.

A refusal by rich countries to set in motion existing clauses in international trade 
rules and underfunding of financial support to purchase and develop vaccines in 
poorer countries resulted in a highly unequal distribution of vaccines towards these 
countries. By Spring 2021, 130 countries had not yet administered a single dose to 
their populations and at current rates of distribution some people in developing 
countries will not receive a vaccine until 2024 (INET, 2021: 7). A continuing threat 
of COVID-19 contamination in countries with low vaccination levels increases 
social and economic uncertainty hampering prospects for economic recovery and 
progress. Furthermore, it is no coincidence that developing countries, where the 
availability of vaccines is low, have also less resources to stimulate their economies.

2.3.2  �Stark Inequalities in Financial Response Capacity

Governments not only need additional resources to address the health impacts of the 
COVID-19 crisis and for the development and roll-out of vaccines, but also to 
finance the costs of the various lockdowns necessary to halt the spreading of the 
virus as well as to stimulate the economy to make up for the fall in final demand 
caused by the COVID-19 crisis. Globally, fiscal and monetary stimulus and emer-
gence support measures amounted to US$14 trillion or 13.5% of world GDP. Fiscal 
support measures summed to almost US$8 trillion (or 8% of world GDP). The gov-
ernment response was vastly larger than that following the 2008–2009 global finan-
cial crisis, and likely has prevented a much deeper global recession. Inequalities in 
the fiscal and monetary response capacity run as deep as the overall response has 
run high. Figure 2.6 shows the stark differences between high-, middle- and low-
income countries. High-income countries provided fiscal stimulus to the tune of 
12.5% of GDP on average; this was three times more in relative terms than emerg-
ing and other middle-income countries were able to provide and almost ten times 
more than that provided by governments in low-income countries. In per capita 
terms, the inequalities run even deeper. UN-DESA (2021) estimates that the stimu-
lus packages per capita by the developed countries has been nearly 580 times bigger 
in size than those enacted by the UN category of least developed countries (LDCs). 
Put in perspective, the average income per capita of developed countries is “only” 
30 times that of the LDCs.

Lacking sufficient domestic resources to support their economies to pay for 
health costs and to stimulate their economies developing countries need to look for 
outside resources. This proved difficult for many developing countries for several 
reasons.

First, after a period of falling external debt levels supported by the Highly 
Indebted Poor Country (HIPC) initiative during the 2000s, external debt burdens of 

R. van der Hoeven and R. Vos



19

many low-income developing countries surged again during the 2010s. In 2019, the 
IMF assessed that half the low-income countries faced high risk of or already were 
in debt distress; more than double the 2013 share. The average external debt ratio of 
low-income countries had already increased to 65% of GDP in 2019, up from 47% 
in 2010. Increased borrowing from private lenders significantly added to the public 
debt burden in many countries, with the share of private non-guaranteed debt in total 
external debt stocks of low-income countries increasing from 3.2% in 2010 to 10% 
in 2019 (Chandraskhar, 2021). During 2020, these high levels of external indebted-
ness caused substantially more distress with the steep declines in GDP and export 
earnings owing to the global recession caused by the pandemic.

To alleviate some of the stress, the IMF cancelled US$213.5 million in debt-
service obligations for 25 eligible HIPCs during 2020. This debt relief, while wel-
come, proved far from sufficient, however, to avoid increased debt distress. Likewise, 
the G20’s debt service suspension initiative (DSSI) thus far has provided little debt 
relief and, in essence, only helped kick the can down the road, as no debt was can-
celled, with interest continuing to accrue during the all-too-brief suspension period 
(Chowdury & Jomo, 2021).

Second, during 2020, developing countries also faced an outflow of capital to 
developed countries and were hit by the appreciation of the dollar (and depreciation 
of their own currencies). Gallagher et al. (2021) point to the high degree of uncer-
tainty and an initial lack of coordinated policy responses, which intensified market 
panic and volatility; this led to the largest outflow of portfolio capital from emerging 
market and developing economies in history and caused a global shortage of dollar 
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Fig. 2.6  Fiscal and monetary support in response to COVID-19 per January 2021 (% of GDP)
Source: IMF (2021b), Fiscal Monitor, Database of Country Fiscal Measures in Response to the 
COVID-19 Pandemic
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liquidity. At the same time, the external financing needs of most developing coun-
tries increased staggeringly, as they saw export earnings collapse with the global 
demand fallout (and, for many, this was compounded by declines in major commod-
ity prices), while the currency depreciation increased their import bills. As per the 
above, their financing needs further increased because of the need to combat the 
health and economic impacts of the pandemic. Despite a general awareness and 
pledges made by the G20, in practice, the response of IMF and the World Bank was 
far from commensurate with the magnitude of the crisis (see Afesorgbor et  al., 
2021). While the IMF indicated it would commit its US$1 trillion lending capacity, 
as of March 15, 2021, it had provided no more than US$107 billion worth of finan-
cial assistance to 85 countries around the world. The World Bank announced a 
US$160 billion pandemic support program in September 2020. While significant, 
elements of this program have been criticized for not helping to remove fiscal barri-
ers and lack of attention to accessible healthcare. Only 8 of the 71 COVID-19 health 
projects (funded by the World Bank) include measures to support low-income peo-
ple that now face financial barriers to access health services (Oxfam, 2021a).

Third, the additional resources that were made available have come with condi-
tions that in fact made these less effective as a response to the impacts of the pan-
demic. An analysis of the contents of recent and ongoing IMF agreements by Oxfam 
(2020) revealed that, between March and September 2020, 76 out of the 91 IMF 
loans for 81 countries with a total value of US$89 billion had conditionality attached 
that required recipient governments to slash public expenditure in ways that could 
result in deep cuts in the funding of public healthcare systems and pension schemes, 
while requiring economy-wide wage freezes and reducing public sector employ-
ment. Nearly one-third of the countries with IMF loans also face surcharges on 
unpaid interest (amounting to more than US$4 billion) even in the midst of the 
pandemic, substantially increasing debt-servicing cost (INET, 2021: 10).

In short, the current IFFS proved inadequate as a financial safety net for coun-
tries put in extraordinary need because of a pandemic. As a result, it only exacer-
bated global inequalities given that countries with ample fiscal and monetary 
resources were able to take unprecedented fiscal and financial support measures to 
protect the livelihoods of their own populations but without much consideration of 
dealing with the international repercussions on the livelihoods of the populations in 
less affluent nations. This apparent lack of international solidarity during the pan-
demic is further reflected in a projected decline of almost 40% in bilateral official 
development assistance during 2020 (Development Initiatives, 2021).4

4 According to a February 2021 briefing by Development Initiatives (2021), bilateral donors have 
decreased aid commitments by 36% between 2019 and 2020 (over the same January to November 
period). Of the thirteen bilateral donors considered in this analysis (covering 97% of 2020 bilateral 
commitments by value), seven have seen total ODA commitments fall, with four seeing falls by 
40% or more.
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2.4  �Changes Needed to Address the Weaknesses 
of the Current International Financial and Fiscal 
System (IFFS)

The COVID-19 crisis revealed that the current IFFS is unfit to provide adequate 
emergency and development finance to countries and populations most in need, 
thereby exacerbating global inequality and impeding the attainment of the 
Sustainable Development Goals by 2030 (see also Mukhtarov et al., 2021). Reform 
of the IFFS is thus an imperative of the first order. The global nature of the pan-
demic might give impetus to such reform, but the political obstacles remain vast. 
Without attempting to be comprehensive, we focus on four key reform proposals: (i) 
a much stronger international tax coordination, including harmonizing higher cor-
porate tax rates (especially on profits of globally operating firms) and the reduction 
of Base Erosion and Profit Shifting (BEPS) in developing countries; (ii) sovereign 
debt restructuring and relief; (iii) reform of policy conditionality attached to lending 
by the international financial institutions (IFIs); and (iv) an increase in international 
liquidity by issuing additional Special Drawing Rights (SDRs), including for lever-
aging additional developmental finance.

2.4.1  �International Tax Reform

Lower taxes and various forms of tax avoidance have left governments with less 
resources to face important priorities in the wake of the COVID-19 pandemic. Tax 
avoidance diverts 40% of foreign profits to tax havens. This “profit shifting” causes 
estimated government revenue losses between US$500 billion and US$600 billion 
per year (FACTI, 2021). Tax evasion by wealthy individuals and illicit financial 
transactions add to the substantial amounts of forgone government revenue.5 Illicit 
flows are expected to have increased during the pandemic.

The Independent Commission for the Reform of International Taxation (ICRIT) 
has proposed the following changes in the international tax system: a higher corpo-
rate tax rate to large corporations in oligopolistic markets allowing them to earn 
excess rates of return; a minimum effective corporate tax rate of 25% worldwide to 
stop base erosion and profit shifting; progressive digital services taxes on the 
economic rents captured by multinational firms; country-by-country reporting for 
all corporations benefitting from state support; publication of data on offshore 

5 The High-Level Panel for Financial Accountability, Transparency, and Integrity (FACTI) esti-
mates that about US$7 trillion in private asset holdings is kept hidden from tax collectors in tax-
haven countries; 10% of world GDP may be held in offshore financial assets, while an additional 
US$20 billion to US$40 billion is estimated to be paid in the form of bribes on investment deals. 
Furthermore, revealed money-laundering transaction by criminals are estimated to represent 2.7% 
of global GDP. Estimates drawn from the FACTI interim report (FACTI Panel, 2021).
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wealth to enable all jurisdictions to adopt effective progressive wealth taxes on their 
residents and to better monitor effective income tax rates on highest income taxpay-
ers (ICRIT, 2020). These measures would greatly increase the fiscal space in low 
and in middle income countries.

2.4.2  �Sovereign Debt Restructuring and Relief

Twenty years after the start of the HIPC initiative for debt relief and restructuring, 
many countries are still in a precarious debt position, as analysed in Sect. 2.3. The 
Commission on Global Economic Transformation (led by Nobel Prize-winning 
economists Joseph Stiglitz and Michael Spence) observed that while attention to 
poor countries’ needs for debt relief and restructuring regained some traction in 
2020 when the pandemic broke out, this soon fizzled out: ‘in the beginning of the 
pandemic there was an agreement among the G-20 for a moratorium on servicing of 
the debt for the poorest countries for their official (bilateral) debt, called the Debt 
Service Suspension Initiative (DSSI), as mentioned earlier. The hope was that oth-
ers would join, the private sector in particular. But they did not. The lack of compre-
hensive participation has a devastating effect: those who might be willing to join are 
hesitant to do so, as they see the net beneficiary not being the poor people in the 
poor country, but the recalcitrant creditors’ (INET, 2021: 11).

The international community should create better conditions for sovereign debt 
restructuring. The dire situation caused by the COVID-19 pandemic gives all the 
reasons to accept the principle of force majeure: countries should not be forced to 
pay back what they cannot afford. In this sense, Gallagher et al. (2021) propose the 
creation of an appropriate Sovereign Debt Restructuring Regime, building on ear-
lier proposals made in the aftermath of the global financial crisis (see e.g., Herman 
et  al., 2010). Although existing mechanisms to renegotiate sovereign debts with 
private creditors have improved, they are still far from adequate because of the mul-
tiplicity of debt contracts, some of which are not subject to collective action clauses. 
A global institutional mechanism to renegotiate sovereign debts should therefore be 
put in place as soon as possible. Many developing countries were already close to 
external debt insolvency due, in part, to the recent surge in private external borrow-
ing, as noted above. The massive capital flight and exchange rate depreciation that 
took place during 2020 has compounded the developing-country debt distress, 
increasing the likelihood of default, and making the need for orderly sovereign debt 
workouts the more urgent, not only to bailout debt-distressed countries, but also to 
safeguard global financial stability.
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2.4.3  �Reform of Policy Conditionality Attached 
to Lending by IFIs

In Sect. 2.3, we noted the stark disparities across countries at different levels of 
development in fiscal support in response to the COVID-19 crisis. The IMF plays a 
large role in the macroeconomic policies undertaken by borrowing developing 
countries, especially those that are facing balance-of-payments problems and turn 
to it for advice and support. The Commission on Global Transformation notes with 
satisfaction that the IMF leadership has actively supported the large multi-year fis-
cal stimulus for COVID-19 recovery enacted by the United States and most 
European countries. The IMF has further recognized the need for enhanced public 
spending by developing-country governments, also those facing debt distress. 
Unfortunately, as also noted in Sect. 2.3, in practice, the IMF has continued to pro-
vide pro-cyclical policy advice to borrowing nations, as reflected in the policy con-
ditionality attached to its loans, asking for fiscal restraint rather than deficit spending 
when economies are in recession. Between October 2020 and March 2021, the IMF 
approved an additional US$18.6 billion in new loans to 16 countries, raising the 
total amount of lending approved during the pandemic to US$107 billion. Nearly all 
(93%) of the additional funding was allocated to alleviate fiscal stress in Latin 
America and the Caribbean and only a paltry 3% went to Sub-Saharan Africa, 2% 
to countries in Asia and the Pacific, and 2% to countries in North Africa, the Middle 
East and Central Asia. Out of the 18 new loans, 17 loans called for fiscal austerity 
by recipient countries (Oxfam, 2021b). The Oxfam report further observes that the 
IMF has introduced flexibility clauses in some non-emergency loans, allowing 
countries to increase social spending in case the pandemic worsens. Agreements 
further stress the importance of protecting social spending, also where fiscal con-
solidation is required. However, the language in the Letters of Agreement is often 
vague regarding this flexibility, while explicit and precise regarding targets for fiscal 
consolidation and spending cuts. For instance, where the IMF encourages govern-
ments to protect social spending, it also advises governments in the same docu-
ments to roll back pandemic-related social spending as soon as “the crisis abates”. 
This is worrying considering that most countries were extremely unprepared to face 
the crisis with severely insufficient social spending. The emphasis on the need for 
fiscal restraint by governments receiving financial support from the IMF further 
points at the inadequacy of the contingency financing to provide the fiscal space 
needed to mitigate the worst impacts of the pandemic on livelihoods. In this sense, 
the practice of IMF’s policy conditionality still looks very much alike it was before 
the pandemic, as analyzed by Gallagher and Carlin (2020) upon reviewing a pre-
pandemic set of IMF loans.

The specifics of each IMF program should therefore be much better scrutinized 
before being presented to the board of Directors; any policy conditionality attached 
to lending policies by IFIs should more consistently be based on principles of sup-
porting a countercyclical macroeconomic policy stance by recipient countries. In 
addition, short-term lending to face off balance-of-payments should be aligned with 
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adequate long-term development finance in support of achievement of the 
Sustainable Development Goals.

2.4.4  �An Increase in Special Drawing Rights (SDRs) 
with Special Usage for Developing Countries

At the time of writing, the IMF was expected to approve the issuance of US$650 
billion in new Special Drawing Rights (SDRs), and effectively did so in June 2021. 
The advantage of creating international liquidity in this way is that it is essentially 
costless. Earlier fears that this could be inflationary are not relevant in the current 
global economic conditions, especially as it is dwarfed by the monetary expansion 
in rich countries. This increase provides developing countries immediately with an 
increase in their reserves and enable them to engage in much-needed public expen-
diture with less concern for the effects on the external balance; it could also provide 
some means of repayment for countries with pressing external debt problems. This 
impact of the new SDR creation is not automatic, however, since SDR allocations 
are currently made in line with IMF quota (which in turn are linked to voting rights). 
Most of the new SDRs therefore will be made available to richer countries who are 
less in need of balance of payments finance and hence much of the new SDRs could 
remain unused reserves within the IMF. Any unused SDR reserves could be made 
available to developing countries in several ways (INET, 2021: 9; United Nations, 
2021). First, it could be decided to use a part for writing off or reducing the external 
public debts of poor countries. Second, SDRs could be given or lent to specific 
countries with high balance-of-payments stress. Third, as has been proposed in the 
past (see, e.g., Haan, 1971; United Nations, 2012; Ocampo, 2015; Vos, 2017), a por-
tion of unused SDRs not needed as a reasonable reserve buffer could be leveraged 
for development finance (through issuance of international bonds backed by those 
unused SDRs).

2.5  �Conclusions

The COVID-19 pandemic and its social and economic outfall has led to a steep 
decline in economic activity, as other pandemics did (van Bergeijk, 2021). But peo-
ple and countries have not been equally affected. In high-income countries in 
Europe and North America, the pandemic has increased inequality, as highly trained 
workers and capital owners were much less affected that other groups. Developing 
countries, and especially the vulnerable segments of their populations, were dispro-
portionally hit, resulting in more poverty, greater food insecurity and worsening 
nutrition. As developed countries had greater fiscal space, they could inject ample 
resources into necessary health measures, expansion of social safety nets and 
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economic stimulus, something which most developing countries were not able to 
do. Thus far, the multilateral system failed to come to their financial rescue, owing 
to waning of multilateralism itself (van der Hoeven, 2020) and, importantly, because 
of fundamental shortcomings in the IFFS to serve as an international financial and 
social safety net in a global crisis. Proposals to reform the existing IFFS prop up 
with each crisis, but, as this chapter has made clear, if the key changes described in 
Sect. 2.4 would have been in place from the beginning of the pandemic, its global 
economic repercussions could have been less severe and much of the increase in 
global poverty could have been prevented. This is to say, they are now more needed 
than ever.

Changes in the IFFS are not acts of charity, but necessary to return to sustainable 
and equitable global growth, without which gains for some countries and country 
groupings that now propagate a ‘me first’ attitude in health issues and a return to 
protectionism will not be sustainable in the long-term leading to lower global 
growth and to a reversal in the upward trend in achieving the Sustainable 
Development Goals by 2030.
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Chapter 3
COVID-19 and the Threat 
to Globalization: An Optimistic Note

Sylvanus Kwaku Afesorgbor, Peter A. G. van Bergeijk, 
and Binyam Afewerk Demena

Abstract  We analyze the impact of COVID-19 on the world economic system 
through the three lenses of globalization, discussing economic, social and political 
aspects, respectively. The pandemic and the policy responses have hit these aspects 
to different degrees.

•	 Economically, the multilateral system has been under pressure; the quick recov-
ery of world merchandise trade stands out, but FDI remains subdued.

•	 Socially, the reduction in tourism is the largest shock but here a sharp recovery is 
possible.

•	 Politically, the end of US membership of the WHO and the difficulty of global 
economic coordination in the G20 are key drivers. The election of a new US 
President allows for a quick reversal.

The outlook for openness of the world economy is still very much better than in 
the 1930s. Yes, deglobalization exists. Yes, overall globalization will probably be 
lower for the foreseeable future. Our societies will, however, remain much more 
open than at the start of the globalization wave in 1990, connected via the internet 
with an intensity never seen before in history.
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3.1  �Introduction

Globalization has been referred to as a multifaceted concept that describes the pro-
cess of creating networks of connections among actors at intra- or multicontinental 
distances (Gygil et al., 2019). According to these authors, it is a more holistic con-
cept that captures the increased intercedence of national economies, and the trend 
towards greater integration of different varieties of flows such as information, goods, 
labour and capital markets. Because of this broad definition of globalization, con-
tinuous attempts have been made starting with Dreher (2006) to develop a more 
comprehensive composite index such as the KOF Globalization Index that encom-
passes three main dimensions of the process of globalization, namely, economic, 
political and social dimensions. Increased globalization has been a constant feature 
of the world economy since the 1970s and especially since 1990 after the fall of the 
Iron Curtain and with China gathering speed.

More recently, however, there has been growing discontent and negative senti-
ments about the effect of globalization (Stiglitz, 2002, 2018). These negative senti-
ments have manifested in different ways through the election of President Donald 
Trump, the Brexit and attacks on the World Trade Organization (WTO). Under the 
aegis of then-President D. Trump who not only staged an attack on the WTO by 
refusing to appoint new members to the WTO’s Appellate Body, but also launched 
trade wars against China, North American Free Trade Agreement (NAFTA) and the 
European Union (EU), putting further strains on world trade and international coop-
eration. Afesorgbor and Beaulieu (2021) argue the Trump presidency strained dip-
lomatic relationship with close allies and undermined the rules-based global system, 
and this therefore created uncertainty for global trade.

These occurrences that constitute a major setback to the pace of globalization set 
the stage of growing protectionism and nationalism in the world. These actors were 
political, but more recently the outbreak of the COVID-19 pandemic introduces 
new – medical – threat to globalization emanating from health risk posed by the 
contagious nature of the COVID-19. In a sense the pandemic reflects both global-
ization (a virus went global in a few weeks thanks to high level of globalization and 
interconnectedness (Lipscy, 2020) and deglobalization (the breakdown of interna-
tional cooperation and the re-emergence of zero-sum thinking and raw beggar-thy-
neighbour polices on the markets for medical productive gear, medical machinery 
and vaccines).

The COVID-19 outbreak provided a threat to both lives and livelihood (UNCTAD, 
2020) which are the basic foundation for national economies to thrive and thereby 
triggered an effect for the global economy. Because of the strong and interdepen-
dent global production linkages coupled with the closure of international borders, 
businesses, and factories, the economic expectations and forecasts were generally 
pessimistic. The prospect of the world plunging into another major and long-term 
economic recession comparable to the Great Depression in 1929/30 and the Great 
Recession of 2007/8 was on the mind of many economists and international 
organizations.

S. K. Afesorgbor et al.
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Indeed, in April 2020, the outlook for the world economy and especially the 
world trading system was dismal. The outbreak of the COVID-19 pandemic came 
on top of that and led to an unprecedented dive of world trade by 15% in April 2020 
and the trade collapse initially was stronger than previous episodes of downfall. 
During the first wave of the Covid-19 pandemic projections for the contraction of 
the annual volume of world trade in 2020 ranged from minus 10 to minus 32% (see 
Fig. 3.1). The outlook for globalization was grim. The pandemic at the same time 
highlighted the importance of global interdependence and the awareness of the need 
to develop a collective global strategy (Committee for Development Policy-CDP, 
2020). Initially, the occurrence of the viral infection was thought to be only a prob-
lem for China but within a couple of weeks the outbreak of the novel COVID-19 
virus became first an international problem and soon afterwards a global issue and 
was officially announced a pandemic. By symmetry, the eradication of the viral 
spread will require international cooperation and a global effort such that no single 
country is left behind to form a pool for new variants and future outbreaks. Vaccines 
must be made available and affordable to all countries. Just as globalization has 
ramifications for all countries, the health of different nations is intertwined as a 
pandemic is a ‘public bad’: the health of one nation affects the health of the other 
(van Bergeijk, 2013; CDP, 2020).

The reports of the expected death of globalization, however, were – with hind-
sight – grossly exaggerated. Admittedly, the fall in world trade had initially been 
exceptionally strong indeed. Recovery, however, set in early compared to the two 
major historical episodes of trade collapse during the Great Recession and the Great 
Depression suggesting stronger resilience of world trade than anticipated by the 
international organizations. Figure  3.2 compares the developments of the world 
merchandise trade volume during the three major world trade collapses that occurred 
during the Great Depression in the 1930s, the Global Financial crisis in 2008/9 and 
the lockdowns during the first wave of the COVID 19 pandemic.
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The comparison starts half a year before the peak level of trade just before the 
collapse that we use to identify period ‘zero’. The contractions in 2008/9 and 2020 
both started to bite after a quarter but in the fourth month of the COVID collapse 
world trade was already 15% below previous peak level, while this was ‘only’ 8% 
during the 2008/9 World Trade Collapse. Global merchandise trade in May 2020, 
however, bottomed out, and full recovery was achieved in November 2020. At the 
comparable point of the 2008/9 trade collapse the volume of world trade was still 
17% below pre-crisis peak level. In the 1930s world trade one year into the collapse 
was 28% below pre-crisis peak level. Clearly, the world trade collapses before the 
COVID-19 contraction were both deeper and much more protracted (van Bergeijk, 
2019, 2021).

The resilience of world trade during the ‘natural experiment’ of the Great 
Recession is remarkable and the starting point of research into factors determining 
its elasticity (van Bergeijk et al., 2017). The COVID-19 trade collapse adds a sec-
ond ‘natural experiment’ with even stronger resilience of real-world merchandise 
trade. However, as will become clear in this chapter, 2020 was a bad year for glo-
balization and therefore we need to be careful in our conclusion about the pandemic 
threat for globalization and the future outlook.

We will first discuss the developments during the COVID-19 pandemic. We 
organize this discussion of developments into separate sections, that recognize that 
deglobalization, like globalization, has several dimensions (Dreher et  al., 2008; 
Gygli et  al., 2019).1 This is important as the threat of COVID-19 would have 

1 We deviate from the common procedure in the literature on globalization to include remittances 
and (official development) assistance
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heterogeneous effect on different dimensions of globalization. In addition, the effect 
would also differ for different regions or countries depending on their level of expo-
sure to the viral infection and the integration of the region or country in the world 
economy. Apart from that, the COVID-19 effect would also have differential effect 
on different industries, sectors or products. For instance, UNCTAD (2020) shows 
that there was upsurge (as would be expected) in global merchandise trade of medi-
cal production in the second quarter of 2020 during the peak of the pandemic. 
Clearly, in analyzing the effect of COVID-19 on globalization, one must take differ-
ent dimensions, products and countries into perspective. UNCTAD (2020) further 
highlights the heterogenous effect of COVID-19 crisis on different dimensions of 
economic globalization such as trade, FDI, global production and employment as 
well as the effect for different countries.

This chapter is organized as follows. Section 3.2 discusses the economic dimen-
sion that relates to interaction between the private sectors in different countries (or 
within multinational firms) and covers such items as foreign trade (exports and 
imports of goods and services), private capital flows (including bank lending, port-
folio investment, Foreign Direct Investment  - FDI). The social dimension is dis-
cussed in Sect. 3.3 and covers interactions between (groups of) individuals from 
different countries as being shaped by tourism, migration, remittances as well as 
cultural and personal exchanges. Section 3.4 focusses on the political dimension of 
globalization, that is the interactions between States (both bilaterally and multilater-
ally) as observed by (changes in) their membership of international institutions, 
involvement in Treaties, participation in peace-keeping missions and development 
assistance. Having sketched the developments during 2020 we analyze the post-
COVID 19 outlook in Sect. 3.5.

3.2  �Economic Globalization and COVID-19

Economic globalization has been conceptualized by means of flows of goods, ser-
vices, capital and information in connection to long distance market transactions 
(Dreher, 2006). For the economic dimension of globalization, Gygli et al. (2019) 
further distinguish between trade and financial globalization. They measure eco-
nomic globalization using de facto variables such as foreign trade (exports and 
imports of goods and services) and de jure factors including trade regulations, tar-
iffs and trade agreements. Similarly, private capital flows (including bank lending, 
portfolio investment, FDI) were used as de facto measures of financial globalization 
while the restriction on capital flows, capital account openness and international 
investment are de jure measures of financial globalization.

How the outbreak of COVID-19 would affect these different indicators under 
economic globalization can differ. Already, van Bergeijk (2019, 2021) argued that 
prior to the COVID-19, many developed countries were experiencing lower levels 
of economic globalization as a result of the anti-globalization wave that has engulfed 
Global North. The pandemic would likely deepen the impetus of the deglobalization 
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trend and could even have future implications. The onset of the COVID-19 crisis 
created panic-buying in many countries resulting in acute shortages of products on 
shelves of most retail companies. Such occurrences create the notion of over-
dependence of the domestic supply chain on foreign suppliers. This could, conse-
quently, be used as a subtle call to enact protectionist policies in order to build the 
capacity of domestic industries to promote self-sufficiency in the production of 
agricultural and manufacturing goods (Kerr, 2020).

Although the pandemic is global, different regions and countries experienced 
differential effect on various indicators of the economic dimension of globalization. 
In particular, different regions or countries are exposed differently as they are inte-
grated into the global economy at different intensities. The level of integration 
determines the size of the impact of the pandemic on international trade, capital 
flows and FDI. Therefore, regions or countries that are well integrated in the global 
economy experience higher rate of infections. This seems to be the case as many 
less developed countries (LDCs) especially African countries that are less integrated 
in the world economy have significantly low rate of infections.

3.2.1  �Merchandise Trade

Figure 3.3 shows the heterogeneity of merchandise exports and imports before 
COVID-19 outbreak and during the pandemic. Although the figure shows a general 
decline in growth rates for merchandize trade for all countries, the rate of decline 
was most pronounced for the advanced economies as detailed in Table 3.1.

3.2.2  �Trade in Services

Figure 3.3 and Table 3.1 deal with merchandise trade only and miss an important 
part of the puzzle: international trade in services, as it accounts for 25% of total 
trade (Shingal, 2020). The COVID-19 pandemic could be expected to be less delete-
rious for trade in services based on the argument that service trade is less sensitive 
to demand shocks and less dependent on supply finance (Ariu, 2016). However, 
Shingal (2020) argues that social-distancing and contagion-related fears would hin-
der trade in services, as services transactions such as health and education services, 
movement of workers (IT professionals requiring to work onsite) and especially 
tourism require some form of physical proximity between buyers and sellers. 
Preliminary statistics from UNCTAD (2020) also shows a greater negative effect for 
services trade. The statistics show that globally services trade contracted by 21% in 
the second quarter of 2020 compared to 18% decline in trade in goods within the 
same period.

S. K. Afesorgbor et al.
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3.2.3  �Trade by Product

Breaking down the effect of decline in merchandise exports across the different 
products or sectors shows that the effect of pandemic was heterogenous. In particu-
lar, sectors such as automotive and chemical sectors declined significantly in major 
trading economies like the US, Europe and China while sectors within the textile, 

80

90

100

110

120

130

140

150

Advanced economies import Emerging economies import

Advanced economies export Emerging economies export

Fig. 3.3  Global and regional patterns of merchandise trade. (Source: CPB World Trade Monitor, 
accessed March 2021)

Table 3.1  Monthly changes of the volume of international merchandise trade (2020)

Import Export
Advanced 
economies

Emerging 
economies

Advanced 
economies

Emerging 
economies

January −0.6% −0.2% −0.9% −7.5%
February −0.2% −2.2% 1.4% 0.3%
March −3.4% 1.3% −6.2% 7.6%
April −11.3% −5.4% −18.3% −5.5%
May 0.7% −6.4% 3.6% −6.6%
June 5.7% 8.7% 9.4% 8.6%
July 5.3% −0.3% 5.4% 4.9%
August 2.1% −0.2% 3.4% −0.2%
September 2.1% 3.6% 2.4% 2.3%
October 0.7% −0.2% 1.1% −1.5%
November 2.3% 1.4% 1.1% 1.5%
December −0.6% 2.1% 0.7% 0.1%

Source: CPB World Trade Monitor, accessed March 2021
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office machinery and precision instruments actually witnessed an increase in exports 
from China (UNCTAD, 2020). Trade in medical related products including personal 
protective equipment, sanitizers and ventilators witnessed a particularly sharp 
increase of 186% in the second quarter of 2020 and there was similar growth in 
home office equipment such as Wi-Fi routers, laptops and portable storage. It is 
often said that globalization has winners and losers; clearly the same can be said at 
the sectoral level for the COVID-19 pandemic.

3.2.4  �Foreign Direct Investment (FDI)

The heterogeneity of the COVID-19 impact on international flows is not limited to 
merchandise and services trade and also occurs for FDI flows (Fig. 3.4). Although 
the trajectory of falling FDI predates the COVID-19 pandemic reflecting that deglo-
balization was already predating the pandemic, the rapid and significant decline in 
2020 stands out and exceed the decline of the Great Recession. According to 
UNCTAD (2021), the impact of COVID-19 on FDI was immediate, as global FDI 
flows declined almost by nearly half in 2020. Figure 3.4 shows that COVID-19 bit 
into FDI inflows by 42% globally (see also Fig. 3.5). This can be compared to the 
global financial crisis that started in September 2007, but global FDI contracted 
largely later in 2009 by 39%, plummeted at an accelerated rate lately (Demena, 
2017). Figure 3.4 also shows the immediacy of the COVID-19 impact on the global 
FDI. Clearly, the impact of the COVID-19 FDI contraction is both deeper and more 
immediate as compared to the Global Financial Crisis. Again, this decline was 
mostly concentrated in developed countries, with only marginal decline for the 
group of developing countries. As forecasted by UNCTAD (2021), the latter is less 
than expected.
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Fig. 3.4  FDI inflows: global and by group of economies, 2007–2020 (billions of US dollars)
Source: Demena (2017) and UNCTAD (2021). (Note: All FDI figures are billions of US dollars at 
current prices and current exchange rates)
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Figure 3.5 shows the decline in FDI across different regions of the world. 
Developed nations experienced 69% decrease in 2020 compared to 12% decline for 
developing economies. Unexpectedly, the impact among the transition economies 
were very sharp (about 77%), and UNCTAD suggested that this is mainly due to the 
decline of the flows to the Russian Federation. Looking ahead, according to the 
forecast of the UNTAD (2021), the pattern of FDI is expected to remain weak to 
recover in 2021, indicating the outlook remains dire. Thus COVID-19 impact will 
continue to provide a downward pressure on FDI flows.

3.3  �Social Globalization and COVID-19

There are three different sub-dimensions of social globalization and these include 
interpersonal, informational and cultural aspects of globalization (Dreher, 2006). 
According to Gygli et al. (2019) interpersonal globalization involves personal links 
and/or interaction with foreign nationals through events such as migration, interna-
tional telephone calls and international remittances paid or received by citizens. 
Informational globalization measures the actual flow of ideas, knowledge and 
images and it is measured using key variables such as internet bandwidth, interna-
tional patents and technology exports. The cultural aspect of social globalization 
also relates the penetration of foreign cultural products such as franchise acquisition 
or foreign trademarks applications. Keohane and Nye (2000) argue that social glo-
balization is the most pervasive aspect of globalization. Relating the COVID-19 to 
social globalization is thus important and also because the sub-dimensions could be 
affected differently. First, COVID-19 reduces interpersonal globalization. Many 
countries impose travel restriction of both residents and foreign nationals moving in 
and out of the country. The border closure would directly hinder the temporary 
migration, especially tourist and foreign students’ movement in and out of countries.
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Figure 3.6 confirms the possible negative effect on international tourist arrivals 
in the world. Comparing the percentage growth month-over-month for 2019/2020, 
Fig. 3.6 shows 96–97% decrease during the peak of the COVID pandemic and lock-
downs. Although this has reduced marginally over the years the percentage decline 
remains substantially large even by December 2020 (85% lower than as compared 
to December 2019). It were not only the travel restrictions imposed by many gov-
ernments that dissuaded tourist travels; most people may have also voluntarily 
decided to cease travels for personal safety reasons because even when the travel 
restrictions or border closures were removed as suggested by the reported develop-
ments in the fourth quarter of 2020: there was still limited number of tourist travels 
in 2020 compared to 2019. According to the World Tourism Organization (UNWTO) 
world tourism barometer,2 at the beginning of 2021 the demand for international 
travel remained very weak (87% below the January 2019). At the time of writing, 
amid new outbreaks and tighter travel restrictions along with the slower and quite 
uneven distribution of vaccination roll-out across countries and regions a continued 
slowdown was expected. The UNWTO outlined two scenarios for recovery in 2021 
as compared to the historic lows of 2020. In the optimistic scenario international 
travel would rebound in July 2021, leading to a partial recovery by 66%. In the pes-
simistic scenario, the recovery sets in September 2021, resulting to a 22% recovery. 
On balance international arrivals remain 50–70% below the 2019 level of interna-
tional arrivals.

Migrant remittances were also affected not because of any formal restrictions on 
remittances but mainly because of a negative labour market shock on immigrant 
employment. The latter is also confirmed by Chap. 6 on the short-term impact of 
COVID-19 on labour market outcomes of this book (Demena et  al., 2021); the 
authors find that, overall, the pandemic negatively impacts various labour market 
outcomes, especially in developed economies, which subsequently reduces the 
amount of remittances that can become repatriated to developing economies. 

2 https://www.unwto.org/unwto-world-tourism-barometer-data accessed 1 April 2021.
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Orozco (2002) argues that migration represents an important dimension of global-
ization and family remittances constitute a major factor in integrating. Borjas and 
Cassidy (2020) find that in the US labour market, COVID-19 related labour market 
disruptions severely affected immigrants. They explain that joblessness was higher 
among immigrants because they were less likely to work in jobs that could be per-
formed remotely. This stylized fact was also confirmed by Capps et al. (2020), who 
explained that COVID-19 severely affected industries that had higher concentration 
of immigrants especially Latinos in the US. Figure 3.7 shows the long-term increase 
in remittances inflow worldwide and also for developing countries, as well as the 
sharp decrease during COVID-19 era. There was a similar decline for remittances 
following the global financial crisis in 2008/9. It is unclear when recovery sets in 
although recovery after vaccinations could be quick.

3.4  �Political Globalization and COVID-19

Political globalization captures the ability of countries to engage in international 
political cooperation as well as the diffusion of government policies (Gygli et al., 
2019). Key variables used in measuring political globalization include membership 
of international institutions, involvement in treaties, participation in peace-keeping 
missions and development assistance. These various indicators measure how much 
a government is influenced by foreign counterparts and resources.

The initial outbreak of COVID-19 pandemic affected international cooperation 
negatively mainly because of the blame game between the two largest economies in 
the world, the US and China. The Trump administration blamed China for being 
less transparent, failing to contain COVID-19 virus and allowing it to spread to 
other countries. This was also followed by counter-accusations from Chinese offi-
cials, who also blamed the US for mismanaging and failing to take the pandemic 
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Fig. 3.7  Migrant remittance inflows (US$ Billion). (Source: KNOMAD  – https://www.kno-
mad.org/)
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seriously (Horsley, 2020). In addition, the Trump presidency undermined global 
cooperation and global public health when the US cut financial support to the World 
Health Organization (WHO) during the middle of the pandemic. Brown and 
Susskind (2020) viewed the rising anti-globalization sentiments and nationalism 
(Make America Great Again, Brexit) as impediments that undermined the willing-
ness of countries to coordinate their responses in the fight against the pandemic.

3.4.1  �Global Public Good

The occurrence of COVID-19 also presents an opportunity to correct earlier skir-
mishes and for a more global cooperation under the aegis of the WHO in combating 
the virus. Brown and Susskind (2020) have argued that the control of the COVID-19 
pandemic should be treated as a global public good. The increasing level of global-
ization and interdependence of nations make it imperative for the world to treat 
COVID-19 prevention as a global public good; if a single country fails to control the 
virus within its borders, the infection can easily spread beyond its borders to the rest 
of the world (Brown & Susskind, 2020). Additionally, international cooperation in 
vaccine development and distribution are equally important.

Although global cooperation did not start immediately with the outbreak of 
COVID-19, there were many efforts later by different countries to cooperate in 
fighting the pandemic. European countries provided medical gear to China in the 
early phase of the pandemic. Later on, China supported adversely affected countries 
like Italy which became the epicentre of the COVID-19 pandemic in Europe. The 
medical assistance and supplies aid from China to Italy amounted to about 31 tons 
of medical supplies during the peak of the crisis.3 Medical assistance from China 
was received with mixed reactions mainly because it was also believed that the ges-
ture was divisive for the Europe and such acts would play to Chinese geopolitical 
advantage within the region.4 On the medical front, Chinese scientists played a sig-
nificant role in the sequencing of the genome and development of tests that were 
shared with other health facilities across the world (and, hence, helped in detecting 
infection cases and manage the spread of the virus; Horsley, 2020).

Similarly, international assistance of medical aid from countries like Russia sent 
to Italy and even the US (Biscop, 2020) signals the importance of global partnership 
in eradicating the pandemic. Similar medical aid was also transferred from Cuba to 
support medical personnel in Italy. These gestures of international medical assis-
tance also point to a concerted global effort in curbing the spread of the COVID-19 
virus. Politically, the outbreak of the corona virus could be used as a building block 
to reinforce international cooperation in the world and strengthen the pillars of 

3 https://foreignpolicy.com/2020/03/14/coronavirus-eu-abandoning-italy-china-aid/, accessed 31 
March 2021.
4 https://foreignpolicy.com/2020/03/14/coronavirus-eu-abandoning-italy-china-aid/, accessed 31 
March 2021.
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political globalization. Brown and Susskind (2020) cite the EU-led global health 
pledging conference that was committed to raise $8 billion to fund the activities of 
global institutions such as the Global Alliance for Vaccines and Immunization 
(GAVI) and the WHO that are responsible for coordinating the global response to 
the virus. In coordinating their efforts, many leaders of the G20 group of countries 
made commitments, including China who made a pledge to contribute $20 million 
to the fund.5 In March 2021 the head of the WHO together with a group of world 
leaders initiated a discussion calling for international treaty aimed at enhancing 
pandemic preparedness and pandemic response with a view to new diseases in the 
post COVID-19 world.

3.4.2  �Development Cooperation

The other sphere of political globalization is development related foreign aid or 
assistance. Given that the COVID-19 pandemic negatively impacted other sources 
of development finance as presented above, such as FDI, remittances and trade, 
countries in Global South were likely in need of increasing foreign aid.

According to the OECD,6 external financing flows to developing economies fell 
by US$ 700 billion in 2020 as compared to 2019, representing a drop by 45%. The 
report further argued that this reduction in external financing greatly exceeds the 
immediate impact of the global financial crisis by about 60%. Another recent study 
by Adam et al. (2020) indicated that aid in development assistance needs to double 
in order for sub-Saharan Africa to recover. Responses to the substantial gap in 
development finance triggered by the COVID-19 impact appear to be promising. 
The World Bank has pledged to make $160 billion available in grants and financial 
support over a 15-month period to help 100 developing countries respond to the 
health, social and economic impacts of COVID-19.7 Apart from this, individual 
countries are also extending economic and development assistance to poor coun-
tries. For instance, the Netherlands expanded its development financing to develop-
ing countries by US$ 354  million in September 2020 and plans to contribute a 
further US$ 548 million for the upcoming years.8 On March 2021, the US sets to 
lead the world in filling the financial aid gap by allocating US$11  billion in 
International aid in the latest COVID Bill.

5 https://healthpolicy-watch.news/countries-pledge-7-36-billion-euro-towards-global-covid-19-
response/, accessed 31 March 2021.
6 The impact of the coronavirus (COVID-19) crisis on development finance,” Paris: Organisation 
for Economic Co-operation and Development, 24 June 2020, http://www.oecd.org/coronavirus/
policy-responses/the-impact-of-the-coronavirus-covid-19-crisis-on-development-finance-
9de00b3b/ accessed 1 April 2021.
7 https://www.worldbank.org/en/news/press-release/2020/05/19/world-bank-group-100-countries-
get-support-in-response-to-covid-19-coronavirus, accessed 2 April 2021.
8 https://borgenproject.org/the-netherlands-foreign-aid/ accessed on 1 April 2021.
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Brown (2021:2) has argued that the COVID-19 pandemic has greatly accelerated 
significant positive trends, weakening the perception that foreign aid essentially 
flows from the Global North to the Global South and reinforcing awareness of the 
importance of joint efforts for global public goods and humanitarian assistance. He 
further argues that there is renewed emphasis on well-being, instead of aid favour-
ing investment in growth (with the latter having more uncertain benefits for the 
global poor). There is also a need to consider the international fiscal and financial 
system. Van der Hoeven and Vos (2021) in Chap. 2 argue that the global conse-
quences of COVID-19 would have been less severe and that much of the increase in 
global poverty could have been prevented and propose a comprehensive package of 
international tax reform, sovereign debt restructuring and relief, a reform of policy 
conditionality and an increase in the IMF’s special drawing rights geared towards 
developing countries and emerging markets.

3.5  �Outlook for Globalization After COVID-19: A Sense 
of Optimism

The first reason for optimism is the noteworthy resilience of world merchandise 
trade and investment during previous global crises. Multinational enterprises have 
already had their stress test during the 2008/9 collapse of world trade. That collapse 
kickstarted the process of deglobalization, but as illustrated in Fig. 3.2 global mer-
chandise trade and industrial production recovered to previous peak quickly and 
even quicker during the COVID-19 crisis. This is the big difference with the Great 
Depression of the 1930s and it may be related to the fact that world trade is gov-
erned and supported by the multilateral trading system. The shock was sharp and 
immediate, but so was the recovery. The so-called immaterial flows (FDI, remit-
tances, tourism, official development cooperation) have been hit harder and recov-
ery is not to be expected before vaccination is sufficiently ‘truly global’, but the 
expectation of a speedy recovery is realistic at the time of writing.

The attacks on supranational governance and international cooperation were a 
symptom of an underlying disease that paradoxically may have been cured by the 
pandemic. The deglobalization process was driven by greater inequality and a lack-
lustre trickling down of the benefits of international trade and investment. We have 
learned that inequalities are the breeding ground for the spreading of disease and the 
suffering that may follow. Reducing epidemic vulnerabilities requires reducing such 
inequalities. But fighting potential next pandemics implies that we cannot limit our 
attention to inequalities at home, because the equalities around the world – within 
and between countries – provide breeding grounds and disease pools from which 
new variants, viruses and other contagious diseases emerge. The implication is that 
reducing inequalities in other countries and continents becomes a business proposi-
tion: an investment project with a high rate of return.
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And last but not least, the outlook for openness of the world economy is still very 
much better than in the 1930s. Yes, deglobalization exists. Yes, overall globalization 
will probably be lower for the foreseeable future. Our societies will, however, 
remain much more open than at the start of the globalization wave in 1990, con-
nected via the internet with an intensity never seen before in history.
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Chapter 4
Experiences of Eritrean and Ethiopian 
Migrants During COVID-19 
in the Netherlands

Bezawit Fantu, Genet Haile, Yordanos Lassooy Tekle, Sreerekha Sathi, 
Binyam Afewerk Demena, and Zemzem Shigute

Abstract  This chapter aims to shed light on the experiences of Eritrean and 
Ethiopian migrants during the COVID-19 pandemic in the Hague, the Netherlands. 
These include health (both physical and mental), economic and social effects. 
Experiences that were particular to women and children were also explored. 
Eighteen individual migrants varying in terms of their gender, country of origin 
(Eritrea or Ethiopia), profession, years of stay in the Netherlands, and marital status 
were interviewed using an in-depth interview guide. In addition, key informant 
interviews were held with representatives of two organizations working with 
migrant communities. An intersectionality lens was applied to frame the complex 
and interconnected challenges faced by migrants. Specifically, the concepts of pre-
carious work and gender-based division of labor were used to frame findings related 
to financial impact and women’s experience with the pandemic, respectively. 
Research findings revealed intersecting layers of struggle that pose challenges to the 
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lives of these migrants based on various factors such as language skills, employ-
ment, gender, duration of stay in the Netherlands and marital status.

4.1  �Introduction

Since the outbreak of COVID-19, countries around the world have unanimously 
embraced Non-Pharmaceutical Intervention (NPI) measures, including, maintain-
ing physical distance, repeated handwashing, use of sanitizers and facemasks as 
preventive measures. Although these measures are encouraged by health profes-
sionals to maintain a functional health system, they have restrictive implications for 
an individual’s way of life, social interaction, mental wellbeing, and the overall 
economic system (Vieira et al., 2020: 38).

It is perhaps self-evident, that the experience of various groups of people during 
the pandemic will differ based on their social, economic, cultural, and physical 
conditions. A particularly vulnerable group are migrants and potentially the pan-
demic and its associated restrictions are likely to exacerbate difficulties faced by 
them in host countries. As it is, migrants and refugees are consistently faced with 
difficulties such as insecurity, unemployment, and “the ramifications that come with 
the postponement of decisions on their legal status or reduction of employment, 
legal, and administrative services” (Kluge et al., 2020: 1238). Additionally, new and 
ever-changing information about prevention, risks, and treatment of COVID-19 are 
not easily available to migrants, who may hardly speak the local language and have 
not yet fully acculturated into their host countries (Kluge et al., 2020: 1238, see also 
Murshed, 2021).

It is important to shed light on these different experiences and to examine how 
disadvantaged groups, such as migrants, are potentially exposed to further layers of 
difficulties due to calamities such as coronavirus. Accordingly, this chapter investi-
gates the experiences of Eritrean and Ethiopian migrants in the Netherlands based 
on in-depth interviews with eighteen individuals, from the two communities and 
representative of two organizations, namely Helpdesk Nieuwkomers and Pharos, 
which work with migrant communities. The eighteen interviewees were selected 
using snowball sampling method and interviewed from July to August 2020. 
Helpdesk Nieuwkomers is an initiative established at the start of the pandemic by 
four migrant-led organizations advocating for inclusion and empowerment of 
migrants. It is staffed with close to 40 migrant volunteers who answer daily hotline 
calls from newcomers speaking the two most common (migrant) languages, Tigrinya 
and Arabic. The volunteers provide information on various topics related to the 
corona pandemic. Pharos is an organization that works towards “reducing existing 
health disparities between different groups of people” (Pharos, 2020).

The chapter is organized in the following manner. After a brief overview on 
Eritrean and Ethiopian migrants in the Netherlands, findings on the intersecting 
challenges of Eritrean and Ethiopian migrants are provided in section three. Section 
four concludes the chapter with some policy remarks.
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4.2  �Eritrean and Ethiopian Migrants in the Netherlands: 
An Overview

Before the 1970s, migration of Ethiopians to the Netherlands was limited (Van 
Heelsum in Ong’ayo 2010: 78). In the 1980s, the number of Ethiopian migrants 
increased steadily due to drought and economic stagnation in the home country. The 
most recent and main reasons for Ethiopians to migrate to the Netherlands are polit-
ical resistance and disputes with nations bordering Ethiopia (Ong’ayo, 2010: 78). In 
Eritrea, the youth appear to have adopted a ‘culture of migration’ where they ada-
mantly believe migration is the only way to make a decent living for two major 
reasons  - to evade recruitment in the country’s military service and to make an 
economically better living. Since the economic conditions within Eritrea do not 
offer opportunities to the majority, citizens are easily convinced to migrate to devel-
oped countries in search of a better life (Van Heelsum, 2017: 2141). The number of 
asylum requests from Eritreans from total asylum applications has seen an increase 
from 10% in 2014 to 15% in the first half of 2017 (Sterckx et al., 2018). The oppres-
sion and human rights violation in Eritrea enable Eritrean migrants to access ‘long-
term protection’ in the Netherlands. However, trends have shown a decline in the 
provision of residence permits for asylum seekers from 87% in 2016 to less than 
30% in 2017 (Ministry of Justice and Security in Pharos Netherlands 2019: 1). 
Despite this trend, the influx of migrants to the Netherlands remains unabated. 
Although, generally, migrants try to adapt to the living condition and lifestyle in 
developed countries such as the Netherlands, living as a migrant brings its own share 
of challenges, especially when dealing with an unprecedented global crisis like the 
COVID-19 pandemic.

4.3  �Intersecting Challenges of Eritrean and Ethiopian 
Migrants During COVID-19

The situation of Eritrean and Ethiopian migrants in the Netherlands is perhaps no 
different as compared to other migrant groups here in the Netherlands or elsewhere. 
Although many are affected by the coronavirus, vulnerable groups such as migrants 
and those engaged in precarious work are more exposed to its plight. Della Rosa and 
Goldstein (2020) contest the generalized reports and narratives that claim COVID-19 
as an equalizer of a previously unbalanced structure. They argue that the virus itself 
does not discriminate between rich and poor people or nations and has proven to be 
an enigma that even the most economically powerful nations could not control. 
However, those in lower economic conditions, marginalized groups, and migrants 
continue to bear the worst effect of the pandemic (Della Rosa & Goldstein, 2020: 
1). As stated by Norman (2020):
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“…although many people all over the world are now riding the same storm, they are doing 
so in very different boats” (Norman, 2020: 1).

All the findings of our research pointed to the intersection of different identities 
that exacerbate Eritrean and Ethiopian migrants’ experience with COVID-19. 
Whether it is children, recently arrived migrants, women, single mothers, all faced 
circumstances that intersected to influence and, in most cases, worsen their experi-
ence with the pandemic.

One of our key informants, who is a co-founder of the helpdesk, explained the 
situation during the lockdown, when hospitals discouraged in-person appointments 
unless for serious health cases as follows:

“Language is a major barrier for recent migrants, they might speak enough Dutch or English 
to make an appointment but not to explain their issues in detail, which hinders them from 
getting an appointment at the hospital. In severe health cases, volunteers at the helpdesk 
called the general practitioners themselves to explain and obtain an appointment” [Helpdesk, 
Co-founder].

Our research participants have one unifying factor, that is, their migrant identity 
in the Netherlands. This migrant status of individuals is a prominent factor exposing 
them to various vulnerabilities, commonly reflected by majority of our research 
participants. However, a key point worth noting is, even within this migrant popula-
tion, experiences differ. Some coped relatively better while others suffered more 
based on factors such as gender, age, marital status, health status, means of liveli-
hood, educational status, knowledge of Dutch and English language, and other per-
sonal characteristics.

While this pandemic has become a uniting factor for some, it has created a clear 
point of demarcation, among others. For instance, many nations have closed borders 
to non-citizens. “Citizenship appears to have resurfaced as the ultimate marker of 
belonging and solidarity” (Triandafyllidou, 2020: 261). However, this does not 
mean citizens of a country are less likely to be infected by the virus or carry it to 
their countries of origin, it just means national solidarity transcends protection from 
the virus. “In other words, states weigh their obligation towards solidarity and pro-
tection of citizens above the risk that they may be carrying the virus” (Triandafyllidou, 
2020: 261). This pleads questions like, what about those who do not reside in their 
home countries and those who cannot travel back to their countries? What about 
those who are striving to make a home outside of their home? Those who are labeled 
‘migrants’ and treated as second class citizens? Who stands for humanity outside 
the confinement of national boundaries and citizenship, especially during an unfore-
seen catastrophe such as the COVID-19 pandemic?

The prominent challenges faced by the Eritrean and Ethiopia community are 
presented in the following sub-sections.
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4.3.1  �The Downside of Staying Inside – Fear, Anxiety 
and Confusion

The NPI measures such as staying home and physical distancing, which are under-
taken to curb pandemics have dire psychological consequences, which include anxi-
ety, stress, and depression. These impacts are not only felt during the pandemic but 
might cause prolonged complications for a person’s mental health (Rauschenberg 
et al., 2020: 5). Impacts, such as depression, anxiety, and panic attacks, were also 
reported by interviewed Eritrean and Ethiopian migrants. A female respondent who 
is an asylum seeker living in Rijswijk camp for the last 3 years shares her concern 
about social distancing as follows:

“I worry because I live in a camp. I share a living room, a bathroom, and a kitchen with 7 
roommates while 3 of us stay in one room. Since it is a shared living space, I am afraid, even 
if I apply all protective measures, my roommates might still expose me to the virus” 
[Female, 29, Asylum Seeker].

Kluge et al. (2020) also argue that refugee camps are particularly prone to expose 
their residents to virus infection. “These camps usually provide inadequate and 
overcrowded living arrangements that present a severe health risk to inhabitants and 
host populations” (Kluge et al., 2020: 1238).

The psychological impacts of isolation and distancing are potentially worse 
among migrants adjusting to a foreign land, away from loved ones. Ironically, when 
asked about what worried them, interviewees reported greater anxiety about the 
conditions back in their country of origin than about the situation in the Netherlands. 
They worried about the vulnerable health systems, poor livelihoods, and lack of 
social safety nets in Eritrea and Ethiopia. A male respondent shares  his con-
cerns about the conditions in Ethiopia:

“I am worried about the situation back home because the economic condition depends on 
people’s daily labor. People will not follow distancing and staying home measures because 
they cannot afford to do so. The recent political instability in Ethiopia is also adding fuel to 
the fire” [Male, 50, Engineer].

As discussed in Ayenew and Pandey (2020), Ethiopia has a “…very low health 
care workforce density of about 0.96 for every 1000 population”. This alarming 
statistics “coupled with shortage of hospitals, mass use of public transportation, 
shortage of sanitation materials including water, hiding suspected cases, lack of 
personal protective equipment for health care providers, presence of immune-com-
promised people are among the major driving factors making Ethiopia one of the 
challenged developing country in facing this unprecedented COVID-19 spread” 
(Ayenew & Pandey, 2020:1).

In relation to the weak health system in Ethiopia, a 30-year-old interviewee from 
Eritrea shared his heightened worry when he learnt about two people testing posi-
tive in Mai-Ayni refugee camp in Ethiopia, where his family is currently living. As 
explained in Kluge et al. (2020), in most cases, refugee camps do not provide essen-
tial survival needs such as clean water, soap and are marked by a lack of medical 
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professionals and insufficient access to vital health-related information. This is 
especially worse in developing countries, like Ethiopia, where Mai-Ayni camp is 
located.

Here, we can observe the layers of struggle faced by migrants. Hearts and 
thoughts are torn between home and the place where they currently reside. Even if 
migrants feel they have managed to get themselves to better living conditions in 
developed countries, their hearts and thoughts remain with their families back home 
whom they perceive are in difficult conditions. The inability to travel and see loved 
ones and continued internet shutdown in Ethiopia prevents migrants from contact-
ing their families.

4.3.2  �Heterogeneity of Migrants: Financial Shock Felt 
Differently by Different Migrants

Financially, as may be expected, the pandemic has impacted migrants differently 
depending on their field of occupation. Interviewed migrants are engaged in various 
sectors including service industry (waiter, food delivery, taxi drivers), caretaking for 
the elderly, business owners, and some employed in professional institutions.

Businesses such as freelancers, taxi drivers with own vehicles, and restaurant 
owners, experienced the worst financial effect of the pandemic. The Dutch govern-
ment provided a onetime payment of 4000 Euros to business owners in March 2020. 
For those who lost their jobs, the government provided unemployment benefit of 
1050 for singles and 1500 for families. Businesses lost significant portion of their 
earnings and were hence forced to dip into their savings. For instance, a 46-year-old 
male taxi driver reported a decrease in his monthly income from 4500 Euros to an 
unemployment benefit of 1500 Euros. This shows a significant plummet in his 
income, which forced him to make various adjustments on expenses.

On the other hand, as reflected from the discussion of migrants from Eritrea who 
work in food deliveries, those working in food delivery experienced an increase in 
income, which could be due to the preference to order online than going out during 
lockdown. The relatively low language, education and skill requirements in the sec-
tor seems to attract high participation of migrants, especially recent migrants. 
However, this comes at the cost of exposure to health risks as more hours spent 
outside increase the chances of infection, which shows the precarious and risky 
nature of the delivery job.

This is supported by Huijsmans (2020) who argues that those who work in deliv-
ery jobs acknowledge the risks brought about by moving across different restaurants 
to pick up food and going to different locations/homes to deliver.

“Especially in places where one knows things have been touched a lot by many different 
people … and you have to touch that button or hold that door handle, “you know there is 
something wrong, but you have to [do it]”, one Deliveroo rider remarked” (Huijsmans, 2020)
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As stated in Gelatt (2020), people’s occupation directly influences their risk of 
contracting COVID-19. While many companies, institutions and professionals have 
opted to go virtual, service sector jobs such as deliveries, caretaking, cleaning, and 
other service-related jobs, which are mainly occupied by migrants continue to be 
performed physically, hence increasing migrant’s risk to the virus.

Similarly, Siegmann (2020) brings to the forefront the underrated work per-
formed by low wage workers engaged in food delivery and care work. The work of 
those participating in the service industry can be classified as “essential work”. 
Though essential, these jobs are also considered “precarious” because they present 
a risk to the workers. “Thus, while symbolic and literal applause for essential work-
ers reveals a level of cognizance of their importance, in fact, the coronavirus crisis 
even aggravates these workers’ precarity” (Siegmann, 2020: 1).

In the UK, a survey of 2108 adults revealed high interest among respondents to 
stay isolated, if they could (Atchison et al., 2020). This shows an inability to cope 
with the consequences, rather than a lack of interest that hinders many individuals 
from applying preventive approach such as staying home. According to this study, 
“those with the lowest household income were six times less likely to be able to 
work from home and three times less likely to be able to self-isolate”. They further 
argued that “[t]he ability to adapt and comply with certain NPIs is lower in the most 
economically disadvantaged in society” (Atchison et al., 2020: 2).

Some found themselves in a more difficult situation as they were laid off from 
their jobs. A 30-year-old male from Eritrea, who was a coffee machine operator in 
a restaurant, explained his vulnerability since his contract has been terminated due 
to financial loss to the employing restaurant during the lockdown. He further 
explained the inadequacy of 375 Euros compensation to cover his expenditure. On 
the other hand, a 50-year-old male, working as engineer, discussed that both he and 
his wife were granted a 10-day care leave that can be used to care of children or 
other reasons. He explained this was particularly helpful to manage his workload 
and homeschooling of kids during the lockdown. This clearly shows the inequality 
within migrants. As recent Eritrean and Ethiopian migrants are not employed in 
secure jobs, this delineates the difference in the financial effect of the pandemic 
among migrants.

The mainstream narrative states that those with already existing medical condi-
tions are more threatened by COVID-19. Nevertheless, poor health conditions inter-
sect with poor economic conditions and many people fall under both categories, 
exacerbating their exposure to COVID-19.

“The COVID-19 pandemic has illuminated the stratification of society in every nation-state 
it has touched. The pandemic has unmasked the hidden systems of inequality that are lost 
in the mundanity of everyday life fracturing the veneer of capitalist meritocratic society” 
(Nolan, 2020: 1).

A representative of Pharos stated that most recent Eritrean migrants do not come 
from the cities. They come from rural areas, which increases the likelihood of being 
uneducated. This makes it difficult for them to easily integrate within the Dutch 
environment. She discusses “…the amount of paperwork, I can’t imagine how you 
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deal with that when you have not learned how to read or write”. This demonstrates 
the interplay between lack of education and the migrant status of individuals in 
excluding them from the system and any financial or health benefits.

4.3.3  �Risking Health for Social Capital

According to the discussion by a representative from Pharos, it was difficult for 
Eritreans to follow the rules of staying home. Their hesitation to physically visit 
people was interpreted as ‘uncaring’ character, due to cultural expectations, which 
reserve phone calls and other ways of communication for distant family and friends. 
Within these cultures, those who truly care about other’s wellbeing, always take the 
time to visit. As a result, many braved into the houses of loved once, while bearing 
the risk.

Cruwys et al. (2020) “social identity model of health risk-taking” explains this 
finding. According to his model, which is based on the social identity theory, 
humans have two separate but also interrelated means of locating sense of identity. 
On a more personal basis, we identify ourselves as individuals with a unique iden-
tity. We also conform to social identities that are part of a bigger social structure, 
emanating from various groups such as religion. We usually hold these groups near 
and dear to our hearts while also taking pride to be associated with them.

“Through their capacity to transform psychology and behavior, group processes fundamen-
tally structure our perception of safety versus vulnerability. … potential threats arising from 
ingroup members – particularly those with whom we share a strong social identity – will be 
perceived as less risky, and inspire greater risk-taking behavior” (Cruwys et al., 2020: 585).

For these migrants, who are connected by their migrant status in a foreign land, 
their country of origin (Eritrea/Ethiopia) and/or religious backgrounds (Christianity/
Islam) constitute essential parts of their identity. These forms of social identities 
influence the decision to implement COVID-19 preventive measures or not. In some 
cases, they made a deliberate choice to conform to social expectations while disre-
garding public health regulations to spend time with friends and loved ones during 
the holiday seasons.

As per the discussion with the co-founder of the helpdesk, the number of migrant 
infections skyrocketed during Easter and Eid holidays in April and May 2020 
because people were gathering for celebrations. Even if the church was closed, peo-
ple still risked the fine of 390 Euros and kneeled in front of church gates to get 
God’s blessings. A belief in God’s protection seems to transcend over the fear of the 
pandemic. This explains the rise in the number of infections among Eritrean and 
Ethiopian migrants during the festivities of Easter and Eid-Al-Adha.
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4.3.4  �Experience of Migrant Women with COVID-19

Based on our interviewees, we noticed that in some households, particularly those 
who have arrived in the Netherlands in the recent past, household chores are typi-
cally left for women. Some women, especially stay-at-home mothers are heavily 
reliant on their husbands/partners to obtain any information, including information 
on COVID-19. For example, a 36-year-old female informed that she is completely 
dependent and subservient to her husband. She relied on him to manage household 
income, make doctor’s appointment, and even obtain information about 
COVID-19.  Furthermore,  some interviewed Eritrean women were victims of 
domestic abuse by their husbands/partners. For these women,  verbal abuse and 
heightened vulnerability have become a day-to-day phenomena  during the 
lockdown.

As confirmed by a representative from the helpdesk, domestic violence cases 
have always been an issue among the Eritrean community, but the numbers increased 
during the lockdown. During the lockdown, physical and verbal abuse were happen-
ing in the presence of kids. When the helpdesk reported cases of violence to the 
concerned body, investigators refused to help because they did not feel safe to go to 
the reported households due to the risk of COVID-19 infections.

Sieffien et al. (2020) also argue that increase in domestic violence is one of the 
ramifications of staying home, especially for immigrants and asylum seekers. “High 
density, close-quartered living conditions, debilitating poverty … could be risk fac-
tors more commonly found in this population” (Sieffien et al., 2020: 2).

Our research  findings also indicate the disproportionate share of household 
chores borne by mothers during the lockdown. This is especially worse for single 
mothers who need to take care of their kids while doing household chores and work-
ing from home. Lewis in Power (2020) makes an interesting observation that 
“school closures and household isolation are moving the work of caring for children 
from the paid economy-nurseries, schools, babysitters- to the unpaid one” (Power, 
2020: 68). As stated by the United Nations (UN) in Power (2020), this care work 
usually falls on women, which worsens their situation.

In addition to performing household chores, the responsibility of schooling kids 
and taking care of other family members in the household is left for women, even 
when they are performing paid work. This is “because of the persistence of tradi-
tional gender roles and partly because of the structure of women’s economic partici-
pation, which is more likely to be part-time, flexible, and less remunerative” (UN in 
Power, 2020: 69).

A 28-year-old female widow who is also a single mother of two children 
expressed her worries as follows:

“I panicked every time a post came to my mailbox because I did not understand what it 
meant. Under normal circumstances, I used to take letters to organizations such as Dutch 
Refugee Council (Vluchtelingenwerk Nederland/VWN), but they were closed, which made 
me too stressed because I did not want to end up in debt” [Female, 28, Unemployed].
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She continued expressing her frustration with the hospitals when her son fell sick:

“My son was very ill, but I could not reach the general practitioner. They were asking me 
too many questions, which I did not understand so I hang up the phone and just cried. 
Afterwards I heard about the helpdesk and was able to get an appointment with their help” 
[Female, 28, Unemployed].

4.3.5  �Family Status Determining Experience of Children 
with COVID-19

Economic conditions and educational background intersected with the migrant sta-
tus of parents and families to influence children’s experience with online education. 
Language is one of the major barriers for recent migrants. Most of the recent 
Eritrean and some Ethiopian migrant parents do not have a good command of both 
Dutch and English languages, which prevents them from understanding emails and 
communications sent from schools.

As explained by the co-founder of the helpdesk, many less-educated migrants 
were in panic as they did not understand the information shared by schools. Online 
schooling was a big problem since they did not know how to support or guide their 
children. “There were many who could not differentiate between a password and 
username to login to the system of the schools”. Even after they managed to log in 
with the help of volunteers at the helpdesk (through video calls), they could not 
understand the instructions to support their kids, which resulted in some children 
falling behind and attending mandatory summer schools to catch up.

Findings also show that in some households, there was a mismatch between the 
number of computers and the number of children in the household. As explained by 
the helpdesk representative, “Schools were alarmed because the majority of migrant 
kids were not participating in the online education system; these schools were call-
ing parents and the helpdesk to reach out the children”.

Similar observations were made by research conducted in Turkey and Germany. 
The online schooling system introduced due to COVID-19 provided a blanket solu-
tion to all residing in these countries, but failed to consider the specific conditions 
of marginalized groups, specifically migrants. The problems faced by migrant fami-
lies and children, especially refugees include the inability to access the online edu-
cation system arising from lack of gadgets such as computers, tablets, or smartphones 
in the household. Under these conditions, communication between the schoolteach-
ers and the students was completely halted (see also Gómez & Andrés, 2021). For 
example, in Turkey, around half of refugee children were unable to conduct home-
schooling during the lockdown (Kollender &Nimer, 2020: 5).

In contrast, when speaking to educated parents, results showed that migrant par-
ents who have been trained in the Dutch education system from their bachelors or 
earlier found it relatively easy to support their kids with schoolwork. A father of 
four daughters, who has lived in the Netherlands for longer than 30 years discusses:
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“It was a time when I was able to regularly check in on my children’s education” [Male, 46, 
Taxi driver].

For those who were educated in their countries of origin, they found the Dutch 
method of education quite puzzling. As described by one interviewee:

“I was almost depressed because it was too much to handle; juggling my work, parenting 
my kids that were home 24/7 and supporting their online education while dealing with the 
stress of a pandemic” [Female, 38, Consultancy firm owner]

Similarly, a mother of two children who had to manage her online accounting 
work with homeschooling kids expressed her dismay:

“The kids were restless at home, not as disciplined as they would be in school. The home 
setup is obviously different from school, so they were acting as if they were on a break and 
unable to take schoolwork seriously” [Female, 38, Accountant].

Others complained about the loads of emails crowding their inboxes daily with 
specific instructions. Narrating her experience:

“Even for me as an educated person, it was difficult to understand the teaching system. 
When I tried to explain what I understood, the kids refused my methods, they only accepted 
what the teacher says as if it is a scripture from the bible” [Female, 38, Consultancy 
firm owner].

Issues related to living conditions were also discussed by some families living in 
small apartments that felt suffocated when the whole family had to stay in for a long 
period. Kids were reported to fight more often, disrupting the household.

When asked about the quality of education, most parents expressed their concern 
with online education. It was a new system, which many did not fully comprehend 
and therefore could not support their children. Additionally, the kids were distracted 
because the setting was different from the formal school.

On a positive note, some parents appreciated the close monitoring of students by 
the schools.

“I am very impressed with the teachers’ and the schools’ commitment. They were following 
up with each student, making individual phone calls, and providing reading materials. The 
online classes were carried out well” [Male, 46, Taxi driver].

The above discussion shows a varied experience of migrant kids with online 
education depending on factors including economic conditions and educational 
background of parents.

4.4  �Conclusions and Policy Implications

COVID-19 experiences are differentiated based on numerous identities and social 
factors. Our research findings have revealed the intersecting axes of vulnerabilities 
that have exacerbated the experience of Eritrean and Ethiopian migrants with the 
COVID-19 pandemic in The Hague. Missing family members, worrying about 
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loved ones back home, employment in precarious and unstable jobs, coupled with 
fear for one’s life are some of the tough realities of the life of these migrants. 
Isolation and distancing, that appear as easy concepts to grasp as well as implement 
on the surface, pose a challenge for migrants who live in crowded living conditions.

Language is a major barrier that hinders recent migrants from obtaining crucial 
health-related information and other social benefits. When looking into the financial 
impact of the pandemic, the migrant identity of individuals intersected with type of 
employment in determining the financial effect of the COVID-19 crisis. Gender 
identity also intersected with the migrant status of women exacerbating their experi-
ence with the pandemic, which is related to the gender-based division of labor in the 
countries of origin that leave most or all household chores to women.

The intersection of economic conditions and educational status also impacted 
children’s online education experience during the lockdown. Parents with low level 
of education and income faced difficulty to support their children with online 
schooling. This ensued significant negative implications and resulted in the require-
ment of some children to attend summer school.

A keen approach to deal with infectious disease such as COVID-19 is an all-
inclusive one that does not discriminate based on economic or social status. 
Excluding migrants from awareness creation, health services and information does 
not only have negative consequence for migrants themselves but also ‘undermines 
the effectiveness of relevant public health efforts’ (Guadagno, 2020: 13).

Our findings call for COVID-19 preventive measures to include the needs of 
migrants especially by institutions working with migrants in the Netherlands such 
as municipalities (Gemeentes), Dutch Refugee Council (Vluchtelingenwerk 
Nederland), Pharos and others. These organizations could make use of insights and 
inputs from migrants themselves to design and implement projects targeting 
migrants. Moreover, these organizations could explore the potential of settled 
migrants by using them as cultural mediators (sleutelpersonen) to serve as a bridge 
between new migrants and the organization’s staff, which are mostly local, Dutch.

To curtail the language barrier, translated and visualized information can be pro-
vided on preferred media (for example, Facebook and WhatsApp). Findings reveal 
that many Ethiopian and Eritrean migrants exhibit strong religious identities, thus 
religious institutions and communities can be used as platforms to disseminate 
information.

Another important field to address is online education. Government support 
should prioritize low-income families especially when implementing a fully online 
education system. Special assistance should also be provided by schools for migrant 
kids with less-educated parents.

Pandemics, as in the case of COVID-19, call for solidarity by all, especially for 
groups who share many similarities such as migrants from the same country of ori-
gin. Settled Ethiopian and Eritrean migrants should also collaborate to support 
recent ones by serving as cultural mediators. Having been in the position of new 
migrants themselves, they fully comprehend and can even predict specific needs of 
recent migrants. They should be reminded of their fellow community members who 
have not yet acculturated fully to the community and hence prone to confusion in a 
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new land. Interventions involving migrants themselves to support other migrants 
can complement efforts made by the Dutch government.

In short, our findings suggest that a blanket solution to all is not only impractical 
but could also exacerbate the vulnerability of marginalized groups, such as migrants. 
Hence, specific problems unique to migrants require specific and contextual 
solutions.

References

Atchison, C. J., Bowman, L., Vrinten, C., Redd, R., Pristera, P., Eaton, J. W., & Ward, H. (2020). 
Perceptions and behavioural responses of the general public during the COVID-19 pandemic: 
A cross-sectional survey of UK adults. BMJ Open, 11(1), e043577.

Ayenew, B., & Pandey, D. (2020). Challenges and opportunities to tackle COVID-19 spread in 
Ethiopia. Journal of PeerScientist, 2(2), e1000014.

Cruwys, T., Stevens, M., & Greenaway, K. H. (2020). A social identity perspective on COVID- 
19: Health risk is affected by shared group membership. British Journal of Social Psychology, 
59(3), 584–593.

Della Rosa, A., & Goldstein, A. (2020). What does COVID-19 distract us from? A migration stud-
ies perspective on the inequities of attention. Social Anthropology, 28(2), 257–259.

Gelatt, J. (2020). Immigrant workers: Vital to the US COVID-19 response, disproportion-
ately vulnerable. Migration Policy Institute. Available at: https://www.migrationpolicy.org/
research/immigrant-workers-us-covid-19-response#:~:text=March%202020-,Immigrant%20
Workers%3A%20Vital%20to%20the,COVID%2D19%20Response%2C%20Disproportionat-
ely%20Vulnerable&text=Six%20million%20immigrant%20workers%20are,during%20
the%20COVID%2D19%20pandemic. Accessed on 20 Mar 2021.

Gómez, G. M., & Andrés Uzín, G. J. P. (2021). Effects of COVID-19 on education and schools’ 
reopening in Latin America. In E. Papyrakis (Ed.), Covid-19 and international development. 
Springer.

Guadagno, L. (2020). Migrants and the COVID-19 pandemic: An initial analysis (Migration 
research series no 60). International Organization for Migration.

Huijsmans, H. (2020). Restaurants are empty, but the work continues: Freelance food delivery in 
times of COVID-19. https://issblog.nl/2020/05/18/COVID-19-restaurants-are-empty-but-the-
work-continues-freelance-food-delivery-in-times-of-COVID-19-by-roy-huijsmans/. Accessed 
on 17 Mar 2021.

Kluge, H. H. P., Jakab, Z., Bartovic, J., D’Anna, V., & Severoni, S. (2020). Refugee and migrant 
health in the COVID-19 response. The Lancet, 395(10232), 1237–1239.

Kollender, E., & Nimer, M. (2020). Long-term exclusionary effects of COVID-19 for refugee 
children in the German and Turkish education systems: A comparative perspective, IPC–
MERCATOR Policy Brief, July 2020.

Murshed, S.  M. (2021). Consequences of the Covid-19 pandemic for economic inequality. In 
E. Papyrakis (Ed.), Covid-19 and international development. Springer.

Nolan, R. (2020). ‘We are all in this together!’ COVID-19 and the lie of solidarity. Irish Journal 
of Sociology, 29(1), 1-2-106.

Norman, J. (2020). Gender and COVID-19: The immediate impact the crisis is having on women, 
British Policy and Politics at the London School of Economics (LSE), Blog entry, April 2020. 
Available at: https://blogs.lse.ac.uk/politicsandpolicy/gender-and-covid19/#:~:text=April%20
23rd%2C%202020-,Gender%20and%20Covid%2D19%3A%20the%20immediate%20
impact%20the,crisis%20is%20having%20on%20women&text=Women%20do%2C%20
on%20average%2C%2060,less%20time%20for%20paid%20work. Accessed on 20 Mar 2021.

4  Experiences of Eritrean and Ethiopian Migrants During COVID-19 in the Netherlands

https://issblog.nl/2020/05/18/covid-19-restaurants-are-empty-but-the-work-continues-freelance-food-delivery-in-times-of-covid-19-by-roy-huijsmans/
https://issblog.nl/2020/05/18/covid-19-restaurants-are-empty-but-the-work-continues-freelance-food-delivery-in-times-of-covid-19-by-roy-huijsmans/
https://blogs.lse.ac.uk/politicsandpolicy/gender-and-covid19/#:~:text=April 23rd, 2020-,Gender and Covid-19: the immediate impact the,crisis is having on women&text=Women do, on average, 60,less time for paid work
https://blogs.lse.ac.uk/politicsandpolicy/gender-and-covid19/#:~:text=April 23rd, 2020-,Gender and Covid-19: the immediate impact the,crisis is having on women&text=Women do, on average, 60,less time for paid work
https://blogs.lse.ac.uk/politicsandpolicy/gender-and-covid19/#:~:text=April 23rd, 2020-,Gender and Covid-19: the immediate impact the,crisis is having on women&text=Women do, on average, 60,less time for paid work
https://blogs.lse.ac.uk/politicsandpolicy/gender-and-covid19/#:~:text=April 23rd, 2020-,Gender and Covid-19: the immediate impact the,crisis is having on women&text=Women do, on average, 60,less time for paid work


58

Ong’ayo, A. (2010). Ethiopian organisations in the Netherlands. In A. Warnecke (Ed.), Towards 
a comparative assessment of factors determining diaspora intervention in conflict settings: 
Somali and Ethiopian diaspora Organisations in Europe. Bonn International Centre for 
Conversion.

Pharos. (2019). Eritrese vluchtelingen. https://www.pharos.nl/factsheets/eritresevluchtelingen/. 
Accessed on 14 Nov 2020.

Pharos. (2020). English. https://www.pharos.nl/english/. Accessed on 14 Sept 2020.
Power, K. (2020). The COVID-19 pandemic has increased the care burden of women and families. 

Sustainability: Science, Practice and Policy, 16(1), 67–73.
Rauschenberg, C., Schick, A., Goetzl, C., Roehr, S., Riedel-Heller, S. G., Koppe, G., Durstewitz, 

D., Krumm, S., & Reininghaus, U. (2020). Social isolation, mental health and use of digital 
interventions in youth during the COVID-19 pandemic: A nationally representative survey. 
European Psychiatry, 64(1), e20. https://doi.org/10.1192/j.eurpsy.2021.17

Sieffien, W., Law, S., & Andermann, L. (2020). Immigrant and refugee mental health during the 
COVID-19 pandemic: Additional key considerations. Canadian Family Physician, Mississauga, 
Canada. Available at: https://www.cfp.ca/news/2020/06/23/06-23-1. Accessed on 21 Mar 2021.

Siegmann, K. A. (2020). From clapping for essential workers to revaluing them. Global Labour 
Column, 339, 1–2.49.

Sterckx, L., Fessehazion, M. & Teklemariam B.  E. (2018). Eritrean asylum status holders in 
the Netherlands. The Netherlands Institute for Social Research, the Hague, the Netherlands. 
Available at: https://www.scp.nl/english/Publications/Summaries_by_year/Summaries_2018/
Eritrean_asylum_status_holders_in_the_Netherlands. Accessed on 21 Mar 2021.

Triandafyllidou, A. (2020). Commentary: Spaces of solidarity and spaces of exception at the times 
of Covid-19. International Migration, 58(3), 261.

Van Heelsum, A. (2017). Aspirations and frustrations: Experiences of recent refugees in the 
Netherlands. Ethnic and Racial Studies, 40(13), 2137–2150.

Vieira, C. M., Franco, O. H., Restrepo, C. G., & Abel, T. (2020). COVID-19: The forgotten priori-
ties of the pandemic. Maturitas, 136, 138–141.

B. Fantu et al.

https://www.pharos.nl/factsheets/eritresevluchtelingen/
https://www.pharos.nl/english/
https://doi.org/10.1192/j.eurpsy.2021.17
https://www.cfp.ca/news/2020/06/23/06-23-1
https://www.scp.nl/english/Publications/Summaries_by_year/Summaries_2018/Eritrean_asylum_status_holders_in_the_Netherlands
https://www.scp.nl/english/Publications/Summaries_by_year/Summaries_2018/Eritrean_asylum_status_holders_in_the_Netherlands


59© The Author(s), under exclusive license to Springer Nature 
Switzerland AG 2022
E. Papyrakis (ed.), COVID-19 and International Development, 
https://doi.org/10.1007/978-3-030-82339-9_5

Chapter 5
Consequences of the Covid-19 Pandemic 
for Economic Inequality

Syed Mansoob Murshed

Abstract  The impact of the COVID-19 pandemic is likely to increase various 
forms of economic inequality in wealth and income. This is because the income of 
the poor was adversely affected more, both because of the already present technol-
ogy driven trends in unskilled labour substitution, but also because the types of 
employment that the world’s poor engage in was most severely disrupted by 
COVID-19, and the subsequent public health response. This is in contrast to medi-
eval pandemics, which tended to increase the wage-rental ratio. Certain countervail-
ing income and job protection schemes can help, but it is mainly a short-term 
palliative. Population weighted international inequality has also increased. Unless 
checked, further increases in inequality will strengthen recent trends in illiberal, 
populist, governance.

5.1  �Introduction

The Covid-19 pandemic has afflicted humanity since the beginning of 2020, and no 
end seems in sight at the time of writing, despite progress in developing vaccines 
and treatments for the disease. In addition to the human costs of lost lives, and the 
adverse long-term health effects for many who have survived the illness, there are 
also major economic costs. The pandemic engendered a major downturn in most 
economies, resulting in a dramatic decline in output of a much greater magnitude 
than is usual with most recessions. This is because of a decline in aggregate demand, 
in addition to the supply shock engendered by the pandemic. Economic recessions 
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are normally associated with increasing inequality, as well as poverty,1 because the 
poorer segments of society are disproportionately affected by economic contraction 
in terms of the loss of income and employment (see also Demena et al., 2021 and 
Romanello, 2021). The more impoverished are also more greatly affected by the 
disease burden, because they are less able to take precautionary measures such as 
social distancing (Fantu et al., 2021; Wagner, 2021). Thus, the adverse impact of the 
pandemic both on the health and economic well-being of the more disadvantaged in 
society will be greater, implying rising inequality. There appears, therefore, not 
much to debate about the direction of the consequences of the Covid-19 on eco-
nomic inequality. The mechanisms through which this inequality increasing effect 
works, however, merit attention, and that is precisely what this work essays to do. 
The measurement of the consequences of the pandemic will require revision for 
years to come.

Historically, protracted pandemics and wars can often be harbingers of systemic 
change, including the distribution of income, and this is what is discussed in the 
next section. In the section that follows, we work out the simple macroeconomics of 
pandemics on output, employment and inequality along with a summary of the 
scant (mainly conjectural) empirical evidence on inequality effects that currently 
exist. This is followed by a section on the possible effects of the pandemic on global 
inequality and the globalisation-inequality nexus. The last section concludes with a 
cautionary note on the consequences of yet more increased inequality for demo-
cratic governance.

Before proceeding further, some stylised facts about inequality need mention. A 
degree of economic inequality is inevitable in any society, reflecting the price paid 
for the incentivization of risk and work effort, but inequality that is systemically 
perpetuated, preventing certain groups in society and the under-privileged from ris-
ing, is described as inequality of opportunity. This form of inequality is both unde-
sirable and economically inefficient (Stiglitz, 2012; Roemer, 1998). Inequality has 
been rising all over the world and has mainly been ascribed to labour saving techni-
cal progress (Dabla-Norris et al., 2015) and financial globalisation (Furceri et al., 
2017). The former leads to real wage compression for unskilled labour, as well as 
precarious employment; the latter causes further increases in the capital share of 
national product, exacerbating the weakened bargaining power of labour over capi-
tal. Inequalities in income are the most common inequality metric, but inequalities 
in wealth are far greater, and the ownership of wealth is far more concentrated com-
pared to income.2 The chief concerns with these developments are to do with the 
income and wealth share of the richest 1% of the global population, whose income 

1 This work will concern itself with inequality and not poverty. Increases in poverty due to the 
pandemic merit independent analyses; with falling output and rising inequality, poverty is bound 
to increase.
2 According to Piketty (2014), the accelerating trend in inequality mainly stems from wealth 
inequality. There is a tendency for wealth to national income ratios to increase since the 1970s; 
wealth, whose ownership is more concentrated than income, multiplies faster than wage income 
creating an ever widening gap between capital and labour, the biggest source of inequality.
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and wealth is rising faster compared to all groups, including the relatively less rich. 
Inequality is usually measured using indices, the most common among which is the 
GINI3 coefficient. Another point about inequality which needs to be borne in mind 
is the fact that as average income increases it is feasible to have greater inequality, 
as the distance between subsistence (or socially acceptable minimum living stan-
dards) and average income grows: this is referred to as inequality possibility 
(Milanovic, 2016) or the extraction rate (Scheidel, 2017).

5.2  �Pandemics, Protracted Violence and Inequality

Earlier pandemics have sometimes produced, or set in train, transformations in the 
sense described by Polyani (1944). The Black Death (magna pestilencia) of circa 
1348-50, heralded the demise of the feudal economic system (Scheidel, 2017; 
Routt, 2008), a process which was to last three centuries, ending with the cataclys-
mic Thirty Years War of 1618-48 (Hobsbawm, 1954). The decimation of the popula-
tion following the Black Death4 made land more abundant relative to labour, 
increasing the wage-rental ratio. This had the impact of lowering inequality, a ten-
dency moderated by the falling price of grain in the late fourteenth century. It also 
altered the composition of output, leading to less grain production, increased animal 
husbandry, and the pattern of Europe-wide trade in woollen products, halting the 
hitherto flourishing Silk Route trade (Routt, 2008). There was also political turmoil, 
with peasant revolts in Belgium prior to the Black Death, in England in 1381, and 
in Germany in the early sixteenth century (Scheidel, 2017). These may have had 
some levelling effects. The feudal system, however, lingered till the end of the 
Thirty Years War (Hobsbawm, 1954), which also produced intermittent epidemics. 
Hobsbawm (1954) characterized the seventeenth century as a period of crisis in 
Europe. The conclusion of that catastrophe radically altered the global economic 
system in many ways, chief of which was the decline of Venetian Mediterranean 
trade. Citing detailed evidence from the devastated German city of Augsburg, 
Scheidel (2017) outlines the ‘equalizing’ consequences of physical devastation, par-
ticularly through the proscription of the richest segments of society.

Voightländer and Voth (2013) point to wars and war-related epidemics from the 
Black Death up to the eighteenth century arguing that the decrease in population 
caused an increase in per-capita income, as the stock and productivity of land was 
left unaffected. This provided rulers with a taxable surplus, which they invested in 
armies and armaments, producing even more war.

3 The GINI coefficient is the sum of differences of all incomes or income groups from the mean or 
average income. It is usually computed to range from 0 to 100, with the former implying perfect 
equality, and the latter perfect inequality, such that increases in the GINI imply more inequality.
4 The Black Death may have killed up to half the population in England and a third of the Italian 
population; Scheidel (2017).
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Using an apocalyptic, Biblical, analogy Scheidel (2017) speaks of ‘four horse-
men’ which have acted as the great (economic) levellers throughout history: total 
war necessitating mass mobilization (not short-lived wars fought by professional 
armies), state collapse, pandemics and political revolutions. All four of these phe-
nomena, are inter-related, and endogenous to each other. Indeed, Scheidel (2017) 
goes far enough to suggest that these four violent forces are the only ones that 
engender sustained decline in inequality. He begins by drawing attention to the 
Roman empire of classical antiquity where the concentration of wealth at the top 
mirrors much of the present-day wealth holdings of the top 1%. The decline of the 
(Western) Roman empire had a strong equalizing effect on economic inequality in 
Europe until the high Middle ages, preceding the Black Death of the fourteenth 
century, which halted the trend increase in inequality for a century and a half. 
Similar, developments can be discerned for Asia, with some differences in timing. 
He argues, in accordance with other scholars, that the next biggest event that reduced 
inequality were the two world wars of the twentieth century, commencing in 1914, 
and continuing until the 1970s/80s due to welfarist and egalitarian policies pursued 
in the aftermath of the Second World War. This period of increasing equaliza-
tion  (1914–80) is also the period of declining wealth to GDP ratios (and falling 
rental to growth ratios) highlighted by Piketty (2014). It also suggests that the two 
historical episodes of economic globalisation (1870-1914 and 1980 to the present) 
demonstrate Kuznet cycles; inequality first rises and then falls as globalisation 
diminishes (Milanovic, 2016).5 We have, however, not yet witnessed a discernible 
end to our current phase of globalisation, although there may be indications of de-
globalisation (van Bergeijk, 2019).

Barro et  al. (2020) study the economic impact of the great Spanish influenza 
pandemic of 1918-20, an event on which we have reliable data. That pandemic 
killed off about 2% of the global population (with the greatest mortality rate as a 
proportion of the population being in India), and on average GDP declined by 6% 
per country. The Spanish influenza pandemic may have reinforced the equalization 
forces set about the cataclysmic events of the Great War of 1914-18.

The present pandemic’s impact on wealth and income inequality is yet to emerge, 
but what must be borne in mind is that in present-day production labour is more 
substitutable than ever before due to artificial intelligence and robotisation, provid-
ing scope for the capital-labour ratio to rise. The wage-rental ratio is, therefore, 
unlikely to rise in the wake of the current pandemic, suggesting that channel of 
equalisation is not in force unlike with medieval plagues.

5 Milanovic (2016), in contrast to Scheidel (2017), argues that income inequality, especially in the 
UK, began falling well before 1914.
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5.3  �Macroeconomics of the COVID-19 Pandemic 
and Inequality Trends

The current pandemic, and its associated lockdowns, has resulted in both a negative 
supply shock as supply chains are disrupted, and a negative demand shock as dis-
posable incomes diminish. For households, this is chiefly due to the diminution in 
labour supply, either because of the reduced demand for labour (involuntary unem-
ployment) or the voluntary withdrawal of labour engendered by the fear of infec-
tion. The reduction in labour demand is likely to be greatest for the provision of 
personal services, which is the category most pervasive among precariously 
employed and low-income workers. By contrast, higher income knowledge workers 
are hardly affected because of their ability to work remotely. Adverse aggregate 
demand (consumption) effects of unemployment amongst workers who cannot 
work from home can be mitigated by employment and income support schemes, 
and many such policies have been enacted.

It is worthwhile considering a simple (Keynesian) macroeconomic model with 
heterogenous households in terms of their income, assets and lockdown employ-
ment prospects in the spirit of the model constructed by Kaplan et al. (2020). This 
is described below:
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In the above Y stands for aggregate supply or national income, which is nega-
tively related to the intensity of infection, R. National income is postulated to accrue 
to households. We envisage a variety of household groups ranging from 1 to n, 
arrayed in order of their income and wealth. C stands for consumption, I for invest-
ment which is a negative function of both interest rates, r and the intensity of infec-
tion, R, G stands for government expenditure, and T for the external trade balance 
(exports minus imports). As indicated, households are heterogenous or unequal in 
terms of their disposable income, Yi

D, which is defined in (2) as being equal to wage 
income, w from employment, L, less a proportionate tax, t and liquid assets B avail-
able to household, (i). Poorer households will receive lower wage rates, and are 
more likely to be laid off due to lockdown responses to the rising infection rates. 
They are likely to have fewer liquid assets (savings) at their disposal for emergen-
cies; indeed, this income component will be negative for indebted households.

Totally differentiating (5.2) with respect to the infection rate, R, setting initial 
t = 0, we find:
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The terms on the right-hand side of (5.3) are likely to be negative the poorer the 
household. For more affluent and highly skilled workers who can work from home, 
the first two terms on the right-hand side of (5.3) will be unaffected, and for some 
high skilled occupations may even be positive. The second term on the right-hand 
side of (5.3) may be negative on account of the voluntary withdrawal of labour by 
some workers who fear (and derive disutility from) infection at the work-place. The 
liquid asset position of better remunerated workers may also increase, as they con-
sume less due to lockdown. The adverse effects on low-income, unskilled workers 
unable to work from home may be mitigated by employment and income support 
policies. In short, inequality based on household income and consumption will 
increase, as soon as the income/employment protection schemes cease. Also, the 
functional distribution of income will move in favour of the more skilled and those 
able to work from home, given the heightened demand for skills related to informa-
tion technology and artificial intelligence aimed at lowering the labour output ratio 
(labour saving technical progress).

A related question centres around the eponymous livelihood-lives trade-off. 
Lockdowns are a response to heightened infection rates. They shut-down compo-
nents of the economy where the physical presence of the worker is required for 
production or involve the delivery of (mainly personal) services. In Eq. (5.1), we 
have made aggregate supply on the left-hand side of the equation a negative func-
tion of the infection rate. This is because the pandemic, left to its own devices, will 
potentially wreak havoc on the working population who complement the capital 
stock and intermediate goods needed in production, besides further attenuating 
aggregate demand for goods. The pandemic will inevitably engender a recession. 
For it to become a truly aggravated or dark recession,6 associated with long lasting 
negative aggregate supply consequences, a laissez faire (do nothing) health response 
to the pandemic needs to be followed. In many countries, governments, at first, were 
hesitant about lockdown due to their ideological orientation and/or beliefs. This can 
worsen the negative economic impact of the pandemic by raising the probability and 
duration of recessions. Indeed, Deaton (2021) provides us with evidence that pro-
jected economic growth rates are negatively correlated with pandemic mortality 
rates. In other words, the economic down-turn due to the pandemic is worse in 
countries with greater COVID-19 related deaths.

Gans (2020) presents us with a pandemic possibility frontier (PPF) drawn in 
economic activity and health space; see Gans (2020) chapter 1. The PPF is concave 
to the origin and represents diminishing trade-offs between greater public health 
and economic activity at any point in time (Fig. 5.1). The pandemic shifts the PPF 
inwards, and if no public health response, such as lock downs are implemented, a 
dark recession with deeper PPF shrinkages emerge. Moreover, non-convexities or 

6 See Gans (2020) on dark recessions.
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discontinuities emerge in the post-pandemic PPF, indicating unobtainable health-
economy combinations, due to the dark recession. The recovery of the economy 
depends upon the avoidance of a dark recession, early action such as swift lock-
downs, followed by targeted smart interventions such as test and trace, followed by 
mass vaccinations. This will allow the PPF to shift back to its original position. In 
the immediate aftermath of the pandemic, or its resurgence, any lives-livelihood 
trade-off is chiefly chimerical.

Dabla-Norris et al. (2015) and Ostry et al. (2014) show that the recent growth 
experiences of a cross-section of developed and developing countries suggest that 
excessive inequality is harmful to growth prospects. Hence, the belief that growth 
was assisted by inequality as a reward for risk and investment is much less valid in 
our time. In short, the equality-growth trade-off is weaker than before. This could be 
because greater inequality leaves economies more prone to financial crises, greater 
inequality results in less human capital accumulation, and because inequality con-
tains within it the seeds of conflict, which is harmful for growth. In empirical mod-
els, redistributive policies, including social expenditures, appear to no longer harm 
growth prospects (Ostry et  al., 2014) by crowding out private investment. 
Traditionally, it was believed that redistributive policies financed by taxation were 
distortion-inducing, even when they resulted in greater equity and social justice. 
Economic efficiency and equity needed to be separated, and furthermore there was 
an efficiency–equity trade-off (see Okun, 1975), which no longer seems to hold true.

The current pandemic will exacerbate poverty, particularly in developing coun-
tries. But the present work focusses on inequality, and it is still too early to work out 
the precise impact on metrics of income inequality, such as the GINI coefficient, 
because post-pandemic household surveys are yet to occur. Despite that, Furceri 
et  al. (2020) have carried out hypothetical simulations based upon the measured 
effect of pandemics in the recent past, beginning with the SARS epidemic of 2003 
to the Zika outbreak of 2016. They find that pandemics exacerbate income inequal-
ity in the 5 years that follow, and inequality measured in terms of net GINIs (after 
taxes and transfers) is even worse than market GINIs. This suggests that govern-
ment interventions through the fiscal system have a regressive effect on the distribu-
tion of income. The channels that engender this inegalitarian outcome are not only 
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Fig. 5.1  Pandemic 
Possibility Frontier. 
(Source: Gans, 2020, 
Chapter 1)
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worsening incomes of the poor, but also bleaker employment prospects for the less 
skilled, who are presumably pushed into more precarious employment.

The PEW Institute (2021) provides us with evidence of a shrinking global mid-
dle class, whom they define to be households where each member lives on between 
$10 and $20 a day in 2011 purchasing power parity (PPP)7 dollars, using World 
Bank data and estimates on changes in income globally. They estimate that the 
global middle class will shrink by about 54 million individuals, with the bulk of 
these occurrences, about 60%, taking place in India. A declining middle class pro-
vides prima facie evidence of growing inequality and greater polarisation. Thus, we 
can say more about international inequality changes due to the pandemic compared 
to changes in national income distributions at this juncture, and this is what I turn 
to next.

5.4  �Global Inequality

The interested reader can find a detailed elucidation of the concepts and measure-
ment of global inequality in Milanovic (2016). A lot hinges on the unit of analysis, 
and whether it is the country or the household. In the former case, we take the aver-
age or per-capita income of a country as the metric for comparison. With the latter 
metric, the planet is treated as one country with households as the unit of analysis. 
If the country is the unit of analysis, measurement issues are more resolvable, as we 
have readily reliable data on per-capita incomes, whereas with the household 
method we need internationally comparable household surveys, which are not avail-
able prior to 1988.8 Even with the country level analysis, which effectively treats 
everyone in the country as having its average income, there are two different meth-
ods. The first method, known as concept 1, is the inequality in average incomes 
across countries treating every country irrespective of population size as one equal 
unit, hence China and Antigua have the same weight. If we do apply population 
weights then we have concept 2 global inequality, and much of changes in this met-
ric are driven by what happens in the more populous states of the world, such as 
China and India. Both these inequality measures decline when differences in cross-
country average income decline, we have closing per-capita gaps between rich and 
poor nations.

Concept 1 international inequality (all countries given identical weights) kept 
creeping up until approximately 2000, when it started to decline because growth 

7 Purchasing power parity controls for differences in the cost of living internationally, compared to 
the United States. Thus, poorer countries, where the cost of living is lower get assigned a greater 
income compared to market exchange rates which tend to devalue living standards in poorer 
countries.
8 With per-capita incomes a lot hinges on the PPP exchange rate year employed; the methodology 
of household surveys also raises issues because in some countries (developing Asia minus China, 
Africa) household income is made equivalent to household expenditure.
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rates had recovered in all developing countries (compared to the 1980s and 1990s 
sub-Saharan African and Latin American nations fared poorly in their growth rates). 
For the first decade after 2000, growth rates in nearly all developing countries went 
ahead of the planet’s the richer nations. Concept 2, population weighted interna-
tional inequality has been steadily declining ever since China’s growth resurgence 
in the 1980s, belatedly joined by India in the 1990s, as they collectively account for 
about 40% of the world’s population.

Next, we have the concept of ‘global’ inequality, based upon the inequalities in 
household income across the planet. Global inequality may have declined by about 
2 percentage GINI points between 1988 and 2008 to around 70.5 (Milanovic, 2016), 
but this finding, as the author points out, may mask the serious underestimation of 
the income of the top decile in the income distribution, who are often missed out in 
household surveys. In recent years the greatest beneficiaries of changes in the global 
income distribution have been the world’s super rich (the top 1% in the income 
distribution), along with the middle classes in emerging market economies, chiefly 
in China and India; the greatest losers have been the lower middle and low income 
groups in developed countries, the traditional working class blue collar household, 
and more recently the hollowing out of the middle class in some rich countries.

Global inequality can be further decomposed into inequality within nation states, 
as well as the inequality between countries based on their average incomes. The 
inequality within nations has been rising everywhere, despite a short brake on 
inequality during the tenure of progressive regimes in Latin America between 2000 
and 2010. The other component of global inequality is the inequality between 
nations, and here we can focus on the population weighted differences in per-capita 
income between nations. We would expect global inequality to fall as average 
income in the most populous developing countries (China and India) catches up 
with rich countries, and indeed this has been the case. But when we combine the two 
factors that make up global inequality, most of present-day global inequality still 
continues to be attributable to between country inequality, that is the inequality 
which stems from differences in average income between rich and poor nations. 
How rich or poor an individual depends on their position in the hierarchy of occu-
pational incomes, but is more attributable to where they reside and work. A bus-
driver may be poor because of his disadvantaged place in the wage league table, but 
more importantly it depends on where he is a bus-driver (a rich or poor country). 
Thus, according to Milanovic (2016) there is a citizenship rent, and consequently 
we may describe it as the global inequality of opportunity. Across the world, 
Milanovic (2016, figure 1.8) demonstrates that the share of billionaires wealth rela-
tive to global GDP was under 3% in 1987; this had increased to more than 6% by 
2013. Accompanying this, the national income share of the middle class (defined as 
having an income in the range of 25% above and 25% below median national 
income) declined over this time period in nearly all Western democracies, with the 
United States exhibiting the lowest middle-class share, and the UK not far behind 
with the fourth lowest share (Milanovic, 2016, figure 4.8).

Global inequality tends to rise as globalisation accelerates (1870-1914 and after 
1980), and declines when the international economy either de-globalises (as 
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between 1914-45), or is managed in the style of the Bretton Woods era of 1945 to 
1973. How will the current pandemic affect global inequality?

We do not have internationally comparable post-pandemic household surveys 
yet, but we have forecasts for growth in per-capita income, as well as COVID-19 
induced national income changes for 2020. This allowed Deaton (2021) to investi-
gate the impact of the pandemic on concept 1 and 2 global inequalities. First, Deaton 
notes that there were more reported COVID-19 fatalities in richer countries, and 
secondly GDP growth forecasts for 2021 by the international financial institutions 
is negatively related to COVID-19 mortality. China, both in terms of the reduction 
in its GDP, as well as COVID-19 deaths did better than most countries; whereas, 
India fared badly in both respects. Taken together, all of these stylised facts point to 
a fall in concept 1 (population unweighted) global inequality because the poorer 
economies of the world appear to have suffered less national income compression. 
Concept 2 (population weighted) global inequality, however, increases slightly. 
This, Deaton (2021) argues, is because China came out better than other countries, 
and as an upper-middle income country, increases in its relative per-capita income 
pushes up concept 2 global inequality. Given that within country income inequali-
ties are set to rise as well, we may safely conjecture that global inequality has risen.

5.5  �Conclusions: Inequality and Democratic Governance

The immediate impact of the COVID-19 pandemic is, therefore, likely to accelerate 
various forms of economic inequality in wealth and income. This is because the 
income of the poor was adversely affected more, both because of the already present 
trends in unskilled labour substitution, but also because the types of employment 
that the world’s poor engage in was most severely disrupted by COVID-19, and the 
subsequent public health response. Certain countervailing income and job protec-
tion schemes can help, but it is mainly a short-term palliative. Population weighted 
international inequality has also risen because China’s economy suffered less, and 
recovered faster, from the pandemic. In the short to medium-term there appears to 
be no livelihood-lives trade-off as countries with more COVID-19 mortality suf-
fered greater national income contractions. Recent empirical evidence suggests that 
excessive inequality does not foster economic growth, and furthermore increasing 
social protection does not crowd out private investment, so the efficiency-equity 
trade-off is no currently inapplicable.

In the final analysis, the growth in inequality in the last four decades poses a 
menacing challenge to liberal-democratic governance. There is a rising wave of 
autocracy (VDEM report, 2021), especially in developing countries, accompanied 
by a rise in ‘populism’ in the context of democratic electoral processes, chiefly, but 
not exclusively, in developed countries. All of this occurring in the background of 
a highly globalised international economy, which helps to alter the domestic social 
contract in favour of the rich. The forces behind highly internationally mobile 
capital in a globalised context forces promote plutocratic policies and declining 
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social protection in order to maintain international ‘competitiveness’. Greater, and 
rising, inequality is the product of accelerating globalisation, and trade favours the 
highly skilled and owners of footloose capital. In the traditional Western democra-
cies where the traditional working class, and in some instances even the lower-
middle income groups have become pauperised and left bereft of hope there is a 
political backlash resulting in a vacuum which seemingly only populists can fill. 
Rodrik (2018) suggests that the rise in populism coincides with hyper-
globalization  (Murshed, 2020). The vote share of populist parties since 2000  in 
selected European and Latin American nations has exceeded 10% (Rodrik, 2018, 
figure 1). The crucial mechanism in the middle which helps transform increased 
globalisation into populist political success is inequality. Examples of recent popu-
list victories include in the United States in 2016, in the UK in 2019 (along with 
Brexit referendum in 2016), Brazil in 2018 and in India in 2019. These populists 
are elected with nationalistic agendas, but do little to lessen inequality, while pro-
moting illiberal and intolerant tendencies. This is the curious admixture of popu-
lism and plutocracy (Pierson, 2017).

In recent times, liberalism and democracy have become strange bedfellows. The 
majority can always tyrannize the minority in purely elective democracies unless 
constrained by liberal institutions and precepts. Excessive inequality, not only con-
tains within it the seeds of conflict, it can also undermine the liberal aspects of 
democracy in settings where the electoral engine of democracy still appears to func-
tion as smoothly as ever by ushering in populist plutocrats into power.
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Chapter 6
The Short-Term Impact of COVID-19 
on Labour Market Outcomes: 
Comparative Systematic Evidence

Binyam Afewerk Demena, Andrea Floridi, and Natascha Wagner

Abstract  This chapter uses advanced meta-analysis techniques to evaluate the 
short-run impact of COVID-19 on various labour market indicators. Using 2429 
reported estimates of labour market outcomes associated with COVID-19 from 29 
empirical studies conducted in 12 countries, we show that large parts of the docu-
mented literature exhibit substantial publication bias. After controlling for publica-
tion bias, we find almost no practically meaningful impact of COVID-19 on 
earnings, hours worked and (un)employment. Next, we investigate if the identified 
publication bias is caused by publication characteristics. However, these character-
istics do not appear to drive the identified bias. We also uncover the differences 
between developed and developing countries. The findings indicate that in practical 
terms both groups of countries experienced hardly any measurable short-term 
impacts of COVID-19 on the labour market. Furthermore, we detect systematic 
upward publication bias for unemployment and job loss in developed countries, and 
downward bias for employment, hours worked and earnings in developing coun-
tries. Overall, we concluded that in the short-run no major labour market effects 
could be identified related to formal employment.

6.1  �Introduction

Disasters like epidemics or pandemics occur unexpectedly and can cause large 
shocks across the world not only to the health of those concerned but also to the 
organisation of life and daily activities including labour market dynamics. The onset 
of the global coronavirus pandemic (COVID-19) has resulted in a dramatic reduc-
tion in economic activity due to government introduced restrictions and individual 
behavioural reactions in the form of reduced mobility and economic activity because 
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of the fear of health risks (Crossley et al., 2020). Government induced lockdowns 
and individual behaviour adaptations disrupted the production processes of firms, 
and affected the demand for labour by the firms and the workers’ ability and will-
ingness to work. Therefore, COVID-19 has the potential of negatively impacting 
labour market outcomes by suddenly reducing both employers’ labour demand and 
workers’ labour supply (Kim et al., 2020).

Existing studies identify that health shocks from a pandemic impact labour mar-
ket outcomes through direct and indirect channels (e.g., see Béland et al., 2020a). 
One direct channel stems from sickness and mortality as well as from care duties 
that deter workers, temporarily or permanently, from participating in the labour 
force. This direct channel corresponds to the destruction of human capital. Another 
direct channel is the increased risk and uncertainty about the future economy which 
may change investment behaviour. Consequently, employers may want to reduce 
labour costs and capital may be directed to essential industries (e.g., medical equip-
ment manufacturers) or to areas that are relatively less affected by COVID-19 
(Béland et  al., 2020b). The indirect channel operates via changes in behaviour 
driven by the fear of infection, which leads to a fear of association with others and 
reduces the labour force participation. For instance, due to the fear of contagion and 
increased housework such as childcare and elderly care, workers may want to 
reduce working hours or drop out from employment (Kim et al., 2020).

These direct and indirect channels that trigger changes in labour demand and 
supply are likely to affect employment per se as well as working hours and wages; 
yet, the effects are a priori ambiguous since many channels are at work (Béland 
et al., 2020a, b; Kim et al., 2020). There is an emerging, and rapidly growing body 
of the empirical literature that has started exploring the effects of COVID-19 on 
labour market outcomes. However, the existing empirical studies have only rein-
forced the theoretical ambiguity, as they present contrasting findings which are far 
from being conclusive. We have reviewed the large number of published and unpub-
lished empirical studies conducted until February 2021 and systematically identi-
fied 2429 reported estimates of labour market outcomes associated with COVID-19 
from 29 empirical studies. A bird’s-eye view of the primary empirical studies high-
lights the extent of disagreement in terms of the direction of impact and the statisti-
cal significance (Fig.  6.1). Approximately 58.2% find significant labour market 
impacts, whereas the other 40.8% report positive and negative, but insignificant 
impacts.

Given the divergent impact in terms of direction and significance, this chapter 
aims to contribute to the very recent debate by synthesizing the available empirical 
studies employing advanced meta-analysis techniques. In line with recent meta-
studies in development economics (e.g., see Demena, 2015; Demena & Bergeijk, 
2017; Bergeijk et al., 2019; Demena & Afesorgbor, 2020; Floridi et al., 2020, Floridi 
et  al., 2021) the chapter will rigorously compile all available evidence by first 
assessing the overall average effect and significance of COVID-19 on labour market 
outcomes. Second, the chapter investigates whether the literature suffers from pub-
lication bias, and if so the extent of the bias. Next, we provide the genuine underly-
ing impact after filtering out publication bias and last, we classify the empirical 
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studies into developing and developed country analyses to provide a comparative 
perspective.

The remainder of the chapter is organised as follows: Sect. 6.2 describes the 
data collection and empirical approach in the context of the recent meta-analysis 
guidelines in Economics (Havránek et al., 2020). Section 6.3 details the results and 
Sect. 6.4 presents the comparative analysis between developed and developing 
countries. The final Section provides concluding remarks.

6.2  �Data and Empirical Approach

6.2.1  �Database Construction

For searching, coding, and analysing the reported and available empirical studies, 
we adopted the recently updated reporting guidelines for meta-analysis in econom-
ics (Havránek et  al., 2020) and combine this guideline with the population-
intervention-comparison-outcome-context (PICOC) protocol provided by Petticrew 
and Roberts (2008). The PICOC protocol was used as it fits well for policy-oriented 
systematic reviews (Floridi et al., 2020). Our population consists of the labour or 
workforce of a given country; the considered impact or explanatory variable is the 
incidence of the Coronavirus pandemic (COVID-19); we compare the condition of 
the labour force between the pre- and post-pandemic period and study as outcomes 
changes in employment levels, working hours, and income or earnings; the context 

Fig. 6.1  Direction and statistical significance of COVID-19 impacts on labour market outcomes 
(N = 2429)

6  The Short-Term Impact of COVID-19 on Labour Market Outcomes: Comparative…



74

is worldwide with a focus on comparative evidence between developed and devel-
oping countries.

To identify existing and accessible empirical studies, the initial stage of the 
extensive search started with the Google Scholar web engine. To reduce the large 
number of retrieved studies, we limit the search to those articles using the same 
words of the query in the text (allintext) or in the title (allintitle); for instance: 
“allintext: labour market”. We searched using broad combinations of keywords: 
“COVID-19 + labour market effects”, “pandemic + employment”, “COVID-19 + 
hours of work”, and “COVID-19 + job loss”. Using these wide sets of keywords, we 
have identified a huge research output. Although this field of research is very recent 
as it deals with the current pandemic, for instance, the use of the keywords 
“COVID-19 + labour market effects”, has led to about 19,000 potential studies to be 
initially inspected based on titles, abstracts, and keywords. Using Google Scholar, 
we also conducted a forward search to investigate studies that are already citing a 
given publication. Furthermore, hand searching was added to the internet search to 
include references that were found in the studies selected in the initial Google 
Scholar search.

The initial inspection of titles and keywords combined with a screening of 
abstracts in case of uncertainty resulted in 102 potential primary studies.1 In gen-
eral, the identified studies make use of variants of the following model to estimate 
the impact of COVID-19 on various labour market outcomes:

	
Y PostCOVID Xipt t ipt ipt ipt� � � � �� � � � �

	
(6.1)

where Y is a measure of a labour market outcome of individual i in region or prov-
ince p at time t. X represents the vector of observable characteristics to control for 
individual characteristics, such as gender, age, and the level of education, ϴ controls 
for unobservable fixed effects, such as provincial fixed effects and time fixed effects 
and ε is the error term. The onset of the COVID-19 pandemic is captured by the 
variable PostCOVID  that takes the value of 1 for all months following the local 
outbreak of COVID-19 (in most cases all months after February 2020) and zero 
otherwise. In such a model, our variable of interest is the parameter β, representing 
the average labour market response to the pandemic.

Most first-stage studies from title and abstract screening were irrelevant as we 
used an inclusive search query that resulted in a large set of false hits, and hence we 
dropped 44 studies after examining the introductions and conclusions of the initially 
identified 102 studies. After having identified the potential primary studies, in the 
second stage, the review proceeded with the selection of articles satisfying the 
inclusion criteria for a detailed review. We strictly apply the following inclusion 
criteria: (i) English language and (ii) empirical micro-econometric studies that 
report (iii) regression-based coefficients of the PostCOVID  variable on a given 
labour market outcome along with a standard error or t-value as well as the sample 

1 We employed a similar procedure as specified by Demena (2017) and Floridi et al. (2020).
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size. In this second stage screening of the identified studies, we conduct an in-depth 
examination of the full texts. This process led to the inclusion of 19 eligible studies. 
In addition the hand-search of the reference lists of these papers led to 10 additional 
primary studies resulting in a dataset of 29 studies for 12 countries2 published until 
February 2021. Figure 6.2 provides the flowchart (PRISMA) of the 3-stage study 
selection process: Identification, Screening and Eligibility.

After establishing study eligibility a Microsoft Excel template was designed for 
coding. Coding was conducted on several characteristics related to measures and 
effects of COVID-19, as well as study and journal publication quality features. In 
line with meta regression analysis (MRA) requirements, the selection of the primary 
studies was conducted by two researchers independently to reduce bias due to 
human error. Coding was initially done by AF and then independently reviewed by 
BD to check the consistency. After double-checking the initial data and consensus 
on disagreements, the dataset was transferred to a Stata file for analysis.

2 These are Australia, Bangladesh, Canada, Colombia, Greece, India, Mexico, the Netherlands, 
Singapore, Spain, the United Stata of America, and Vietnam.

Screening

Identification

Eligibility

102 search results identified using electronic databases and titles, 
keywords, and abstracts screening 

2nd stage screening: 58 studies 
for full text review  

38 excluded after 1st stage screening 
of introductions and conclusions –

false hits 

6 excluded since identified as 
duplicates 

10 additional records 
identified via manual 

search

29 studies included in the review 

38 excluded after full text review: 
Review papers, cross-country analysis, 
macro-economic impact, qualitative, non-
English studies, supply-side analysis

Fig. 6.2  Schematic flowchart of the empirical studies’ selection process (PRISMA). (Source: 
Adapted from Demena et al., 2020)
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6.2.2  �Putting the Collected Estimates Together

We have collected various labour outcome indicators to systematically assess the 
impact of the recent pandemic. Because of the various proxies for labour market 
outcomes, it is necessary to use some standardisation approach to make the reported 
COVID-19 estimates comparable across primary studies. Following recent meta-
analyses (e.g., Floridi et al., 2020; Floridi et al., 2021), we use the partial correlation 
coefficient (PCC) to make the estimated effect of COVID-19 on labour market out-
comes comparable across studies. We compute the PCC as follows:

	

PCC
t

t df
is

is

is is

�
�2

	

(6.2)

where PCCis represents the partial correlation coefficient between the COVID-19 
indicator and any given measure of a labour market outcome with i denoting the 
reported regression specification of the primary study s; tis is the associated t-value 
of the reported coefficient and df are the degrees of freedom of each estimate’s 
regression. Using the PCCs, we are able to provide summary statistics across the 
different reported indicators of labour market outcomes.

6.2.3  �Dataset

The analysis exploits a meta-dataset with 2429 estimates from 29 studies. The aver-
age and median number of estimates per study are 82 and 70, whereas the minimum 
and maximum are 2 and 415, respectively. Because the pandemic spread worldwide 
during the first quarter of 2020, the literature is very recent: the oldest study dates 
back to April 2020, and the most recent one is from January 2021. Relatedly, due to 
the recent flourishing of the empirical literature we identified only four peer-
reviewed studies.

The analysed empirical literature is mainly geared toward developed countries: 
we retrieved 24 studies focusing on developed countries (1901 observations) which 
are considerably more than those on developing countries (463 effects from five 
studies).

The included studies focus on a variety of labour market indicators; we included 
in our analysis five main outcomes: employment, hours worked, earnings, job loss 
and unemployment. Roughly one of three estimates derives from employment indi-
cators (33.8%), followed by hours worked (32.7%), and job loss (14.7%). Earnings 
make up for 10.4% and unemployment for 8.4% of the estimates. We then sort the 
five outcome indicators in two groups based on the expected signs of change. On the 
one hand employment, hours worked, and earnings are expected to decrease due to 
the outbreak of Covid-19 and hence display negative coefficients; on the other hand, 
unemployment and job losses are expected to be positively affected as they are 
likely to increase due to the pandemic.

B. A. Demena et al.
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6.2.4  �Empirical Strategy

�Funnel Plots

The reported estimates might be subject to publication selection bias, which is 
known as common tendency in empirical research (Stanley & Doucouliagos, 2012). 
Publication bias arises when researchers, journal editors and referees prefer or 
expect specific reported signs of the estimates or just higher statistical significance 
regardless of their sign. In the field of economics, various meta-analysts have 
already reported strong publication bias. For instance, Demena (2015) and Demena 
and Bergeijk (2017) identified positive bias in the literature of foreign direct invest-
ment and spillovers; Bergeijk et al. (2019) found bias on the economic determinants 
of sanctions and Floridi et al. (2020) showed positive publication bias in the litera-
ture about the formalisation of informal firms.

To detect whether the primary studies considered here are affected by choice-
driven biases, we start with a graphical inspection of the estimates reported. We use 
a common graphical tool: the funnel plot is a scatterplot that presents the inverse of 
the standard error on the y-axis and the effect size on the x-axis and looks like an 
inverted funnel (Demena, 2014). However, the funnel plot is subjective since it can 
only be visually inspected, and it cannot be used to conclusively determine the 
absence or presence of publication bias which requires a more formal statistical 
approach.

�Statistical Analysis

To detect and correct artifacts of choice-driven biases we employ a more powerful 
econometric approach, namely the meta-regression model (MRM). More specifi-
cally, the following equation is estimated:

	
PCC SE eis pccis is� � �� �0 1 	

(6.3)

where PCCis is the measure of the labour market outcome derived using Eq. (6.2) 
and SEpccis is the associated standard error, eis is the error term of the mete-regression. 
The parameter β0 is the genuine underlying effect and β1 denotes publication bias. 
This basic MRM shows that as sample size increases and thus the available quantity 
of information increases, SEpccis will approach zero (Demena, 2014). That implies 
that with large samples the PCCis will approach the intercept in Eq. (6.3), implying 
that the underlying genuine effect is corrected for publication bias. Put differently, 
in the absence of bias, the overall genuine effect should vary randomly around the 
intercept β0 and should be independent of the standard error SEpccis  (Stanley & 
Doucouliagos, 2012). Conversely, the presence of selection bias can be detected if 
reported estimates of labour market outcomes are correlated with their standard 
errors (Demena, 2017).
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As already introduced in the data section, the reported estimates of labour market 
outcomes are derived from various econometric designs, specifications, and sample 
sizes. Hence Eq. (6.3) can potentially suffer from heteroskedasticity implying that 
plain vanilla OLS should not be applied. To reduce this problem, Stanley and 
Doucouliagos (2012) suggest that Eq. (6.3) should be estimated with a weighted 
least squares (WLS) approach using as weights the inverse of the variance of the 
estimated PCCis. This results in the following estimating equation:

	
t SE uis pccis is� � � � �� �1 0 1 /

	
(6.4)

where  tis denotes the t-statistic measuring the statistical significance of the 
PCC. Testing the null hypothesis that β1 =0 allows us to investigate the issue of 
publication bias, which is known as the funnel asymmetry test (FAT). Rejecting the 
null hypothesis indicates the presence of selection bias. Similarly, testing the null 
hypothesis that the slope in Eq. (6.4) is zero, i.e., β0 =0, we estimate the genuine 
underlying effect (if any) after filtering out publication bias, which is known as 
precision effect test (PET). Rejecting the null hypothesis implies that there is a 
genuine underlying effect.

�Econometric Concerns

A major concern in estimating Eq. (6.4) is the issue of within-study dependence 
when multiple estimates are collected from each study. We have gathered multiple 
estimates for a given study which are unlikely to be statistically independent 
(Demena, 2015). To correct for within-study dependence, we first employ OLS 
combined with clustered standard errors (CDA) after the transformation into the 
WLS model. Next, we use a fixed effect (FE) estimation that can also address 
within-study variation. Beyond within-study dependence, however, between-study 
dependence is also an important concern because multiple primary studies are pub-
lished by the same authors (and thus estimates derived from two or more studies 
published by the same authors are unlikely to be statistically uncorrelated). To 
account for this, we employ the multi-effect, multi-level model (MEM) since con-
trary to the OLS and FE models it accounts for both dependencies jointly. Thus, we 
present the CDA approach as baseline result and augment it in a next step with 
FE. Then we conduct the MEM; in interpreting our results we give most weight to 
the latter model.

Another potential empirical concern is related to outliers in the reported esti-
mates that may distort or drive the results. We applied the multivariate outlier 
method proposed by Hadi (1994). We identified about 2.67% of the observations as 
outliers.
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6.3  �Results and Discussion

6.3.1  �Overall Average Effect

We start the discussion of the results with the introduction of the summary statistics. 
Table 6.1 reports the full sample summary statistics of the impact of COVID-19 on 
the various labour market outcomes taken together. The simple average effect is 
−0.003 with a 95% confidence interval of [−0.004; −0.001], implying a negative 
and statistically significant impact. However, applying the meta-analysis guidelines 
by Doucouliagos (2011), the overall impact has limited practical significance.3 The 
summary statistics using inverse variance weights suggest a similar picture. To 
refine the assessment, we narrow down our analysis to sets of more homogenous 
indicators or groups. The first group consists of outcome variables that report a 
change in earnings received, hours worked and employment. The second group con-
sists of the categories job loss and change in unemployment. The overall results are 
consistent with the findings for the full sample, but the sub-sample analysis pro-
vides a more nuanced picture of the effects. The results associated with more 
homogenous groups of indicators is that the impact on earnings, hours worked, and 
employment is negative whereas on job loss and unemployment is positive. Overall, 
despite being statistically significant all estimates are practically meaningless.

Even though these averages provide insightful summaries, they are rather basic. 
As indicated in the empirical approach section, we need to account for publication 
bias to provide a purged overall genuine effect of COVID-19 on labour market 
outcomes.

3 The guideline suggests that a MRA coefficient is small if it is at most 0.07 in absolute terms, it is 
of medium size if it ranges around 0.17 in absolute terms, and large if it is at least 0.33 in abso-
lute terms.

Table 6.1  Average impact of formality on performance

Method Effect size S.E.
95% confidence 
interval

Simple-averageª
All-estimates −0.003 0.001 −0.004 −0.001
Earnings, hours worked and employment −0.007 0.001 −0.009 −0.005
Job loss and unemployment 0.010 0.001 0.008 0.012
Weighted-averageb

All-estimates 0.0005 0.0003 −0.0002 0.001
Earnings, hours worked and employment −0.002 0.0004 −0.002 −0.001
Job loss and unemployment 0.004 0.001 0.003 0.005

Note: aarithmetic mean of the PCC. binverse variance as weight
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6.3.2  �Graphical Inspection

We start with the visual approach to publication bias making use of a funnel plot. 
The vertical axis displays the logarithm of the inverse of the standard error (preci-
sion) and the horizontal axis provides the estimated effect size of the impact of 
COVID-19 on the various labour market outcomes. In the absence of publication 
bias, the plot should be symmetrical with less precise estimates or larger standard 
errors estimated from small sample sizes being widely dispersed at the bottom of 
the graph (Demena, 2014). Whereas the most precise estimates or small standard 
errors estimated from large samples should be closely distributed around the under-
lying effect at the top of the graph. Moreover, both negative and positive estimates 
should be reported regardless of their statistical significance (Demena et al., 2021; 
Bergeijk et al., 2019). In contrast, in the presence of publication bias, the funnel plot 
is asymmetrical, implying some estimates are discarded and/or others are over-
represented (Demena, 2017).

Figures 6.3 and 6.4 show the funnel plots demonstrating the relationship between 
COVID-19 and labour market outcomes. Both plots seem to exhibit symmetrical 
distributions suggesting the absence of publication selection bias in the reported 
estimates (Figs. 6.3 and 6.4). Specifically, the sub-sample of earnings, hours worked, 
and employment is symmetrically distributed around their most precise estimate, 

Fig. 6.3  Funnel plot of the impact of COVID-19 on labour market outcomes – Full sample
Note: The dashed vertical line represents the overall weighted full sample mean as reported in the 
lower panel of Table 6.1.
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which is −0.002 and represented by the dashed vertical line (Fig. 6.4). However, the 
sub-sample of job loss and unemployment outcomes seems to have a fluffy concen-
tration of very few estimates on the right-hand-side compared to no such concentra-
tion of estimates on the left-hand-side of the funnel plot. That cluttering of estimates 
represents a much larger effect compared to the most precise estimates that are 
concentrated around the average of 0.004, which is represented by the solid vertical 
line. This suggests a slight preference towards positive estimates (Fig. 6.4). Yet, note 
that the interpretation of the funnel plot is subjective (visual inspection) and cannot 
be used to conclusively determine the absence or presence of publication bias. 
Therefore, we now apply a more formal statistical approach.

6.3.3  �Meta-Regression Analysis

To investigate the presence of publication bias and provide the genuine underlying 
impact more formally, we perform the FAT and PET estimating Eq. (6.4) with three 
empirical specifications. As pointed out in the empirical strategy section, we present 
the CDA approach as baseline result and augment it in a next step with FE. Yet, in 
discussing the results we mainly resort to the most rigorous model with 
MEM. Table 6.2 reports the results associated with the full sample and Table 6.3 
represents findings for the two sub-groups of labour market indicators.

Fig. 6.4  Funnel plot of the impact of COVID-19 on two sub-groups of labour market outcomes
Note: The dashed and solid vertical lines represent the overall weighted mean for the sub-sample 
of earnings, hours worked, and employment (group 1) and the sub-sample of job loss and unem-
ployment (group 2), respectively. The lines represent the averages that are reported in the lower 
panel of Table 6.1
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First, we discuss the results of the full sample (Table 6.2). Across econometric 
methods (exception is CDA), the FAT consistently reports upward bias as indicated 
by the positive and statistically significant estimates that range between 1.591 and 
2.885. According to Doucouliagos and Stanley (2013),4 the size of publication bias 
found in this literature is substantial since it ranges between 1 and almost 3. Next we 
turn to the genuine effect that is purged of publication bias. In our preferred model 
(MEM), the PET test suggests the presence of a statistically significant impact of 
COVID-19 on labour market outcomes. Yet, applying the guidelines by Doucouliagos 
(2011), the overall impact has limited practical significance. This finding is consis-
tent with the weighted average effect reported in Table 6.1. In short, the FAT test 
provides evidence for substantial upward bias, and the PET test suggests a weak 
practical impact.

To further refine the assessment, Table 6.3 presents results for the sub-samples 
with the more homogeneous groups of outcome indicators. These results provide a 
more nuanced picture of the labour market impact of COVID-19. In Panel 1 that 
presents estimates associated with the sub-group of earnings, hours worked and 
employment we find similar PET results as for the full sample, implying a negative 
and significant impact of limited practical meaning. Importantly, in this sub-sample 
analysis, we do not detect the presence of publication selection bias. In contrast, the 
analysis in Panel 2 that presents estimates associated with the sub-group of job loss 
and unemployment we show that there is substantial publication bias that is even 
bigger than the one reported in Table 6.2. This result is consistent with the visual 
findings from the funnel plot in Fig. 6.4. In other words, the researchers of the pri-
mary studies about job loss and unemployment were predisposed to select specifica-
tions that find adverse effects associated with the onset of the pandemic. The PET 
results for this second sub-group indicate statistically significant and positive 
impacts of COVID-19 on job loss and unemployment, yet in terms of magnitude 
they identify almost no practical significance.

In sum, our results point out that there are negative (positive) impacts of 
COVID-19 on earnings, hours worked and employment levels, (job loss and unem-
ployment). Concomitantly, both sub-groups of indicators show only very small 
impacts with hardly any practical significance. It needs to be noted here that all 

4 Publication bias is ‘little to modest’ if FAT is smaller than 1, it is ‘substantial’ if it ranges between 
1 and 2, and ‘severe’ if it is at least 2 (Doucouliagos & Stanley, 2013).

Table 6.2  MRA for FAT-PET: Publication bias and genuine effect – Full sample

Full sample

Variables (1) (2) (3)
CDA FE MEM
Coefficient S. E. Coefficient S. E. Coefficient S. E.

Bias (FAT) 0.017 0.001 1.591* 0.850 2.885** 1.282
Genuine effect (PET) 0.000 0.001 −0.002 0.001 −0.002*** 0.000
Observations 2364 2364 2364
Studies 29 29 29

Note: ***, **, * stand for a 1%, 5%, and 10% level of statistical significance, respectively
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studies included in this analysis present short-term impacts of COVID-19 on the 
labour market. Thus, it is plausible that in the medium to long-run labour market 
effects will materialize. For instance, it has been stressed that the adverse effects of 
the pandemic on the GDP can become larger through a multiplier effect that is trig-
gered by the economic slowdown (Kohlscheen et al., 2020). Spillovers and spill-
backs across regions can magnify the size and length of an economic shock 
(Kohlscheen et al., 2020); thus, in the long-run even countries that have been less hit 
initially may experience negative economic consequences. Moreover, in the long-
run pandemics may reduce the labour force and induce precautionary savings (Jordà 
et al., 2020). Lastly, medium to long-term effects of a pandemic may be determined 
by structural and institutional differences among countries (Fana et al., 2020) imply-
ing that some countries may require more time to recover from the crisis compared 
to others. In turn, Jordà et al. (2020) argues that pandemics do not shrink the real 
GDP in the long-run as labour productivity increases.

While the literature on the effects of pandemics is similarly inconclusive, we can 
address whether the identified publication bias is caused by publication characteris-
tics of the primary studies or other moderator variables.

6.3.4  �Does Publication Bias Arise 
Due to Publication Characteristics?

Publication bias can be driven by publication characteristics. For instance, the edi-
tors or referees of peer-reviewed journals might prefer larger reported estimates or 
researchers of the primary studies might pre-select large estimates for journal 

Table 6.3  MRA for FAT-PET: Publication bias and genuine effect – two sub-groups of labour 
market outcomes

Panel 1 – Earnings, hours worked and employment
Variables (1) (2) (3)

CDA FE MEM
Coefficient S. E. Coefficient S. E. Coefficient S. E.

Bias (FAT) −0.592 1.216 −0.194 0.491 −0.544 0.929
Genuine effect (PET) −0.001 0.001 −0.001 0.001 −0.001*** 0.000
Observations 1818 1818 1818
Studies 21 21 21
Panel 2 – Job loss and unemployment
Variables (1) (2) (3)

CDA FE MEM
Coefficient S. E. Coefficient S. E. Coefficient S. E.

Bias (FAT) 4.451** 1.895 6.355*** 1.846 8.602*** 1.954
Genuine effect (PET) 0.000 0.002 0.002 0.002 0.002*** 0.001
Observations 1274 1274 1274
Studies 20 20 20

Note: ***, **, * stand for a 1%, 5%, and 10% level of statistical significance, respectively
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submissions. Similarly, if researchers have a preference for identifying large esti-
mates, they might cite studies that deliver such estimates (Bajzik et al., 2020). To be 
specific, the idea is to test for the driving force of publication bias investigating 
whether the slope in Eq. (6.3) is larger for peer-reviewed, newly published, and 
highly cited studies. We agree that there is no bullet-proof to establish causality, 
however, we find that it is important to gauge what are the driving factors of publica-
tion bias.

If publication characteristics cause the reported upward bias, their interactions 
with the explanatory variable SEpccis in Eq. (6.3) will be positive and significant 
(Demena & Bergeijk, 2017). To better visualize the results and keep the presenta-
tion of the results manageable, in Table 6.4, we report only results related to the 
publication characteristics and their interaction with the standard errors SE. The 
results suggest that merely one out of the three interactions (Column 4) is significant 
at the 5% level when jointly included in the regression specification. It is the interac-
tion between the age of the publication and the standard error. Moreover, this inter-
action is associated with downward bias as compared to the reported upward bias. 
Importantly, the inclusion of the moderator variables does not remove the reported 
publication bias. The coefficient is still large and statistically significant (5.848, 
p-value<0.1). This finding indicates that our results of upward publication bias is 
not driven by the influence of publication characteristic but potentially by other 
sources of heterogeneity that are not considered in this study. Indeed, the heteroge-
neity across all the reported estimates is evident by Cochran’s Q-test. The χ2 distri-
bution with N-1 degrees of freedom and 2363 reported estimates is 57,801 
(p-value  =  0.000). The I2 test of heterogeneity reports that the variation in the 
reported labour market outcomes associated with COVID-19 is to 98.3% attribut-
able to heterogeneity in the moderator variables. This is a significant opportunity for 

Table 6.4  Potential mediating factors of publication bias

Variables
(1) (2) (3) (4)
Published (P) Pub. Age (Y) Citation (C) P + Y + C

Constant −0.016** −0.044** 0.008 −0.001
(0.008) (0.020) (0.014) (0.048)

SE 1.508* 5.986*** 0.700 5.848*
(0.853) (1.424) (1.011) (3.233)

SE * Published −1.784** −0.311
(0.907) (1.747)

SE * Pub. Age −1.083*** −0.876**
(0.275) (0.445)

SE * Citations 0.043 −0.189
(0.025) (0.710)

Observations 2364 2364 2364 2364

Studies 29 29 29 29

Notes: ***, **, * stand for a 1%, 5%, and 10% level of statistical significance, respectively. 
Standard errors are reported in parentheses. Reported results are estimated employing the specifi-
cation reported in Eq. (6.3) with MEM inverse variance weights. The publication variables are also 
included directly but the results are not reported for the sake of brevity
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future research to further explorer other potential sources of heterogeneity in driv-
ing the estimates reported by the primary studies.

6.4  �Comparative Perspective of Developed Versus 
Developing Countries

The last step of our analysis consists in comparing the effects of the Covid-19 pan-
demic on labour markets in developed versus developing countries. We performed 
the FAT-PET for the two country sub-samples and reported the results by type of 
outcome indicator in Table 6.5. Even at a glance, the findings indicate once more the 
heterogeneity of the reported findings, as the impact of COVID-19 on labour mar-
kets varies depending on the considered sub-group of countries and labour indicator.

For the developed countries, estimates referring to earnings, hours worked and 
employment display a small negative genuine effect that is statistically significant. 
In addition, we identify a non-significant, downward publication bias. In turn, job 
loss and unemployment estimates report a small and non-significant negative 

Table 6.5  MRA for FAT-PET: Publication bias and true effect – across groups of countries

Earnings, hours worked and employment – Developed countries
Variables (1) (2) (3)

CDA FE MEM
Coefficient S. E. Coefficient S. E. Coefficient S. E.

Bias (FAT) 0.544 1.245 0.756 0.547 −0.178 1.117
Genuine effect (PET) −0.001 0.001 −0.001 0.001 −0.001*** 0.000
Observations 1371 1371 1371
Studies 16 16 16
Job loss and unemployment – Developed countries
Variables (1) (2) (3)

CDA FE MEM
Coefficient S. E. Coefficient S. E. Coefficient S. E.

Bias (FAT) 4.417** 1.899 6.299*** 1.842 8.670*** 2.092
Genuine effect (PET) −0.000 0.002 −0.002 0.002 −0.002 0.001
Observations 530 530 530
Studies 14 14 14
Earnings, hours worked and employment – Developing countries
Variables (1) (2) (3)

CDA FE MEM
Coefficient S. E. Coefficient S. E. Coefficient S. E.

Bias (FAT) −3.980 2.033 −5.678** 1.345 −3.366* 1.743
Genuine effect (PET) 0.002 0.002 0.006 0.003 0.004** 0.002
Observations 447 447 447
Studies 5 5 5

Note: ***, **, * stand for a 1%, 5%, and 10% level of statistical significance, respectively
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genuine effect along with a large and statistically significant upward publication 
bias. For developing countries, we have considerably fewer estimates and therefore 
only present the joint analysis of the meta-effects for job loss, working hours and 
employment. We identify a small positive genuine effect and a large downward 
publication bias.

The findings indicate that studies about developed countries are on average more 
affected by publication bias compared to those from developing countries. Yet, no 
doubt, publication bias is an issue across studies. Moreover, across settings we iden-
tify hardly any practically meaningful effects of COVID-19 on the labour market. 
One possible explanation is that across settings the adverse effects of COVID-19 
have yet to materialize. For instance, in the medium to long-run pandemics may 
lead to economic recession due to the contraction of foreign direct investments 
(Kohlscheen et al., 2020).

A short-coming of the comparison between developed and developing country 
labour markets is that the latter are characterised by a dual labour market with high 
levels of informality and informal employment representing the main form of labour 
(Alon et al., 2020 as well as Murshed, 2021 and Romanello, 2021). Our analysis 
focuses only on the effects of COVID-19 on the formal labour market, leaving out 
the impact on informal employment. Thus, it is plausible that the effects of the pan-
demic on informal employment are more pronounced as lockdown policies might 
hit informal workers harder (Alon et al., 2020) because they have limited access to 
social security and to subsidies (Khambule, 2020).

Another limitation of the study at hand is that we do not account for the intensity 
of the pandemic. It could have played a crucial role: countries where the pandemic 
was less intense or better managed may have perceived smaller adverse effects.

6.5  �Concluding Remarks

We have reviewed the large number of published and unpublished empirical studies 
about the short-term impacts of COVID-19 on the labour market that were carried 
out until February 2021. This systematic review has identified 2429 reported esti-
mates of short-term labour market outcomes associated with COVID-19 from 29 
empirical studies conducted in 12 countries. A bird’s-eye view of the primary 
empirical studies shows the plethora and often conflicting findings of this literature. 
This chapter, therefore, synthesised the available empirical studies with advanced 
meta-analysis techniques. To give a fair presentation of the literature, the MRA, on 
purpose included different dimensions of labour market outcomes reaching from 
earnings to hours worked and employment including as well job loss and 
unemployment.

We found a statistically significant negative impact of COVID-19 on earnings, 
hours worked and the employment level, and a positive impact on job loss and 
unemployment. Yet, for both groups of indicators we cannot establish any practical 
significance of the findings. It is plausible that a medium to longer time period is 
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needed for labour market effects to materialize and the presented short-term impacts 
are too early (Fana et al., 2020; Jordà et al., 2020; Kohlscheen et al., 2020). In addi-
tion, we found substantial upward publication bias in particular for estimates 
reported for job loss and unemployment indicators. Exploring this aspect further, 
we show that the publication characteristics of the primary studies do not appear to 
be driving the identified publication bias.

We also studied whether there are differences across different groups of coun-
tries: developed versus developing countries. We found that estimates from devel-
oped countries report a small negative effect on employment, hours worked and 
earnings and display downward non-systematic publication bias. In turn, we detect 
small non-significant negative effects on unemployment and job loss, and large, 
statistically significant upward publication bias for developed countries. Estimates 
for the group of developing countries display small positive effects on employment, 
hours worked and earnings with a large downward publication bias. Overall, the 
results indicate that the empirical literature reports small short-term effects on 
labour market outcomes on average and that negative effects of Covid-19 are par-
ticularly evident for developed countries. This difference could be explained by the 
lower intensity of Covid-19 in developing countries; by demographic factors such 
as the younger average age of the populations of developing countries; and by eco-
nomic and structural differences across the two groups of countries.

To conclude, the findings of our analysis are far from being conclusive, but rather 
represent a first step for future studies. More research is needed and expected that 
explores the long-run effects of the pandemic and there seems to be a need to watch 
out for desirability bias in publications.
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Chapter 7
Covid-19 and the Informal Sector

Michele Romanello

Abstract  The most appropriate strategy to contain the spread of Covid-19 accord-
ing to the WHO, government authorities and health experts is a set of measures that 
include social isolation, quarantine and lockdown, in addition to hygienic practices. 
Yet, developing countries have certain characteristics that make it difficult to imple-
ment these measures. For example, there is the lack of social protection systems, 
poor public and private infrastructure, the widespread informal job market and a 
large share of the population with low education levels. The chapter analyses the 
effects of the pandemic on the economy in the presence of a large informal sector. 
For the measures of physical distancing to take effect, it is necessary to implement 
public policies that provide subsistence conditions for individuals who are below 
the poverty line, i.e. those mostly working in the informal sector. Yet, the sheer size 
of the informal sector and the lack of social protection measures pose challenges to 
the fight against Covid-19 in developing countries. Consequently, the chapter pro-
vides, firstly, a reflection on the impacts of Covid-19 on the informal economy in 
developing and less developed countries, mainly analysing the public policies 
implemented for aiding the informal economy. Secondly, the chapter presents the 
expectations for the post-Covid-19 future. Finally, it presents policy recommenda-
tions to stimulate the recovery of the most affected countries.

7.1  �Introduction

In developing countries, the informal economy is an outlet for workers who would 
otherwise be condemned to unemployment and extreme poverty. Indeed, most peo-
ple enter the informal market out of necessity and not out of their own will.
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The informal economy is an economic sector composed by a structural and a 
conjunctural component. In the case of structural component, workers and entrepre-
neurs join informality because they are individuals endowed with certain character-
istics (poorly educated, women, young people, with backgrounds in the informal 
market, etc.). In most of developing countries, this structural component leads to a 
segmentation in the economy: individuals working in the informal sector are com-
pletely different from individuals in the formal sector, mainly in terms of their level 
of education and productivity, thus the transition of individuals from one sector to 
the other is very unlikely.

In the case of the conjunctural component, workers and entrepreneurs join infor-
mality depending on a country’s situation: these individuals have skills and the edu-
cational level to belong to the formal sector, but in some cases, due to their economic 
situation (crisis, high unemployment, economic restructuring of some sectors, etc.), 
they must relocate to the informal economy to generate (additional) income and 
ensure their livelihood.

Although the current pandemic caused by Covid-19 is a conjunctural event, it 
affects both components of informality in developing countries.

Concerning the structural component, informal workers and entrepreneurs face a 
dilemma. If they follow the indications of the health authorities, with the possibility 
of lockdown, they lose a large part of their salary or profit. If they continue to work 
normally, they risk being infected by the virus, thus affecting their own health and 
their family members. In urban zones, even if they stay at home, these workers and 
their families have a high probability to be infected by the virus because of over-
crowded and unhealthy living conditions that make social isolation almost impos-
sible. Moreover, hygiene practices, like handwashing, are limited by the lack of 
piped water and soap, most of times, women are forced to collect water from outside 
of the home, thereby exposing themselves and their community (Mukhtarov 
et al., 2021).

Concerning the conjunctural component, the pandemic also further increases the 
number of individuals in informality: In a health and economic crisis, formal enter-
prises dismiss many workers or shut down completely and consequently, workers or 
entrepreneurs must transit to informality for the sake of survival (see also Demena 
et al., 2021 and Murshed, 2021).

7.2  �The Impacts of Covid-19 on the Informal Economy 
in Developing and Less Developed Countries

Since the beginning of the Covid-19 crisis, it has been known that developing coun-
tries would be affected by two major shocks: one of sanitary origin and the other 
one of economic origin. The measures of social isolation and the closure and inter-
ruption of several economic activities, necessary to contain the spread of the epi-
demic in these territories, placed a huge portion of the economically active 
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population at risk of unemployment, informality or caused significant losses 
of income.

Informal workers and the traditionally most vulnerable populations in these 
countries suddenly face a scenario of even greater economic and financial difficul-
ties: acting outside the formal rules of the labor market, these people have no protec-
tion during periods of unemployment, loss of income or profit, and injury or illness 
(a possibility that increases a lot during the pandemic).

These facts are not a novelty of the current pandemic: in the previous health 
crises, those most affected belonged to the most vulnerable part of the population in 
developing countries, as described beneath.

In April 2009, a new strain of influenza H1N1 (swine flu) caused outbreaks in 
Mexico and the United States. The World Health Organization (WHO) declared it a 
pandemic in June 2009, since this new strain of the virus quickly spread across 
the world.

Smith and Keogh-Brown (2013) estimated the macroeconomic impact of 
H1N1 in Thailand, South Africa and Uganda. Their computable general equilibrium 
analysis of the pandemic (H1N1) indicates that the economic impact of that health 
crisis was small. However, some evidence suggests that the necessary absence from 
work caused by illness and death might have had a more negative impact on devel-
oping countries, especially for individuals with less social protection and in the 
informal sector compared with developed countries.

Analysing the socioeconomic impacts of another recent health crisis, Ebola 
(2013–2016) in West Africa, Fu et al. (2015) showed with nationally representative 
household surveys that hours worked dropped for those in informal employment 
and that non-farm household businesses were severely hit during the worst part of 
the crisis.

Between 2015-2017, the world observed a large health emergency in Brazil 
stemming from Zika virus. The emergency had a close link with the informal econ-
omy. On the one hand, the virus spread more easily in the suburbs of large cities due 
to the scarcity of social and health infrastructure. These areas are normally inhab-
ited by people who work informally. Thus, their abysmal working and living condi-
tions favoured the proliferation of the virus. On the other hand, the virus amplified 
the number of people working in the informal sector, mainly from two groups: 
women and black people. Although it was not possible to quantify the exact number 
of women and girls (compared to boys and men) who left school as well as the for-
mal or informal labor market to care for a child or relative affected by Zika, a study 
of UNDP (2017) suggests that the burden fell disproportionately on women, which 
are largely present in the informal sector. According to data from the Brazilian 
Health Ministry (2017), in the context of the Zika virus epidemic, black families 
represent approximately 77% of confirmed cases. The situation produced a cycle of 
impoverishment by reducing the sources of income available, since the necessary 
care for children with congenital Zika syndrome implies an exit from the so-called 
productive work.

Compared to the earlier health crises and pandemics, the Covid-19 pandemic has 
some characteristics that make it unique.
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The current pandemic shows echoes from the past. Elements common to earlier 
pandemics, such as panic and the appearance of fake news, can also be found now. 
However, we face the novelty of a global lockdown, being implemented by hun-
dreds of countries at the same time. In developing countries, the social isolation 
resulting from the lockdowns have led to an increase in inequality: individuals with 
skilled jobs are normally allowed to work remotely at home, while unskilled work-
ers must leave their home to work and are thus more easily prone to infection.

Similarly, the impact on schools is also a novelty when compared with past pan-
demics. In all countries of the world, Covid-19 has greatly reduced the annual hours 
of in-classroom teaching and consequently the quality of education of children and 
young people (Gómez & Andrés, 2021). And again, the consequences of school 
closures disproportionately affect developing countries. In turn, developed coun-
tries are better equipped and have more technological resources for online lessons. 
Furthermore, in most developed countries, the resources for online education are 
more or less equally distributed across primary, secondary and university education 
as well as across population strata and location. Yet, in developing countries these 
resources are normally exclusive to big cities and the rich or the elite.

A further distinguishing factor of the current pandemic is the massive use of digi-
tal means of communication. Covid-19 is the first health emergency in which we 
have an enormous amount of information spread across all countries of the world. 
This information is mixed: on the one hand, there are the recommendations of the 
World Health Organization and the rules of each country to combat the spread of the 
virus; on the other hand, there are countless fake news widely present in developing 
countries, which make it difficult for governments and international organizations 
to combat Covid-19, especially when the target audience of fake news are less edu-
cated population groups.

To begin the analysis of the effects of the pandemic on workers and entrepre-
neurs in the informal sector, it is of fundamental importance to look at the size of the 
informal sector in developing and less developed countries.

In what follows, I present data about the size of the informal sector in the econ-
omy across different developing countries and their development over time. 
Table 7.1 presents the informal employment rate in terms of percentages for the 
period 2010 to 2019. These data are harmonized and use the same set of criteria to 
measure informal employment across countries to assure comparability.

According to the presented share in employment, informal employment varies 
considerably between the countries considered: it goes from about 30% in Bosnia 
and Herzegovina and Uruguay to a value of over 90% in Ivory Coast, Mali and 
Togo. Strikingly, over time, we do not observe large variations or declines in the 
shares of informal employment within countries highlighting that informality is a 
strong structural component across developing countries. Only Albania, Armenia, 
Niger, Thailand, Uruguay and Vietnam have managed to reduce employment in the 
informal sector by 10 percentage points or more over the 10 years (or less) consid-
ered in Table 7.1.

The informal employment shares presented in Table 7.1 are useful for categoriz-
ing developing countries into two groups: countries with high informality (with a 
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Table 7.1  Informal employment rate across developing countries

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Albania 66.6 61 65.6 63.4 61.6 58.7 57.9 56.7
Argentina 48.5 47.7 47.8 47.4 46.8 47.9 48.1 49.4
Armenia 62.4 61.5 60.4 59.1 52.1 49.9 47.9 50.3
Bangladesh 87.8 89.4 94.7
Bolivia 83.3 82.1 80.4 85.2 84.1 76.3 79.1 80.7 84.9
Bosnia and Herzegovina 32.4 30.9 33.7 31.5 29.3 30.1 30.5 24.8 22.1 23.1
Brazil 46 45.1 44.1 44.8 45
Brunei Darussalam 33 37.7 37.5 30.9
Colombia 67.9 67 66.6 64.9 63.2 63.1 62.4 61.9 62.4 62.1
Costa Rica 37.9 34.7 36.8 38.8 38.8 39.7 37.9 38.2 37.8 38.8
Ivory Coast 94.8 97.7 92.8 86.7
Dominican Republic 53.9 56.2 56.3 55.9 54.2 56.3 56.3 57.2 56.8 54.3
Ecuador 75.5 72.6 71.1 69.7 67.6 68.2 70.8 72.4 72.7 73.6
Egypt 58.7 55.9 57.6 59.8 61.9 63.8 63.4
El Salvador 72.5 72.6 72.6 71.4 69.3 69.1 69.5 70.2 68.5 69.1
Gambia 76.5 77.6
Ghana 92.1 88.8
Guatemala 80.9 81.2 82.7 80.5 78.1 79.2 79.2
Honduras 80.4 81.9 83.7 93 91.7 88.8 90.2 82.6
India 87.9 86.5 88.6
Indonesia 84.3 84.2 82.4 80.4
Mali 89.9 95.3 96.1 94.9 94.7 93.4
Mauritius 51.3 51.5 54.7 53.3 52.9 52.2 53.5 53.5
Mongolia 52.1 56.3 58.6 56.3 49.8 50 50.7 51.3 48.2
Namibia 54.2 59.4 66.9 55.8
Niger 95.4 78.2
Pakistan 81.1 82.4 81.6 83.3 82.5 81.8
Panama 46.5 47 47.9 48 47.8 48.5 49.4 51.4 52.8
Paraguay 76.7 73.9 74.2 71.5 70.1 70.7 72.2 71.3 70.3 68.9
Peru 76.9 69.8 68.6 69.2 68 68.1 68.5 68.4
Rwanda 80.4 80.4 80.1
South Africa 56.7 54.5 54 53.2 55.6 54.9 54.2 54.9 54.1
Sri Lanka 70.8 70.8 69.9 69.6 69.7 68.2 68.1
Thailand 75.8 74.6 75.1 67.2 64.4
Togo 95.1 90.1
Uganda 91.7 89.4
Uruguay 40.9 38.3 36.2 35.4 23.6 23.9 24.5 24.1 24 24
Vietnam 79.5 76.9 75.5 74.1 73.3 71.4 67.3
Zimbabwe 85.6 87.4 79.8

Source: ILOSTAT – International Labour Organization
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share greater than or equal to 60%) and low informality (below 60%). Applying this 
classification, I can assess the level of resources to prevent and combat Covid-19 
available to developing and less developed countries depending on the level of 
informality.

Figure 7.1 shows the share of the population that has access to handwashing 
facilities, the average number of nurses and midwives available per 1000 people and 
the average number of physicians available per 1000 people. The light blue bars in 
Fig. 7.1 code for the group of countries with a high level of informality and the dark 
blue bars for those with low informality.

High levels of informality are associated with limited access to medical resources, 
as well as hygiene facilities. People from countries with high informality have a 
lower access to handwashing facilities; the difference is 7 percentage points com-
pared to countries of low informality. Moreover, when medical staff is considered 
the difference between the two groups becomes even bigger: the disparity is 2.7 
nurses and midwives and 1.6 physicians per 1000 people respectively.

Other important data to be considered are the number of workers affected by the 
pandemic according to whether they work in the formal sector or not. As outlined in 
the introduction, in a pandemic, the fundamental difference between the two types 
of workers is that informal workers need to work to receive an income (and some-
times to survive) even though they can be infected, while often formal workers 
either receive their salary even if they do not work or they have the possibility of 
home working or they are protected by welfare schemes.
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Fig. 7.1  Access to handwashing and medical staff by formality group. (Source: Own elaboration 
using data from: World Bank, World Development Indicators; WHO/UNICEF Joint Monitoring 
Program (JMP) for Water Supply, Sanitation and Hygiene; WHO)

M. Romanello



95

Figure 7.2 presents the percentages of individuals that did some work for pay, 
some kind of business, farming or other activity to generate income, even if only for 
1 h a week, from April 2020 to November 2020. The data is only available for a 
small set of selected countries, namely Nigeria, Malawi, Vietnam, Uganda, Burkina 
Faso, Ethiopia and Brazil.

All countries for which data are available show a comparably low share of indi-
viduals working normally in the first months of the pandemic; however, this share is 
increasing in the following months. This shows that workers or entrepreneurs were 
initially caught off guard or were profoundly afraid of the pandemic. Yet, as the 
months passed the need to earn income and to come up for their livelihood has 
gained weight. The country where this observation is most evident is Nigeria: the 
share of those doing some work went from 38% in April 2020 to an average of 80% 
in the subsequent months.

An additional aspect to be analysed is the existence and type of policy imple-
mented to help informal workers. Workers of the informal sector are among the 
main populations targeted by emergency support. Social assistance schemes can be 
implemented as a policy tool to help these families make ends meet and to keep 
these people at home in the worst moments of the pandemic.

However, only some countries implemented policies targeted specifically 
towards informal workers, the majority created social assistance for vulnerable 
households in general. Table 7.2 shows the countries that implemented policies for 
informal workers and entrepreneurs, the type of policy and the value the received 
per month as emergency support.
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Fig. 7.2  Percentage of individuals who did some work, business or farming in the period April to 
November 2020. (Source: Own elaboration using data from: World Bank Covid-19 Phone Surveys 
of Households and Brazilian National Household Sample Survey-Covid-19)
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Table 7.2  Policies for informal workers and entrepreneurs affected by pandemic

Country Type of policy Value per month

Albania Informal self-employed families receive 
a special benefit equivalent to a state-set 
monthly salary

22,000 Albanian Leks (USD 214)

Argentina A lump sum payment to one member of 
the family

$10,000 (USD 155)

Brazil Emergency cash transfer for 6 months USD 115
Burkina 
Faso

Suspending government fees charged 
on informal sector operators for rent, 
security and parking in urban markets

Suspension of government fees

Cabo Verde One-time cash transfer for self-
employed individuals in the informal 
sector

10,000 Escudos (USD 100)

Chile A cash transfer program for 3 months 
intended for households that depend on 
informal work for their livelihood

CLP$ 280,000 (USD 340) for first 
payment. First pay-out corresponds to 
100 percent of the full transfer amount, 
the second pay-out 85 percent and the 
third 65 percent

Colombia One-time cash transfer for informal 
workers

COP 160,000 (USD 108)

Costa Rica A compensation for the fall in the 
income of informal workers

125 k Colones (USD 223)

Ecuador Cash transfer for informal workers who 
earn less than USD 400 per month

USD 60

Egypt One-time cash transfer EL 500 (USD 32)
El Salvador One-time cash transfer to households 

who work in the informal economy
$300 (USD 34)

Guatemala Emergency cash transfer – Eligibility 
based on electricity consumption

GTQ 1000 (USD 130)

Indonesia Vouchers for training and re-skilling Rupee 3.5 million (USD 223)
Lesotho Expanded social protection programs to 

include informal sector workers
42.500 Tenge (USD 102)

Malaysia One-time grant program for SMEs MYR 3000 (USD 690)
Morocco A mobile payment to workers operating 

in the informal sector
−800 dirhams(USD 89) per month for 
households of two people or less
−1000 dirhams(USD 112) per month 
for households of three to four people
−1200 dirhams (USD134) per month 
for households of more than four people

Namibia One-time cash transfer to people who 
have lost their jobs, either in the 
informal or formal sector

N$ 750 (USD 49)

Nepal Food assistance package distributed to 
informal sector laborers through ward 
committees

Food assistance package

North 
Macedonia

Expanded unemployment insurance 
system to 20,000 households

7000 denars (USD 125)

(continued)
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According to Table 7.2, cash transfer programs for informal workers and entre-
preneurs tend to be of short duration but relatively generous in value. Another aspect 
that can be deducted from this Table is that the interventions were generous in the 
first months of the pandemic and then faded over time, leaving informal workers 
uncovered in recent months. This observation also supports the findings presented 
in Fig. 7.2 that people quickly had to resort to their (informal) productive activities 
to cover their expenses.

Gentilini et  al. (2020) estimated that 136.7  million informal workers have 
received cash transfers from some government program in 2020. This is likely a 
conservative estimate, since there are other general programs to aid vulnerable 
households which also affected the informal workers positively. Yet, overall the 
short-lived nature of the support and the limited means the cash-constrained govern-
ments of most developing countries have at their disposal forced the people to take 
up their activities quickly again even risking an infection with Covid-19.

Table 7.2  (continued)

Country Type of policy Value per month

Philippines Payments for 2 months to households 
working in the informal economy

P 5000 – P 8000 (USD 102 - 164) a 
month

Rwanda In-kind distribution of food and other 
essential items to casual laborers whose 
livelihoods depend on daily wage and 
self-employed mainly in the informal 
sector

In-kind distribution of food and other 
essential items

Saint Lucia Monthly payment for 3 months, 
preconditioned on being enrolled in 
National Insurance Corporation for 
informal workers

$500 (USD 185)

Sierra 
Leone

Emergency cash transfers to vulnerable 
households with informal sector 
workers in major cities for a period of 
9 months

From USD 15 to USD 30

Sudan Support for informal workers in the 
form of food basket with five 
commodities

3000 SDG (USD 55) each food basket

Thailand Cash transfer for 3 months for informal 
workers

5000 Baht (USD 153)

Togo State grant for informal workers of at 
least 30 percent of the minimum wage

CFAF 10,500 - 20,000 ((USD 18 - 34)

Tunisia One-time cash transfer to households 
working in the informal sector

TND200 (USD 68)

Vietnam Expanded social protection programs to 
include informal sector workers

VND one million (USD 44) for each 
poor household, VND 500,000 (USD 
22) per month for each near-poor 
household

Source: Gentilini et al. (2020), Nygaard and Dreyer (2020)
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7.3  �Expectations for the Post-Covid-19 Future

The Covid-19 pandemic has had unprecedented impacts on the labor market and, 
therefore, it is difficult to make predictions about post-Covid-19 developments. But 
pre-pandemic trends and previous crisis provide some indications.

In the coming months, there will probably be an increase in competition in the 
labor markets in developing countries. This will mainly be triggered due to the 
decrease in the number of vacancies and likely economic recessions and even due to 
the agreements that some workers achieved with their employers to preserve their 
jobs. In such situations, it is common for companies to value more experienced 
workers, which can be a hurdle for younger workers.

Another aspect that has further been spurred by the pandemic may be the reduced 
need for less skilled workers. Many jobs cut during social isolation are at risk of not 
being re-opened. Before the pandemic, the forecast was that by 2030 about 14% of 
the global workers would have to change jobs because of automation (Manyika 
et al., 2017). With the pandemic and the advancement of digitalization, this transi-
tion period is likely shortened.

Some sectors were positively affected by the pandemic and it is likely that they 
will maintain this advantage also in the post-Covid-19 period. Sectors that can be 
included in this group are those that are technology heavy or depend on the internet. 
For example, app companies, which deliver food, benefitted from the pandemic. 
Similarly, after experimenting with online shopping, the population in many devel-
oping countries broke the resistance that existed towards these digital services. 
Thus, programming might offer new alternatives for workers whose employment 
contracts were terminated. Yet, it requires quite some skills and training and is thus 
not necessarily an option for individuals in the informal sector. The implications of 
these developments will be most noticeable on the labor market when the economy 
returns to growth and many unskilled workers are unable to relocate to their origi-
nal areas.

However, the expansion of these sectors may lead to a revaluation of broadly 
utilised employment practices that tend to diminish workers‘conditions and health 
and safety protection, with the intention of obtaining a competitive advantage. The 
intensive use of the “gig-economy” (people working in short-terms jobs, often being 
self-employed) by app companies may grow with a larger need for flexibility among 
employers and, consequently, this will aggravate the size of the informal sector. 
Most probably, their aversion to taking on staff may be further exacerbated by the 
possibility of potential health and economic disruptions in the near future (Webb 
et al., 2020).

Another aspect that is interesting to consider is the expansion of Industry 4.0 in 
the next years and its effects on informality in developing countries.

In a study presented in 2017, the consultancy company McKinsey shows that 
about 800 million professionals could lose their jobs by 2030. The report analysed 
800 professions in 46 countries and found that up to a third of the current jobs could 
be automated in 12  years. In countries of central capitalism, such as the United 
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States and Germany, between 23% and 24% of the current jobs will suffer directly 
from automation according to this analysis. It is further argued that peripheral coun-
tries, which have less money to invest in automation and robotics, would not be 
affected very much until 2030. For example, in India, the impact would be only on 
9% of the jobs, while in Brazil, this share could reach 15% (Manyika et al., 2017).

This points to a large structural transition, namely that developing countries will 
be partially excluded from world production and a process of production transfer 
will take place in the reverse direction compared to the one that occurred in the last 
decades. Put differently, the migration of manufacturing firms to countries with 
cheaper labor will be replaced by the relocation of production to countries that 
intensively use robots and automations. For example, this development can already 
be observed with telemarketing: in the last decade a job transfers to India could be 
observed because wages are cheaper than in the USA and Europe. But currently we 
witness that this work can be done by a robot.

Also, inside developing countries, a restructuring of the production sector will 
take place due to the automation of traditional manufacturing and industrial prac-
tices. For example, in Brazil there is a replacement of cane cutters by mowers since 
the latter work 24 h a day, replace up to 15 workers, and are more efficient. Thus, 
the need for cutters in the production process is no longer necessary (Evangelista, 
2018). Thus, based on pre-pandemic automation processes it can be expected that 
informal workers and entrepreneurs will be heavily affected by industry 4.0 in the 
years to come.

There is one sector that is likely to have a large demand for workers after the 
pandemic, the health sector. Yet again, more than basic education is required to 
enter the sector and it is not an alternative for older informal worker.

Thus, the pandemic has likely reinforced and sped up already existing trends that 
make it harder and harder for informal sector workers.

7.4  �Policy Recommendations for Interventions 
in the Informal Sector

As the word itself implies, the informal sector is a hidden sector that is difficult to 
identify by policymakers. Moreover, this sector is heterogeneous (Floridi et  al., 
2016): in most countries it is composed by a structural and a conjunctural compo-
nent, as outlined in the introduction. Consequently, public policies, both under nor-
mal conditions and in the condition of a health and social emergency must be 
adapted to the different characteristics, conditions and needs of the workers involved.

However, there are some recommendations that are universal for all developing 
countries. The first policy recommendation is the obvious need for greater invest-
ments in the health systems of developing countries. The Covid-19 crisis showed 
the failure of countries that neglected their public health systems during decades of 
austerity policies. The importance of allocating greater expenditures to public health 
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systems is evident. The consequence is that the financing of the expected health 
expenditures will further raise the debt of the current health care and social security 
systems.

However, the fact that the investment in health care, like in basic education and 
in other crucial elements of social opportunity, is highly labor-intensive makes it 
affordable even in weaker economies where labor is cheaper. Importantly, it is likely 
to have a positive impact on the labor market (Sen, 1999).

In additional, equal access to vaccines will be essential to overcome the crisis, 
but, even more, to avoid an increase in economic and social inequality in the world 
and to avoid pushing even more people into informality. In this regard, by January 
2021, more than 180 countries have joined the COVAX initiative. Its objective is to 
unite countries worldwide in the vaccination efforts and to support in particular 
developing countries so that they have greater power in the negotiations with the 
pharmaceutical companies. Was COVAX not set up, there is the real threat that most 
people in the world would not be immunized against SARS-CoV-2, a burden that 
would be disproportionately shouldered by the poor and the informal sector. 
COVAX is necessary to guarantee that ability to pay does not become a barrier to 
accessing vaccines (Okonjo-Iweala, 2021). However, the mere creation of an initia-
tive to offer vaccine doses in an equitable manner does not guarantee the effective-
ness of vaccination campaigns in developing countries. There are other issues to be 
considered: internal inequalities, the heterogeneity of these countries, the accessi-
bility of remote areas, the availability of health professionals and medical inputs 
(such as syringes), and the governments who really want to vaccinate their 
population.

On this matter, Burns Loeb et al. (2021) show how connectedness, i.e. internet 
access, is emerging as a new and problematic determinant of health. This seems to 
be especially true for cash-constrained minority communities. It is more practical 
and faster to book a vaccination appointment online than by calling. Consequently, 
internet access is increasingly seen as a fundamental civil rights issue. However, 
expanding internet access is a long-term investment. To address the problem in the 
short-term, especially during this pandemic, policymakers must identify where 
internet access is potentially a barrier and protect against negative repercussions. 
This policy could involve reserving vaccines for minority communities who tend to 
constitute a large share of the informal sector.

Another policy recommendation is the implementation or extension of income 
security policies, in particular for informal sector workers. Effective policies to 
improve income security for workers in the informal economy are necessary across 
developing countries, especially when we consider families composed by female-
headed households with children. There is a need to expand public social security 
systems to include workers in the informal sector. In addition to income support 
policies, developing countries should put in place policies for food support.

Moreover, fiscal and monetary measures can be developed to help workers and 
entrepreneurs in the informal economy. As suggested by the ILO (2020), financial 
support can be supplied to cover the debts of families and firms. They can take the 
form of grants, subsidies, and/or extensions of debt periods. Moreover, waivers or 
delayed payments for public services, such as electricity, water or rent, can also be 

M. Romanello



101

authorized with the aim of decreasing operating costs. Furthermore, the internet 
must be extended to all social classes, along with training, in order to enable some 
units in the informal economy to experiment with digital tools for business continu-
ity, creation of new opportunities and income generation. It is especially noteworthy 
the expansion of remote work from home for all workers regardless of income level.

In respect of informal businesses, previous evidence recommends that policy-
makers should focus on interventions that increase the benefits of formalization and, 
if possible, attempt to develop new policies that go beyond solely aiming for the 
formalization of informal firms. The policies could include the strengthening of the 
existing links between the formal and informal economy. In this viewpoint, includ-
ing informal entrepreneurs in the policymaking process could be a practicable 
choice for developing specific policies and for elaborating innovative strategies 
addressed to informal firms (Floridi et al., 2020).

In respect of informal workers, an obstacle to formalization could be the unre-
solved tensions between informal workers‘desire for job stability on the one hand 
and, on the other, some employers’ determination for continued labor flexibility 
started during pandemic. The contrast between employer-worker perspectives leads 
to the employers’ effort to transfer the risk/costs of such flexibility to government 
and workers. Therefore, it is essential to analyse how government policies, includ-
ing labor market control and assistance for continued employment during a pan-
demic, can resolve this contrast in the longer-term (Webb et al., 2020).

Finally, long-term investments in the educational systems of developing coun-
tries are fundamental to stimulate the transition of workers and informal entrepre-
neurs to formality. In the case of structural informality, education provides 
individuals with the skills and knowledge to increase productivity. In the case of 
conjunctural informality, education offers some skills for relocation to the formal 
labor market in the case of job loss due to crisis, as currently experienced due to 
Covid-19.
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Chapter 8
Indirect Health Effects Due to COVID-19: 
An Exploration of Potential Economic 
Costs for Developing Countries

Natascha Wagner

Abstract  Modelling estimates infer almost 1.2 million indirect COVID-19 deaths 
in developing countries from additional (i) child and maternal deaths, (ii) HIV, (iii) 
tuberculosis, and (iv) malaria, corresponding to almost 50% of the 2.5 million direct 
COVID-19 deaths worldwide reported by late February 2021. Furthermore, indirect 
victims of the pandemic are expected from chronic diseases, cardiovascular prob-
lems, cancer, and neurosurgical conditions as well as long-term health consequences 
from ophthalmic diseases, dental care needs, hookworms, bacterial infections and 
others. Malnutrition and obesity are also likely to be exacerbated and additional 
mental health needs to arise in the already overburdened, poorly equipped and 
underfinanced developing country health systems. Next to identifying the burden of 
disease that is largely neglected because of COVID-19, this chapter provides explor-
atory analysis of the economic costs of delayed and foregone health care. This 
shows that: a) in the worst case, these costs can hamper the already low economic 
growth in the Sub-Sahara Africa region and b) that developed countries do good in 
supporting developing countries in their broader health system responses, even if 
the main objective of the former is to avoid further Coronavirus mutations and their 
spread across the globe.

8.1  �Introduction

Due to COVID-19 the world has faced more than 83 million recorded infected indi-
viduals and more than 1.8 million direct deaths by the end of 2020. Despite the first 
vaccines appearing on the horizon and being officially authorized, in early 2021 
new virus mutations further exacerbated the spread of the virus. In February 2021 
the total number of COVID-19 cases exceeded 110  million and directly related 
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deaths surpassed 2.5 million worldwide. Within only 2 months – between December 
31st, 2020 and February 28th, 2021 – the number of deaths increased by more than 
700,000 globally or almost 40%. The direct health crisis is undeniable and its immi-
nent threat still needs to be banned. Beyond closures of shops, enterprises, the cater-
ing trade, and schools the directly lost lives have huge economic implications. It is 
estimated that as of January 6, 2021, the years of life lost due to COVID-19 are 2–9 
times the average seasonal influenza in severely affected countries and worldwide 
20.5 million years of life (Pifarré i Arolas et al., 2021). If only attributing a value of 
100 US$ to every year of life, the direct global loss due to COVID-19 is tremendous.

Yet, this is by no means the end of the story. A narrow focus on the direct costs 
associated with COVID-19 disguises the so far largely unaccounted for indirect 
health costs. As governments prolong lockdown measures, entrepreneurs keep los-
ing their businesses, and school children are forced to stay out of school, we increas-
ingly also observe considerable indirect health consequences from delayed health 
care seeking, deferred surgeries, unattended chronical diseases, undetected non-
communicable diseases such as cancer, home deliveries without skilled birth atten-
dants, as well as untreated mental diseases and lack of emotional wellbeing due to 
isolation and fear of losing one’s livelihood.

In a first step, this chapter sets out to identify the indirect health effects resulting 
from the measures that have been put in place to curtail COVID-19 in developing 
countries. This includes delayed and foregone health care seeking and postponed 
treatment. In a second step the chapter presents an exploratory analysis of the eco-
nomic costs associated with the decline in non-COVID related hospital admissions 
due to the pandemic. This analysis rests on hospital discharge data for Central and 
Eastern Europe and also provides exploratory calculations for Sub-Sahara Africa to 
the extent that data are available. Finally, the chapter discusses the health system 
implications for developing countries and concludes with two short-term responses 
for mitigating the indirect health impacts of COVID-19 for the populations in devel-
oping countries.

8.2  �Indirect Health Effects Due to COVID-19 
in Developing Countries

Early modelling exercises about the indirect effects of the Coronavirus pandemic on 
maternal and child health in low- and middle-income countries suggest 24,400 addi-
tional maternal and 506,900 additional child death due to wasting, pneumonia, diar-
rhea, lack or wrong application of antibiotics and unattended delivers over a 
12-month period based on the assumption of relatively mild cutbacks in health care 
provision (Roberton et al., 2020). Home birth without skilled birth attendants are 
one of the reasons for additional neonatal deaths but also for long-term complica-
tions and handicaps. The implications for babies and mothers are so large since in 
the first 9 month into the pandemic an estimated 30 million children were born only 
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in the high-fertility countries which concomitantly tend to have high neonatal mor-
tality rates, namely 20.1 million birth in India, 6.4 million in Nigeria and five mil-
lion in Pakistan (UNICEF, 2020). A different yet related risk of the pandemic is the 
increase in teenage pregnancies (in combination with an increased likelihood of 
child marriage) across developing countries (UNICEF, 2021). To date, reliable data 
are not yet available to assess how many additional teenage pregnancies resulted 
from school closures, economics pressures on family and lockdowns.

In addition to the fertility related challenges faced by many developing countries 
there is the pre-existing, endemic disease burden. Already prior to COVID-19 Sub-
Sahara Africa faced the triple burden of disease from HIV, tuberculosis, and non-
communicable diseases. Voluntary HIV counselling and testing form an important 
ingredient into combatting HIV and aids. Yet, fear of Coronavirus infections and 
COVID-related stigma prevent people from accessing HIV test facilities (Lagat 
et al., 2020; Ponticiello et al., 2020). Moreover, due to lockdowns and disruptions in 
supply chains there is the risk of stock outs in antiretroviral medication (WHO, 
2020a). It has been modelled that disruptions in the delivery and provision of anti-
retroviral medication over a period of six-months could result in 230,000 to 500,000 
extra deaths (Jewell et al., 2020; WHO, 2020b).

The second disease that is threatening developing countries and especially Africa 
is tuberculosis. According to the WHO tuberculosis is the ninth leading cause of 
death worldwide with over 25% of tuberculosis’ deaths occurring on the African 
continent (WHO, 2020c). A disruption in tuberculosis prevention, surveillance, and 
treatment programmes has been documented during the pandemic (Jain et al., 2020) 
and the imminent risk is that undetected and untreated cases further spread the dis-
ease (Saunders & Evans, 2020). The challenge faced by developing countries is that 
tuberculosis patients are more likely to contract other diseases such as HIV; a larger 
susceptibility to COVID-19 is also likely which might worsen the health condition 
of tuberculosis patients further (WHO, 2020d). According to WHO’s tuberculosis 
report for 2020, a sharp decline in tuberculosis notifications can be observed in 
countries with a high disease burden. According to first estimates a 50% decrease in 
tuberculosis case detection over a period as limited as 3  months could result in 
400,000 additional tuberculosis deaths (WHO, 2020e).

As in the case of HIV and tuberculosis prevention and treatment, COVID-19 also 
threatens the delivery of malaria services. Again, the African region is most dispro-
portionately affected; the continent was home to 94% of the malaria cases and 
deaths in 2019 (WHO, 2020e). According to Hussein et al. (2020) disruptions in the 
distribution of insecticide-treated nets (ITNs), malaria chemoprevention and indoor 
residual spraying hold the potential to lead to serious malaria outbreaks as an indi-
rect consequence of the pandemic. Based on evidence from the latest Ebola out-
break (2014–2016) in West Africa, a considerable increase in malaria-related illness 
and death due to COVID-19 can be expected (Walker et al., 2015). Put differently, 
WHO (2020f) modelled nine different scenarios of the fight against malaria during 
the COVID-19 pandemic. In the relatively mild scenario where insecticide treated 
net (INT) campaigns are disrupted and the distribution of the nets is reduced by 
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75%, an expected additional 30,000 lives would be lost to malaria compared to the 
baseline situation from 2018.

Taken together, the early and most conservative modelling exercises suggest 
almost 1.2 million additional, indirect COVID-19 deaths in developing countries 
only considering (i) child and maternal mortality, (ii) HIV, (iii) tuberculosis, and (iv) 
malaria. This corresponds to almost 50% of the 2.5 million direct COVID-19 deaths 
worldwide reported by late February 2021. While these numbers are shocking, it 
has to be acknowledged that the modeling exercises along with most of the health-
related literature about the indirect effects of COVID-19 represent immediate 
responses to the pandemic. Until now, these estimates cannot be substantiated. The 
actual database to assess indirect effects is still fairly limited or rather inexistent, in 
particular for developing countries.

Although precise figures are lacking there is no doubt about more indirect health 
consequences stemming from COVID-19. First, the treatment of other chronic dis-
ease such as diabetes is considerably impaired in developing countries (Nouhjah & 
Jahanfar, 2020). Second, the diagnosis of cardiovascular diseases has seen a tremen-
dous reduction across the world in response to COVID-19 raising the concern of a 
long-term worsening of cardiovascular health outcomes (Einstein et al., 2021). The 
same applies for cancer detection and treatment (Del Pilar Estevez-Diz et al., 2020; 
González-Montero et al., 2020). Similarly, neurosurgical patients with a stroke and/
or brain tumors face severe treatment challenges since care systems for them have 
broken down (Dhandapani & Dhandapani, 2020). Developing country patients with 
these conditions are indirect victims of COVID-19. Third, the suspension of elective 
surgeries has also been observed in developing countries (Sarin, 2020). Yet we know 
hardly anything about cost implications for the hospitals and the concerned indi-
viduals (costs of foregone earnings and long-term health consequences). Fourth, the 
so-far established disease list leaves out long-term health consequences from 
patients with ophthalmic diseases, dental care needs, hookworms, bacterial infec-
tions and other diseases that can be cured if attended to. Not only is it very likely 
that people do not seek treatment, in Malaysia a case has been reported of a family 
that absconded from hospital due to fear of COVID-19 (Koh Boon Yau et al., 2020). 
Fifths, the discussion so far excludes the double burden of the nutrition transition 
that has been witnessed across developing countries where malnutrition and obesity 
co-exist (Mai et al., 2020; Gupta et al., 2012; Popkin et al., 2012) and likely have 
increased as a consequence of the pandemic. Moreover, observations of early cop-
ing mechanisms suggest that the behavioral responses of people in developing 
countries further exacerbate the health crisis as they resort to traditional therapies 
and over-the-counter medicines for self-treatment (Arthur-Holmes et  al., 2020). 
Even under the best circumstances where we do not observe any deaths from the 
mentioned, largely unattended to medical conditions, productivity losses due to late 
treatment, wrong self-medication and/or long-term health impairments are likely 
and will lead to sizable deficits in national output.

In addition, mental health needs arise as a consequence of the pandemic itself 
and measures to contain the spread of the virus. Mental health implications of 
COVID-19 for developing country populations have not yet been identified in much 
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detail, in particular representativeness is lacking (Haider et al., 2020). Yet, a study 
about the immediate psychological responses to COVID-19 in the general Chinese 
population suggests that more than half of the 1210 respondents from 194 cities 
rated the psychological impact as moderate-to-severe, and about one-third reported 
moderate-to-severe anxiety (Wang et al., 2020). For the case of Nepal, there is evi-
dence that mental, spiritual and social wellbeing went down in response to curfews, 
self-isolation, social distancing and quarantine (Poudel & Subedi, 2020). Evidence 
from India points out that already during the initial stages of the pandemic, almost 
one-third of the more than 1000 respondents to an online survey reported a signifi-
cant psychological impact (Varshney et al., 2020). Furthermore, a study among chil-
dren in confinement in Hubei province, China suggests increased depressive 
symptoms and anxiety (Xie et al., 2020). In addition, there is the report of a hospital 
suicide in Bangladesh due to treatment neglect during the pandemic (Mamun et al., 
2020). Most of these studies focus on immediate impacts and have small samples 
that suffer from self-selection. Long-term impacts are unfolding as this article is 
written and their implications and costs still need to be identified.

At the same time there is a large awareness of the psychological distress that 
health care workers are going through. During the early stages of COVID-19, Zhang 
et al. (2020) presented evidence of increased psychosocial problems among medical 
health workers in China suggesting that these might need long-term attention. 
Evidence from Nepal further indicates that 38% of the health care workers on 
COVID-19 duty are suffering anxiety and/or depression (Gupta et al., 2020). Yang 
et al. (2020) call for psychological interventions for frontline workers, particularly 
in low- and middle-income countries. Among other support mechanisms e-mental 
health solutions for health care workers have been tested and are advocated for 
(Drissi et al., 2020). Moreover, it is know from psychological research conducted in 
the aftermath of Ebola that fear-related behaviours and stigmatisation are common 
and that post-traumatic stress symptoms are most likely among those who had expo-
sure to the disease (O’Leary et  al., 2018). Thus, mental health struggles among 
frontline health care workers have the potential to put stress on the health care sys-
tem in the years to come.

Last but not least, developing countries face structural stumbling blocks in the 
health sector. They tend to have an underdeveloped health infrastructure with lim-
ited resources and a lack of health professionals (Tran et al., 2020). This situation is 
aggravated during the pandemic due to lack of protective gears for the health care 
personnel, lack of test kids and hospital facilities that make it difficult to separate 
COVID cases from the other patients (Giri & Rana, 2020). The risk of infection 
spread from COVID to non-COVID patients and health professionals is high. 
Consequently and similar to developed countries, health professionals in develop-
ing countries are severely affected by the pandemic resulting in an immediate aggra-
vation of health sector struggles (Arthur-Holmes et al., 2020; Usman et al., 2020).

A careful analysis of the presented evidence about the potential indirect effects 
of COVID-19 on health care seeking, population health, and the health sector 
reveals that most estimates and evidence results from immediate responses and 
small (purposive) samples. The current challenge is to obtain reliable data across 
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countries and health systems that allow to assess which of the alleged, possible large 
indirect health impacts have or will materialize and which ones have been over-
looked in the early calculations. In an attempt to assess the costs of foregone treat-
ment I present some exploratory calculations based on hospital admissions data in 
the next section.

8.3  �Exploratory Analysis of the Economic Costs Associated 
with Delayed and Foregone Hospital Care

The costs associated with delayed and foregone hospital admissions is assessed 
employing data from Eurostat (2021) about hospital discharges. While ideally, I 
would have liked to assess data from developing countries, they are extremely 
scarce and rather outdated. Therefore, I start the analysis with the more detailed data 
from Eurostat and then extrapolate the findings in a second step for those develop-
ing countries where information on in-patient care use is available for any point in 
time during the last 10 years. For this second analysis I employ information from 
the Health Equity and Financial Protection Database (2021).

Eurostat provides the total number of hospital discharges of in-patients for all 
causes of disease (excluding accidents and births) for the period 2009 to 2018. In 
the analysis I focus on available data for Central and Eastern European countries. A 
detailed overview of the data along with the yearly growth rate in hospital dis-
charges and the average growth rate over the period is provided in appendix A1. The 
dataset contains 8 countries of which all except one (Bulgaria) are classified as 
high-income countries. Clearly, the countries do not represent developing countries. 
Yet, many of them were members of the former Soviet Union and only recently 
became high income countries and present thus a good initial approximation since 
credible yearly data is available for these countries contrary to the developing 
countries.

Based on the average growth rate in hospital discharges I derive estimates of 
2019 and 2020 hospital discharges not considering any impacts of COVID-19 as I 
am interested in operations as usual and impacts on these. Results are shown in 
Table 8.1, Columns 1 and 2.

According to US data for 162 hospitals spanning 21 states and covering 22 mil-
lion patients, hospital admissions declined by 6.9% between March 8 and August 8, 
2020 (Heist et  al., 2020). This figure increase to 8.5% if all available data until 
December 5, 2020 are taken into account (Heist et al., 2021). Based on these data I 
estimate two scenarios, the first one assumes a 5% decline in regular hospital admis-
sions unrelated to COVID-19 cases and the second one a 10% reduction. There is no 
doubt that delayed care is associated with increased costs and worse health out-
comes (Kraft et al., 2009). Yet, the precise costs are hard to determine. For the sake 
of this exploration, I put potential costs in relation to GDP per capita. Imposing the 
assumption that delayed health care seeking increases medical costs, puts higher 
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demands on family care needs, and deteriorates long-term health and productivity 
outcomes, I impose that every delayed in-patient treatment independent of the cause 
results in a 50–100% reduction of annual GDP per capita. While this is a gross sim-
plification and might seem like a large figure, it is meant to also indirectly account 
for reduced out-patient care seeking for which detailed data are not available. Rice 
et al. (1985) calculate the total economic costs of illness in 1980 at $455 billion for 
the United States. That amounts to 7% of the 1980s GDP (constant 2010 US$). In 
relation to these large costs, imposing that delayed and foregone medical care 
amounts to costs of 50–100% of annual GDP per capita is a decent approximation 
to get an initial idea of possible economic costs.

I present three scenarios. The first scenario assumes a 5% decline in regular hos-
pital discharges (corresponds roughly to the short-term figures from the US, com-
pare Heist et al., 2020) as a consequence of the pandemic and that every one of these 
untreated patients leads to an average economic cost that is equivalent to a decline 
of 50% in yearly GDP per capita. The total costs average more than one billion US$ 
across the eight countries under study, Slovenia has the lowest costs of around 
250 million US$ and Poland has the highest costs of more than 3.3 billion US$ 
(Table 8.1, Column 5). In terms of reductions of overall GDP, the economic costs of 
delayed and foregone health care are expected to amount to about 0.5% of total 
GDP on average (Table 8.1, Column 8). The largest impact can be observed for 
Bulgaria. The costs of delayed and foregone health care seeking amount to 0.9% of 
GDP. The smallest relative impact is found in Croatia where the costs represent 
0.4% of GDP. The second scenario imposes a 10% decrease in regular hospital dis-
charges and is akin to the long-term figures from the United States (Heist et al., 
2021). Unsurprisingly, this results in twice the costs and an average decrease in total 
GDP of roughly 1% (Table 8.1, Columns 6 and 9). If I further impose that the eco-
nomic cost of each delayed and foregone hospital admission amounts to the full 
annual GDP per capita impacts again double (Table 8.1, Columns 7 and 10). While 
these scenarios are simplistic and the assumption of a 50–100% loss in yearly GDP 
per capita is strong, they give a first indication that the economic costs stemming 
from delayed and foregone health care seeking are not to be underestimated. 
Importantly, some of these costs will be incurred over many years to come due to 
long-term negative health consequences and chronic conditions.

The exercise of estimating the total economic costs of delayed and foregone 
health care is repeated for in-patient data from Sub-Sahara Africa obtained from the 
Health Equity and Financial Protection Database (2021). No patient numbers are 
available but population shares that had in-patient treatment in the reporting year. 
Particular caution has to be applied in interpreting these data since the challenge is 
that the available in-patient data are up to 10 years old. Older data have not been 
used resulting in only eleven countries being represented in the analysis. No tempo-
ral accounting was applied to the data since such exercise is subject to too much 
uncertainty. The in-patient shares, no matter which year they were from, were 
directly applied to the 2019 population data. I use 2019 population data since 2020 
data is potentially affected by COVID-related death. The same three scenarios were 

N. Wagner



111

calculated as for the Central and Eastern European countries. Results are presented 
in Table 8.2. As can be seen even at a glance the average economic costs per country 
are substantially lower for the Sub-Saharan African countries under study when 
imposing that they face the same 5–10% reduction in hospital discharges from regu-
lar diseases as developed countries. The resulting economic costs range between 
74 million US$ and 297 million US$ on average (Table 8.2). These lower average 
costs represent a mechanic result since costs have been calculated relative to the 
countries’ GDP and the Sub-Saharan African countries under study have consider-
ably lower GDPs per capita compared to the Central and Eastern European coun-
tries under study. Yet, also in terms of the share of these indirect health costs in GDP 
the Sub-Saharan African countries face a lower burden ranging between 0.1% and 
0.6% of total GDP on average. This reflects the considerably lower use of in-patient 
care in Sub-Sahara Africa. In the dataset at hand it amounts to 5.7% of the total 
population on average (Table 8.2). The share of hospital discharges for the Central 
and Eastern European Countries under study is almost 21%. While these figures 
cannot necessarily be directly compared, since they are the result of a different 
underlying accounting metric, they give a clear indication of structural differences, 
i.e. the pre-pandemic lack of available health infrastructure in many Sub-Sahara 
African countries. Thus, the resulting cost figures are smaller by construction. If, 
however, I assume a 50% decrease in “normal” in-patient care, which is not unreal-
istic given the hurdles for accessing care in Sub-Sahara Africa and the fear the 
pandemic caused because of knowledge of the impacts of other pandemics such as 
Ebola (Wadoum and Clarke, 2020), then I obtain estimates that are similar to the 
relative loss in GDP in the Central and Eastern European countries. Imposing a 50% 
decline in hospital admissions and a 50% (100%) reduction in GDP per capita leads 
to a 1.4% (almost 3%) decline in overall GDP on average. If the costs are in the 
range of 1–3% of GDP they counteract the already low GDP growth in Sub-Sahara 
Africa and have the potential to leave the African continent further behind.

As these calculations and considerations show, it is not possible to fully gauge 
the economic costs of delayed and foregone health care due to COVID-19 in devel-
oping countries. Yet, the presented rough calculations in combination with the mod-
elling results about excess mortality caution against exclusively focusing our 
attention on fighting the spread of COVID-19 in developing countries without pro-
viding resources for the fight against other (endemic) diseases. Ignoring the burden 
of currently untreated health conditions including the mental distress caused by the 
pandemic potentially makes us to severely underestimate the long-term effects of 
the pandemic for the populations of developing countries and for achieving more 
equity and less poverty in the years to come. Moreover, the available in-patient data 
for Sub-Sahara Africa leaves no doubt about the need to further expand health ser-
vices in the region not only for the fight of the current pandemic but also to sustain-
ably increase population health and to permanently reduce mortality from untreated 
conditions. Last but not least the lack of quality data calls for a strengthening of 
health information systems.

8  Indirect Health Effects Due to COVID-19: An Exploration of Potential Economic…
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8.4  �Conclusions

Developing countries face a trade-off when it comes to the current pandemic. On the 
one hand, demography, i.e. the relative youth of the population of most developing 
countries, is likely to play in their favor since most of the severe COVID-19 cases 
and deaths happen among the elderly. On the other hand, the indirect health conse-
quences are likely to hit these countries even harder due to poor health systems as 
well as delayed and foregone health care and the long-term negative implications 
delayed care has on productivity. Although difficult to quantify, the indirect health 
effects loom large since they do not only materialize in the economic cost of delayed 
care but also in pre-mature productivity losses due to additional deaths from disrup-
tions in the care of HIV, tuberculosis and malaria patients to name just the main 
diseases.

Financial support that goes beyond the provision of COVID-19 test kits and vac-
cines needs to be provided to ensure that the Africa region can continue its fight 
against the endemic diseases that pre-date COVID-19 and that the already low lev-
els of growth can at least be maintained. As the exploratory economic cost calcula-
tions have shown, the indirect health effects due to untreated diseases have the 
potential to leave Africa behind if not attended to. In addition, there is the new bur-
den from fear, anxiety and mental diseases among health care worker in particular 
and the larger population in general. Developed countries do good in supporting 
developing countries in their health system responses to COVID-19 even if the main 
objective of the former is to avoid further Coronavirus mutations and their spread 
across the globe. Leaving developing countries behind now, has the potential to not 
only magnify the direct and indirect health costs experienced in developing coun-
tries but also the already extremely high direct and indirect health costs in devel-
oped countries.

Two practical and short-term solutions to help developing countries cope are 
provided by (i) self-tests and (ii) mobile health interventions. Self-tests, not only for 
COVID-19 but also for HIV and TB (Mhango et al., 2020; Xie et al., 2012), can act 
as one puzzle to curb direct as well as indirect health effects of the pandemic. In 
addition, the role for mobile health interventions and tele-medicine should not be 
underestimated and further supported across developing countries (Kadir, 2020; 
Keri et al., 2020), at least for follow-up consultations (Kumar et al., 2020). Pragmatic 
and hands-on solutions are needed to strengthen the health systems of developing 
countries (Gerard et al., 2020). To facilitate entry, interventions can build on exist-
ing structures (decentralized health services, community insurance systems, (un)
conditional cash transfers) and involve locally respected experts (local and religious 
leaders, NGO trained community volunteers, traditional healers).

8  Indirect Health Effects Due to COVID-19: An Exploration of Potential Economic…
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Chapter 9
Effects of COVID-19 on Education 
and Schools’ Reopening in Latin America

Georgina M. Gómez and G. J. Andrés Uzín P.

Abstract  Lockdowns around the world have forced governments to close schools 
for most of 2020 and they will probably remain closed in several areas and for some 
time until the end of 2021. Millions of children around the world will not have expe-
rienced classes in classrooms for an entire year or longer, which has disrupted their 
routines and educational cycles. In this chapter we discuss the impact of the pan-
demic and school closures on the schooling system in Latin America. A rapid shift 
to digital learning became necessary, but the basic infrastructure to support it was 
mostly absent, so school closures have exacerbated the digital gap both within and 
between countries. In Latin America, after decades of expansion of the public 
schooling system, the pandemic has offset the important progress in terms of pov-
erty alleviation.

9.1  �Introduction

The effects of the Covid-19 pandemic on the education sector will be deeper and 
will last longer than we can envision at the time of writing this chapter. Social dis-
tancing and other non-pharmaceutical measures have persuaded many countries to 
close schools, universities, and other teaching centres in an effort to protect the 
health of the population. Closures of learning centres have made it impossible for 
learners and teachers to meet in classrooms and this distancing has seriously dis-
rupted their learning processes and their life-time employment opportunities.
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The consequences of closing learning centres can be summarized along several 
lines. First, the lockdowns driven by the need to protect public health have disrupted 
the learning processes of learners. Research in the US has shown that even routine 
interruptions such as summer vacations both deactivates learning capacities and 
causes the loss of acquired knowledge (Alexander et  al., 2007; Cooper, 1996). 
Interruptions also have an impact on absenteeism and school desertion, which may 
be temporary or permanent. In the medium and long run, the restrictions on tradi-
tional methods of schooling will translate in reduced employment and social oppor-
tunities for the youth affected.

While some course contents will be delivered with the use of new technologies, 
these are far from given. The second impact of school closures has been termed 
digital gap or digital divide, and it addresses the unequal access to new information 
and communication technologies as well as the differentiation in the abilities to 
leverage on technologies for socio-economic development (Mariscal et al., 2019). 
In the last decade, the specialized literature acknowledged the widening of the digi-
tal gap among income groups, but the pandemic has significantly exacerbated these 
inequalities within and between countries and its consequences on education.

Learning centres are not simply large buildings with classrooms that children 
attend to acquire knowledge. Schools generate learning communities that involves 
households, neighbours and a wide range of actors for whom the learning centre is 
a meeting point. The third broad consequence of the lockdowns will impact a gen-
eration of children and youth that have missed on experiencing the role of the school 
in promoting social cohesion and connecting communities, even if students manage 
to achieve some of the learning objectives in their courses’ contents.

In a nutshell, the pandemic has already marked the schooling of a generation that 
missed out learning contents and educational experiences. This chapter will first 
discuss the impact of school closures caused by the Covid-19 pandemic in Latin 
America. We have chosen to focus on Latin America because in the last two decades 
most of the countries in the region have given priority in its policies and investments 
to promote education as means to offset the severe historical inequalities in Latin 
American societies. At the same time, it has been one of the continents worst 
affected by the pandemic in terms of numbers of infections, deaths, and days with 
lockdowns. As a result, the impact of the pandemic and lockdown policies on 
schools have been unprecedented across the region. In some countries, schools have 
been closed for a whole year and in others, new school closures have not been dis-
carded (Seusan & Sachs-Israel, 2020). The situation continues to unfold and further 
peaks of infections can be expected in 2021 and 2022.

This chapter is structured as follows. We first introduce the evolution of the edu-
cation sector in Latin America in the last decades. We then describe the economic 
implications of the lockdown and the implications of school closures during the 
pandemic, the missed learning content, and the disruption to the lives of local com-
munities centred on schools. We subsequently analyse the digital gap as it has wid-
ened, and we finally take stock of the challenges that lie ahead to reopen the 
education systems.
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9.2  �Promotion of Public Education

Latin American countries have made significant progress in expanding and improv-
ing education systems in the last five decades. To better understand the tragic set-
back caused by the Covid-19 pandemic, this section will briefly account for the 
development of the public education sector, especially in relation to school coverage.

Since the 1960s, with the consolidation of the public sector in Latin American 
countries, education was placed as a relatively high priority. While there are impor-
tant variations among the countries in the region, in the last decades the emphasis 
was on expanding the public school system (Tedesco, 2012; Torres, 2005). The 
policy objective translated into two key goals: the provision of universal coverage to 
all children of school age and the harmonisation of the curricular content including 
schools of different ownership and modalities. Some governments had been rela-
tively hands-off from the schooling system until then and basic or primary educa-
tion was often provided by private actors, local communities, and religious groups. 
As national states consolidated and expanded their capacities, most governments 
multiplied the number of public schools across their national territories and the 
education systems moved gradually to a mix of public, semi-private and private 
schools. This mix, in turn, included various combinations of public and private own-
ership with public and private service delivery. Around the 1990s, several countries 
included decentralisation of the public schools’ administration with central curricu-
lar development and a combination of sources of funding at the national and local 
levels, hence achieving a certain level of institutional sophistication.

The strategies pursued across Latin America, with variations among countries, 
included the increase of mandatory schooling time, expansion of primary school 
coverage to relatively neglected areas and social groups, and the creation of adjusted 
educational services for the marginalised, disabled and children with learning disor-
ders or special needs. The priority was set on primary education, but the goals grad-
ually extended to pre-schooling and secondary education. Table 9.1 shows the rates 
of coverage of primary and secondary schooling for six countries. As shown in 
Table 9.1, primary school coverage was already high at the turn of the Millennium 
and it was mostly perceived as an achieved goal. Secondary school rates were con-
siderably lower but they were growing. Education policies in Latin America were 
certainly diverse, but a central concern was the reduction of inequalities via facili-
tating access to compulsory public schooling.

The 1990s presented additional challenges, with fiscal crises, budget cuts and 
neoliberal policies that froze investments in the education sector and compromised 
the efforts to expand the universal public schooling. Once these fiscal emergencies 
diminished, the priority on education resurfaced in most countries and since 2000 
there has been a significant increase of the investment in education of all levels 
across the region. The rise is evident in absolute terms as well as in percentage of 
the GDP, as shown in Table 9.2 for the same group of countries. The target was to 
spend 4% of the GDP in public education, which became legally mandatory in some 
countries and a social demand, to the point that this level of expense figured 
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prominently in the 2012 winning presidential campaign of the Dominican Republic, 
for example.1 As a reference, European countries spent an average of 5.6% of their 
GDP in education in 2010 (UNESCO, 2015).

The renewed efforts of the last two decades to achieve universal school coverage 
added to other policy priorities, which also varied by country but mostly included: 
a) the development of indicators to measure schooling quality, b) professional and 
economic improvement of the teaching staff, and c) adaptation of learning methods 
in changing contexts and implementation of new information technologies. These 
three challenges to improve the quality and modernise the education systems co-
existed with the old pending goal of universal primary school coverage to finally 
include all children of school age in the primary or basic schools. The neglected 
social groups across Latin America that were still excluded from the public school-
ing system involved indigenous groups, remote rural areas, and urban areas severely 
affected by poverty and criminality (see also Arsel & Pellegrini, 2021).

1 The social demand became known as “Movement of the 4%”, see for example https://edujesuit.
org/es/el-movimiento-de-reivindicacion-del-4-en-republica-dominicana/

Table 9.1  Net schooling coverage, selected countries 1995–2015

Country Bolivia Colombia Guatemala Perú
Dominican 
Republic Venezuela

Year Pri Sec Pri Sec Pri Sec Pri Sec Pri Sec Pri Sec

1995 nd nd 84.5 nd nd nd 84.9 52.2 nd nd 87.3 23.5
2000 95.1 62.4 93.9 nd 82.4 24.5 96.8 62.0 84.7 40.6 95.4 25.9
2005 95.0 74.7 94.1 63.6 90.8 nd 96.6 67.2 84.3 53.3 93.0 68.2
2010 90.9 72.8 91.9 75.3 95.2 41.8 96.6 77.7 91.9 63.7 94.1 74.1
2015 87.3 76.7 91.9 75.6 85.2 44.1 92.7 79.2 93.5 67.8 93.0 73.2

Source: ECLAC (2020)
https://estadisticas.cepal.org/cepalstat/Perfil_Nacional_Social.html?pais=BOL&idioma=spanish
https://estadisticas.cepal.org/cepalstat/Perfil_Nacional_Social.html?pais=COL&idioma=spanish
https://estadisticas.cepal.org/cepalstat/Perfil_Nacional_Social.html?pais=GTM&idioma=spanish
https://estadisticas.cepal.org/cepalstat/Perfil_Nacional_Social.html?pais=PER&idioma=spanish
https://estadisticas.cepal.org/cepalstat/Perfil_Nacional_Social.html?pais=DOM&idioma=spanish
Note: net schooling rates report the percentage of children who are at school and should be at 
school at that age

Table 9.2  Public Education budget, as % of the GDP, selected countries

Country Education Budget as % GDP

Bolivia 8.9
Colombia 4.0
Dominican Republic 4.0
Guatemala 2.8
Perú 3.5
Venezuela 4.9

Source: (UNESCO, 2015)
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The progress in the new educational agenda in Latin America was barely begin-
ning to be assessed when economic growth started to slow down and education 
budgets were again frozen or reduced, as a result of the fall in international com-
modity prices. Since around 2015 several countries were again affected by public 
budget deficits, such as Colombia, Peru, Mexico, Chile and Argentina, in addition 
to the collapse of Venezuela. In these countries, investments and modernisation of 
the public schooling systems were slowing down and the third goal, the incorpora-
tion of new information technologies to digital learning, was progressing slowly or 
was repeatedly postponed (Tedesco, 2012; Lorente Rodríguez, 2019). In this con-
text of relative budgetary weakness, the Covid-19 pandemic started and school clo-
sures were decided in most countries.

9.3  �The Spread of Covid-19

In December, 2019 the SARS-CoV-2 new virus was discovered in the city of Wuhan, 
China, and isolated as the cause of the Covid-19 sickness that spread globally. The 
World Health Organization declared it was a public health emergency of International 
concern on January 30th, 2020 (WHO, 2020a) and later elevated the concern to a 
global pandemic on 11 March, 2020 (WHO, 2020b).

Although partial contingency plans existed in some countries, it was an unprec-
edented situation for which governments were badly prepared. The World Health 
Organization, with other multilateral organizations, designed and recommended a 
number of strategies through its Situation Reports (WHO, 2020a, c) prepared by its 
experts. Governments adopted some of these interventions to varying extents and 
with varying degrees of success, while a few governments completely ignored these 
recommendations. In general, policies to control the sickness and mitigate the 
effects of Covid-19 continue to generate considerable confusion and controversy.

Across the Americas the disease has not been adequately controlled and there 
have been with cycles of rise and decline in the numbers of infections and deaths. 
During the peaks, health care systems collapsed and the number of deaths in Latin 
America in the last year have been high. The region is home to 8.4% of the world 
population but of 18.6% of those globally tested positive for Covid-19. The data 
probably underestimates the real numbers of infections and deaths, considering the 
limited monitoring and testing facilities in the region. There is considerable varia-
tion among countries but 1 year after the beginning of the pandemic, the situation is 
still uncontrolled. On 25th March 2021, Brazil and Mexico registered over 320.000 
and 200.000 deaths of Covid-19 patients respectively, with ratios of 153.49 and 
161.03 deaths every 100,000 inhabitants (Coronavirus Resource Center, 2021).

Despite the extraordinary speed at which vaccines have been developed, Latin 
America has been slow in rolling them out. The estimation is that a sufficient level 
of immunity can only be reached around the first half of 2023 (BBC, 2021a, b). As 
a result, governments are cautiously prepared to release and tighten lockdown inter-
ventions throughout 2021 and probably 2022.

9  Effects of COVID-19 on Education and Schools’ Reopening in Latin America
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In view of the public health hazard, traditional classes have been affected at all 
levels of education. Many governments decided to close schools nad have kept them 
closed for year, consequently having to shift suddenly to online and distance 
learning.

In addition to school closures, learners’ households and the education system 
have also been affected by the economic downturn and restrictions on mobility to 
enable social distancing. The economic impact of the pandemic will be significant 
because the largest economies in the region were already growing sluggishly before 
the outbreak, and the lockdown policies have aggravated the situation. According to 
IMF, economic growth was 1.6% in 2019 and the estimation for 2020 is a reduction 
in the regional GDP of 7.4%. Growth is expected to resume in 2021 and would 
reach an estimate of 4.1% (IMF, 2021), if vaccination campaigns are sufficiently 
successful. Figure 9.1 shows the fall in the GDP in Latin American countries.

The impact of the economic downturn is bound to affect the marginalised and 
vulnerable population groups the most, and some authors claim that poverty levels 
have returned to those observed a decade ago (Alkire et al., 2021). With poverty and 
inequality on the rise (Sanchez & García, 2021), ECLAC estimates that all income 
groups will be affected across the region but some more than others (Filgueira et al., 
2020), as shown in Fig. 9.2. The method compares the percentage of the population 
in 2019 and 2020 with incomes in specific brackets, that could define them as 
extreme poor, poor, low income above poverty line, low medium income, and 

Fig. 9.1  GDP variation in Latin American countries 2020, in percentages. (Source: IMF, 2020)
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medium income. The graph shows an increase in the percentage of the population 
with incomes that fall in the categories of poor and extreme poor, while the percent-
ages of the population classified as not poor and above has decreased.

While the socioeconomic conditions of households generally affect the quality 
of the learning processes among children and youth, they are the critical factor that 
causes schooling delays, failure, and desertion. These consequences peak during 
periods of economic crisis, when poor households withdraw their children from 
school; the effect is higher for males because they tend to find employment as low 
skilled labour faster than females (Casquero & Navarro, 2010). Increased schooling 
failure are bound to occur in Latin America, following the economic slowdown 
caused by the pandemic and its consequent increase in poverty levels, shown in 
Figs. 9.1 and 9.2.

In addition, the economic crisis has led governments to apply budget cuts across 
all national expenses, and education is one of the areas in which they the budget cuts 
have been the most significant. ECLAC estimates that cuts in the public education 
budget will be of 9% in 2020 (AFP, 2020). With preliminary data for 2020, the 
Education Finance Watch 2021 shows that two thirds of the low-income countries 
in Latin America have reduced their education budgets since the beginning of the 
pandemic (World Bank and UNESCO, 2021). It is expected that these budget cuts 
will be in place in 2021 as well.

12.2

18.1

25.7

20.4

16.215.5

21.8
23.9

18.1

13.8

Extreme Poor Poor Low not Poor Medium-low Medium-medium

2019 2020

Fig. 9.2  Percentage of the population by income brackets in Latin America. (Source: Filgueira 
et al., 2020, p. 28)
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9.4  �Impact on Schooling

One of the most common interventions to mitigate the effect of Covid-19 was the 
closing of schools and universities. Most governments in the world had to decide to 
suspend in-classroom teaching partially or completely. A UNESCO study shows 
that schools have been closed for a worldwide average of 22 weeks up to the week 
of 25th January 2021. As shown in Fig. 9.3, children of school age around the world 
have not attended any physical classes for an average of approximately half a year. 
Latin American countries are the ones that have kept their schools closed for the 
longest period, which is 29 weeks. This has affected the learning process of at least 
137 million children of school age in the region (Seusan & Sachs-Israel, 2020). 
UNICEF reports in a complementary study that schools have remained closed for an 
average of 95 learning school days, which represents approximately half an aca-
demic year. The research also confirms that Latin America is the region where 
schools have been closed for the longest time, with an average of 158 days.

Fig. 9.3  Duration of school closures (in weeks until 25 January 2021). (Source: UNESCO, 2021)
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Looking at school closures worldwide, half of the twenty countries that closed 
their schools the longest are in Latin America. Until March second, 2021, the top of 
the list includes Panama (211 days), El Salvador (205 days) and Bolivia (192 days). 
In addition, until March second, 2021 there were 16 countries that closed schools 
for 100 days or more, and in the group of 20 countries that lost less than 100 days 
of classes, schools were partially closed for an average of 63 days (UNICEF, 2021). 
Although the data reflect a severe disruption of the education sector, the crisis is still 
unfolding and new outbreaks of the pandemic may increase the number of days with 
school closures.

9.5  �Technological Preparedness

While lockdown measures included school closures, governments wanted to avoid 
the complete cancellation of classes. The efforts hence turned to implementing dis-
tance learning by means of virtual environments and new technologies. They were 
sometimes supported by international organizations such as UNICEF and UNESCO, 
but there were no contingency plans ready to implement distance learning in any 
Latin American country before COVID-19 appeared. Distance education by means 
of digital technologies was extraordinary even at university level and often restricted 
to expensive programmes for high-income groups.

Although the concepts of distance learning and virtual classes via Internet are 
currently overlapping, they do not address the same pedagogical modality. Distance 
learning pre-exists the introduction of Internet and digital technologies and was 
based on the use of paper, radios, and self-learning. However, the advance of digital 
technologies has made these methods obsolete and any learning that does not take 
place inside a classroom in a learning centre is understood to be based on Internet, 
virtual learning environments and digital platforms.

The turn towards digital learning appeared promising to protect public health in 
the emergency and, according to some, it was the only safe solution to diminish 
social contact and the spread of the pandemic. However, the implementation of 
distance learning did not work as envisioned. Distance learning by means of digital 
technologies requires a supporting infrastructure grouped under the name of 
Information and Education Management Systems (IEMS). In the less developed 
countries in Latin America, a level of leaning based on new technologies could not 
be achieved, not even close to those gained in physical classes. Most schools did not 
have digital platforms or any of the other technologies necessary to offer distance 
learning, so hardly any schools in Latin America have managed to cover the mini-
mum course contents planned for the 2020 school year. Even in the most advanced 
private schools, where the children of better-off families get their schooling, the 
infrastructure was not ready to support distance learning.

Information and Education Management Systems include several components: 
learning platforms, digital content, physical material or social networks, TV or 
radio, and open schools. A research by the Inter-American Development 
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Bank (IDB) [Banco Interamericano de Desarrollo (BID)] studied the level of pre-
paredness for distance learning of Latin American public schools in 26 countries. 
Figure 9.4 shows the various components necessary to implement distance learning 
and the limitations faced by the schools’ systems in Latin America.

The IDB [BID] report studied the degrees of preparedness in these various ele-
ments and coded them with the colours green to red. It concluded that only Uruguay 
was in a situation to implement distance learning based on digital technologies. 
Other countries, such as Peru and Bahamas, were already advanced with some of 
the components of an information and education management system, and none of 
elements appear in red while some factors appear in green. All the other countries 
included in the report show at least one completely missing component, in red. In 
the cases of Bolivia, Haiti, Nicaragua, and Venezuela, the IEMS were not developed 
at all and all appear in red, showing that it was impossible to implement virtual 
classes in these countries. The colour- coded list is shown in Fig. 9.5.

At the same time as there are important differences in the levels of technological 
preparedness to implement distance learning, there are also significant inequalities 
within the countries. Public schools, especially those located in rural and poor areas, 
lacked the most basic material conditions, such as equipment, computers and 
Internet connections, to shift to digital learning. In cases where reasonable material 
conditions are present, these may not be homogeneous and stable enough to facili-
tate digital learning. Finally, an additional barrier to digital learning is the teaching 
staff who often lacks the necessary training to teach their learnings in a digital 
environment.

The inequality in the access to learning via digital platforms between high- and 
low-income groups is captured by the concept of digital divide or digital gap (Wei 
& Hindman, 2011; Zheng & Walsham, 2021). The concept initially addressed the 
inequality in material access to digital technologies but as Internet became increas-
ingly widespread, there was a conceptual shift to actual use and the social conse-
quences of this gap. Wei and Hindman (2011) hence argue that the digital divide can 
be better defined as inequalities in the meaningful use of information and commu-
nication technologies.

Schooling in the Covid-19 pandemic depends critically on both technological 
access and meaningful use, so the digital gap varies in this context between coun-
tries and within countries. Schools may have the necessary technological infrastruc-
ture to implement digital learning, but the digital gap may still occur at the household 

Fig. 9.4  Measures for education continuation. (Source: BID, 2020, p. 6)
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of the students. For instance, a household may have only one computer or laptop but 
several children or lack sufficient connectivity to receive classes online, especially 
when there are several children trying to take classes digitally. In turn, technological 
infrastructure does not imply capacity to use teaching materials and effectively 
learn from them.

A study by the BID (2020) shows the inequalities in access, not in usage, among 
households for the top and bottom quintiles, as shown in Fig. 9.6. It shows that the 
top quintile has very similar levels of access across countries, except in the 
Dominican Republic. About 95% of the better-off households have computers and 
connectivity at home, as a condition for digital learning. In contrast, there are 
marked differences among the marginalised learners of the different countries. A 
child in a poor household in Chile seems to have better chances of following virtual 
classes than a child of a similar socioeconomic background in Peru, for example, 
where the basic infrastructure for home schooling is present in only 7% of the 
households. Clearly, these learners will miss the opportunity of continuing their 

Fig. 9.5  Digital situation of IEMS. (Source: BID, 2020, p. 10)

Fig. 9.6  Computer access at home for school homework by socioeconomic level PISA 2018. 
(Source: BID, 2020, p. 14)
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education during school closures by means of digital learning (UNESCO, 2021). As 
a point of reference, in OECD countries 75% of the children have access to a com-
puter and some governments provided free laptops to learners in disadvantaged 
households (Whittaker, 2020).

In other words, the digital gap has its roots in social inequality and it is repro-
duced simultaneously with inequalities at large. The digital gap in the less devel-
oped countries in Latin America will expand the differences between rich and poor. 
While there is some evidence that digital schooling can be as effective as physical 
classes (Garcia & Ruiz, 2010), no distance learning takes place without access to 
the technologies that make that possible. In addition, the actual learning outcomes 
depend on use and not only access, and there is minimal information of effective use 
of digital technologies in home schooling in Latin America.

9.6  �Additional Social Consequences

In addition to missing schooling time and not learning specific contents, months of 
school closures are showing other effects. Children are losing study methods and 
routines that they had already gained when they could attend classes. Social dis-
tance is affecting their learning capacities, which will hinder their employability in 
the future. Considering the economic impact of the pandemic and the increase in 
poverty, the prospects of any reduction in inequalities seem sombre.

There are other consequences of school closures that go beyond what children do 
not learn in terms of contents. Schools often serve as a source of health, nutrition, 
and social support for those from lower socio-economic segments. While these 
additional benefits have attracted children to schools in the past, school closures 
increase the chances that poorer households may decide to drop out schooling in 
favour of adding workers to earn a livelihood and put food on the table. In terms of 
health, social contact at school had positive effects on children’s health, so it can be 
expected that their closures may have the opposite effect. The consequences on 
health are still poorly understood. For instance, there is some evidence among chil-
dren and youth that they are suffering various mental illnesses caused by being at 
home for extended periods of time, the lack of socialization, long hours in front of 
screens of computers and cell phones and (Leicester, 2021) reports a significant 
increase in infant and youth depression.

Additionally, in some locations the schools are the heart of the community, and 
this is especially the case in marginalized urban places and remote rural areas where 
other public services are not available or reach less. In a recent project with a group 
of schools that promote critical education in Latin America in the poorest areas of 
each country, we found that among vulnerable populations the schools are the meet-
ing points where children feel safe, households build solidarity around the children 
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and information on well-being and needs flows among them.2 We concluded that 
in locations where gang violence and criminality are high, schools are often safe 
havens where feudal conflicts are left out, and this phenomenon was observed in 
areas in Bolivia or Colombia, where illegal crops are produced and manufactured 
with the consequent criminality and violence. Children, teachers, and families in the 
communities referred to schools using terms such as “the heart of the community”, 
“a sanctuary” and “a refuge in the neighbourhood”. Even if school closures are 
temporary, these social benefits are missing in the lives of children and their fami-
lies during the pandemic.

While lockdown policies were necessary and allowed countries to curtail the rate 
of Covid-19 infections, our findings cast light on the negative consequences of 
school closures on social cohesion at the local level and the extent to which it dis-
rupts everyday life of communities. School closures also undermine the chances of 
the poor making a living, in addition to undermining the community fabric and the 
inclusion of children and youth in local governance.

9.7  �Reopening of Schools?

Considering the effects of school closures in the pandemic, the reopening of schools 
appears as a priority. UNESCO General Director, Audrey Azoulay, requested to 
keep “school closures as the last resource and their reopening a top priority” 
(UNESCO, 2021). However, Latin American countries that rushed to reopen schools 
without enough preparation soon faced soaring levels of contagions (Seusan & 
Sachs-Israel, 2020). It was the case of Uruguay, for example, where the government 
decided to return to physical schooling in July 2020 (Meritxell, 2020) and in 
February 2021 the number of infections per million inhabitants was higher than in 
Brazil, one of the epicentres of the pandemic (Lissardy, 2021). Most children and 
youth are asymptomatic carriers of the coronavirus, which makes them perfect vehi-
cles for its dissemination and as origins of clusters of infections (Uzín, 2020) when 
they bring the disease to the high-risk members of their households.

The virus has proven to be resistant and dangerous, able to hide for weeks and 
then reappear with a symptomatic patient, so it has become clear that full schools’ 
reopening will not be possible until the pandemic is contained. The current situation 
suggests that it schools reopening will not be possible in any Latin American coun-
try in the first half of 2021, at least not permanently. Re-openings in the second half 
of the year would take place selectively, partially and for short-periods, between one 
wave of Covid-19 infections and the following. This will be the case, at least, until 
vaccination campaigns reach a threshold that make it possible to allow social con-
tact again. With these prospects, the choices are limited to strengthening current 

2 The name of the schools’ network cannot be disclosed. The study was conducted between 2018 
and 2020 by a team led by the authors of this chapter and it included 4 case studies of educational 
communities in six countries in Latin America.
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efforts to conduct distance learning, most probably based on digital technologies. 
Save the Children refers to these efforts as the need to “keep learning alive” as long 
as the pandemic forces governments to keep schools closed (Warren & Wagner, 
2020). Other voices have joined in this conclusion, including UNICEF, several gov-
ernments, civil society organisations, and businesses, as reported in the UNICEF 
report “Educación en Pausa” (Seusan & Sachs-Israel, 2020).

In general, the conditions to face this pandemic in Latin America are far from 
ideal. The introduction of digital technologies in education was already part of the 
pending agenda to modernize schooling, but in most countries this point was never 
implemented because fiscal resources started falling about the same time as the goal 
was set. Most Latin American countries are too far in 2021 from the required opera-
tive levels that would allow for an effective distance learning schooling. There is 
little room for optimism that digital learning will be nearly as effective as traditional 
schooling.

At the same time, some voices have underlined that the pandemic could be con-
ceived as an opportunity to tackle once and for all the modernization of schooling 
by introducing new technologies, but the timing is not promising for these pros-
pects. Considerable investments in school infrastructure are necessary and these 
will be constrained by the soaring expenses in public health care and other pressures 
imposed by the control of the pandemic. In addition, governments, especially those 
facing elections this year, will be tempted to run additional fiscal packages to stimu-
late their ailing economies and help those groups falling back into poverty, instead 
of spending more on schooling. The reduction of the education budget is estimated 
to have reached 9% in Latin America in 2020 (UNICEF, 2021) and follows a grad-
ual reduction over the previous 5 years, as we explained in Sect. 9.2 of this chapter.

The reopening of schools is necessary but it appears as a major challenge. Most 
Latin American countries will need to reopen schools before vaccination campaigns 
guarantee an acceptable level of health safety, which will most likely translate in 
additional partial and temporary school closures. Various protocols and health 
safety procedures will need to be planned and formalized to provide clear guidance 
on how to minimize biological and sanitary risks of children and teachers returning 
to schools (Bos et al., 2020). These school reopening could occur only when the 
contagion levels are relatively low, so schools would not become infection centres 
for their communities. Compliance with these protocols will need to be enforced 
and monitored, which is surely going to prove a challenge for many governments 
that have a poor track record in following up the compliance of their policies 
(Cluster Global Education, 2020).

In a nutshell, we envision that the future will not bring one school reopening but 
several periods of partial and targeted school re-openings, by region and depending 
on the specific conditions. In the medium run, the consequences of the pandemic on 
schooling will grow, as our own thinking about them develops. Governments and 
society in general are learning to look beyond the specific role of the school as the 
location where teaching takes place although the roles as community centres and 
socialisation spaces are still vacant.
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In the long run, several international organizations and governments already 
envision that the consequences of school closures on this generation will be severe. 
We can only expect a mitigation of these consequences, not a full recovery, which 
would require a combined effort of various actors at the global, national and local 
level. In the short run, the question is how learners and teachers can reconnect with 
each other and schools, while lockdowns and school remain closed due to the 
COVID-19 pandemic. In the medium run, relaunching national education systems 
would need households’ and communities’ participation and commitment to take 
children away from the streets, metaphorically, and back to schools. This will be 
particularly difficult during an economic crisis, when poor households desperate 
need to make a living. The efforts of schools are bound to be enormous, as several 
international organizations already claim, because the pandemic has affected learn-
ers at all levels: psychological, cognitive, social, content knowledge and education 
quality. To adjust the education systems to the “new normal” requires changes on 
infrastructure, teaching methods, curricular content and others, all of which would 
happen under conditions of stringent resources and when other priorities have 
pushed education out of the top of the list.
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Chapter 10
Indigenous People, Extractive Imperative 
and Covid-19 in the Amazon

Murat Arsel and Lorenzo Pellegrini

Abstract  The challenge posed by Covid-19 for indigenous people of the Amazon 
is formidable. Remoteness and institutional racism compound the obstacles faced 
by the general population of Latin America. However, it would be wrong to assume 
indigenous communities are helpless. They have an extensive repertoire of strate-
gies to respond to external threats that can be conceptualized as part of community 
resilience. At the same time, indigenous resilience has been affected by the presence 
of extractive industries in their territories. Oil extraction, logging, mining and oil 
palm plantations are some of the many extractive processes in the Amazon. We 
discuss indigenous communities’ strategies deployed to counteract Covid-19 and 
the role played by extractive industries. Given the failure of the global community 
to develop, produce and make rapidly and universally available vaccines, the future 
of indigenous people with respect to the pandemic is entangled with broader geopo-
litical dynamics that determine who can access vaccination. In the longer run, the 
resilience of indigenous peoples to external shocks will be contingent on their 
autonomy and especially on the control of their territories.

“We’ve been fighting for our lives for centuries. Our elders taught us how to fight the rubber 
tappers and the oil companies and the loggers. Now we need to protect them from this dis-
ease. If our elders die now, the youth will lose their way and won’t be able to survive against 
all of the threats” (Anderson 2020).

10.1  �Introduction

The Covid-19 pandemic poses a formidable challenge for indigenous peoples of 
Latin America, in the Amazon and beyond. For Latin America as a region, through-
out the pandemic, varying levels of contagion have met health services of uneven 
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quality that at times have been overwhelmed.1 In the region, indigenous people face 
compounding challenges associated with the lack of availability of health services 
in remote locations and with entrenched racism (Goha et al., 2021; Orta-Martínez & 
Finer, 2010). Moreover, indigenous people already suffer from disproportionally 
high levels of (extreme) poverty, experience a higher burden of disease and are 
exposed to intergenerational epigenetic stressors that increase morbidity and mor-
tality rates (Curtice & Choo, 2020; Kaplan et al., 2020). At the same time, there are 
political economy dynamics that, while many economic activities went into lock-
down and experienced blockages, allowed the continuing operation of extractive 
industries (OECD, 2020). These industries have effectively added the spread of 
Covid-19 to the list of socio-environmental impacts that the extractives produce in 
the Amazon (Menton et al., 2021; O’Callaghan-Gordo et al., 2016; O’Rourke & 
Connolly, 2003; Orta-Martínez et al., 2018; Pellegrini & Arsel, 2018). The disease’s 
impacts on indigenous communities are likely to be particularly severe but it would 
be erroneous to assume that they are helpless victims. They can rely on ancestral 
practices and have developed extensive knowledges, tools and strategies that can 
strengthen resilience vis-à-vis the pandemic.

In this chapter, we discuss the existing vulnerabilities of indigenous people to 
Covid-19 within a broader historical context before highlighting key aspects of their 
resilience embodied in concrete strategies employed to limit the spread of Covid-19 
and deal with its consequences. We then explore the role played by extractive indus-
tries in the spread of the pandemic. Finally, we look at the prospects offered by 
vaccination for indigenous people and reflect on the possibility of their securing 
meaningful autonomy within their territories.

10.2  �Covid-19, Vulnerability and Resilience

The vulnerability of indigenous people to Covid-19 is shaped and compounded by 
their already existing marginalization. While these conditions have their roots in the 
colonial encounter centuries ago, the specific shape of coloniality and its associated 
dynamics of racism and socio-economic marginalization have changed over time 
(Galeano, 1973). This section discusses these with specific reference to Ecuador’s 
Amazonian indigenous communities, whose experience shows similarities with 
indigenous communities of the rest of the Amazon Basin.

For much of colonial and independence-era, the Ecuadorian Amazon experi-
enced neglect from the state. This was due partly to geographical isolation from 
urban centres and political power. More important, however, were the ways in which 
Ecuadorian elites looked down on indigeneity through thinly disguised racism, see-
ing them at best as noble savages and at worse as members of a backward and 
stagnant culture in need of civilizing (Radcliffe & Westwood, 1996). As such, 

1 See, Healthcare Access and Quality Index (2021).
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beyond being seen and defended as part of Ecuadorian territorial space (in episodic 
border wars with Peru), the Amazonian provinces and their indigenous inhabitants 
had until recently received scant attention from the continuing Ecuadorian state-
building project (Sawyer, 2004).

To the extent that Amazonian indigenous communities had a sustained relation-
ship with external actors, these had until the 1950s primarily been Christian mis-
sionaries. While there exists considerable variation amongst different missionary 
organizations (with the Summer Linguistic Institute marking the nadir of indige-
nous people’s experience with them), missionaries’ view of indigenous culture cov-
ered a similar spectrum as that of Ecuadorian elites (Kimerling, 2013). From 1950s 
onwards, however, the role of missionaries took an added significance as they were 
instrumental in ‘opening up’ the Ecuadorian Amazon as newly discovered oil 
reserved necessitated secure and continuous access, not only by the state but also by 
multinational corporations (Finer et al., 2009). The in-roads made by missionaries 
paved the way towards the exploitation of oil and brought with it not only in-
migration but also sustained interest from the state itself. This attention was neces-
sary to facilitate and expand the operation of the oil industry carried out primarily 
by European and North American corporations until recently, when Chinese state-
owned ones came to play a major role (Fernandez Jilberto & Hogenboom, 2010). It 
served also to secure (limited) consent from indigenous communities as well as the 
colonos (literally, colonizers) who moved to the area attracted either by employ-
ment prospects in the oil sector or to open up agricultural land by occupying and 
clearing the ancestral land of indigenous communities (Mena et al., 2006).

The legacy of these processes come together in Ecuadorian Amazon’s ongoing 
centrality in national oil economy, resulting in a set of interlocking dimensions of 
vulnerability rooted in the severe limitation of indigenous territorial control. On the 
one hand, indigenous communities of the region lost both usage rights of part of 
their territories (especially to colonos, who settle on and clear indigenous land to 
pursue agricultural production). On the other, they also lost their control of access 
as the state – who owns all underground resources – gave permission to oil compa-
nies to operate in indigenous territories. The arrival of both colonos and oil workers 
in indigenous territories consequently changed the character of the population in the 
region, creating urban centres who came to dominate it politically, economically 
and culturally. In terms of the latter, the increasing necessity of indigenous people 
to interact with outsiders has had a negative effect on their ability to maintain their 
cultural practices and transmit them to future generations. To the extent that the oil 
economy and growing urbanization in the region brought with it state institutions, 
indigenous people have scarcely benefited. Their access to basic infrastructure (e.g. 
clean water) and basic social services (especially schools and medical facilities) 
remain woefully inadequate. Urbanization, expansion of the agrarian frontier and 
the continuing encroachment of oil extraction only serve to exacerbate these 
vulnerabilities.

Facing the pandemic, indigenous people can rely on and renew a repertoire of 
knowledge and practices that have defined their resilience on the face of continued 
socio-economic and cultural marginalization shaped by colonization and racism 
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(Athayde et al., 2017). We follow the classic definition of resilience: “the persis-
tence of systems and of their ability to absorb change and disturbance and still 
maintain the same relationships between populations or state variables” (Holling, 
1973, p. 14) and realize that while resilience is uneven across communities, the very 
existence of indigenous communities is in itself a manifestation of resilience. It is 
also important to recognize that resilience can often serve as an excuse not to attend 
to the task of dismantling the underlying political economic dynamics of marginal-
ization that call for resilience in the first place.

Resilience-enhancing strategies vis-à-vis Covid-19  in Northern Ecuadorian 
Amazon can be understood in three interrelated dimensions: access, health and sup-
port. The first describes the ability and willingness of communities to regulate 
human movement (e.g. workers in extractive sector; poachers, etc.) within indige-
nous territory. Indigenous people have been actively following strategies widely 
adopted across various scales globally and known to be effective, namely lock-
downs, limits to travel and access to strangers and in general attempts to decrease 
contact within and outside communities (Kaplan et al., 2020). They have also been 
promoting food self-sufficiency and decreased reliance on markets. Since they lack 
formal political sovereignty over their territories, the implementation of such mea-
sures have been partial at best. This is because communities can exercise control 
over their own members’ movement and behaviour (with some completely forbid-
ding their members from traveling and working outside their territory) but have lit-
tle sway over those of outsiders, especially those working in the extractive sector. 
The second dimension, health, describes indigenous communities’ ability to (re)
develop and deploy ‘traditional medicine’ to improve community health. This has 
mainly meant the adaption and use of traditional medicine to prevent and treat 
Covid-19 infections. While these attempts are highly original and likely to be prom-
ising given the depth of indigenous knowledge of tropical medicinal plants, the 
epidemiological evidence on their effectiveness is scant at best (Walters et  al., 
2021). Whereas the first two aspects of resilience leverage indigenous peoples’ own 
resources and capabilities, the third leverages their ability to mobilize ‘external’ 
support, which in this case can be found in national, regional and international bod-
ies. More specifically, indigenous people can access (financial) resources, scientific 
knowledge and (medical) supplies from a variety of national, regional and interna-
tional bodies such as ministries, NGOs and intergovernmental organizations.

10.3  �Extractive Industries, Vulnerability and Resilience

As the above discussion already suggests, the exposure to Covid-19 and the capabil-
ity of indigenous communities to deploy strategies enhancing resilience are, in part, 
shaped by exposure to extractive industries, defined broadly to include the extrac-
tion of hydrocarbons and minerals as well as agro-ecological commodities such as 
timber and oil palm. It has been argued that natural resource abundance acts as a 
curse on socio-economic development outcomes (Alfonzo, 2016; Papyrakis & 
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Pellegrini, 2019; Uslar Pietri, 1936). While the ‘resource curse’ is an established, if 
qualified, phenomenon at the national level, its manifestations at the local level have 
not been investigated extensively and are likely to be more complex (Arsel et al., 
2019). Furthermore, the impact of resource extraction on health outcomes, espe-
cially for indigenous communities, remains poorly understood but mounting evi-
dence suggests that the environmental liabilities associated with extractive industries 
pose substantial health risks for local communities and especially for those, like 
indigenous people, who rely proportionally more on the local environment for their 
livelihoods.

The impact of extractive industries by facilitating the spread of communicable 
diseases is well established and the Covid-19 pandemic is the latest reiteration of a 
common dynamic. The Yanomami in Brazil are an example of the gold mining 
induced spread of the virus to remote populations (Fellows et al., 2020; Menton 
et al., 2021). The dynamic is common in the Amazon since the region coincides 
with various types of (largescale and artisanal) metallic mining and hydrocarbons, 
that are often illegally extracted and always poorly regulated.

The local impact of extractive industries can be expected on each of the resilience-
enhancing strategies. In terms of access, extractive industries operate mostly with 
non-indigenous personnel and limit the capability of indigenous people to control 
movement in their territories. In terms of health: extractive industries are one of the 
causes of urbanization and the spread of the market economy, which disrupts the 
maintenance and intergenerational transmission of traditional knowledge. They also 
often result in deforestation, which in turn affects biodiversity, diminishing access 
to biota sources of traditional medicine. In terms of support, extractive activities 
have historically led to conflicts between (sub)national governments and the com-
munities. These conflicts can have a negative impact on indigenous communities 
and on their capability to organize and access external actors especially if state poli-
cies turn repressive. However, mobilization against extractive processes can also 
increase community cohesion and organizational capacity that can be then deployed 
for several purposes. Moreover, companies themselves might facilitate and contrib-
ute to the operations of some external actors, such as public health services, or 
provide care themselves as part of corporate social responsibility projects. Thus, 
extractive companies can leverage the weakness of the state to become the sole 
provider of basic services.

10.4  �Vaccine Capitalism, Nationalism and Geopolitics

The marginalization of indigenous communities is unlikely to be corrected in the 
short- and mid-term, not only because there exists limited political will across the 
region but also because doing so would require enacting long-term transforma-
tions of economic, political and cultural structures. In the meantime, therefore, a 
short-term solution that can help defend indigenous communities from a Covid-19 
triggered genocide as argued by Carlos Nobre from the Brazilian Academy of 
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Sciences (Harris & Schipani, 2020) can be found in widespread and timely 
vaccination.

However, existing global dynamics in vaccine production and distribution are 
major barriers to the vaccination of indigenous people. On the one hand, a ‘vaccine 
nationalism’ has emerged around the world and the Trumpian slogan ‘America first’ 
resonates in the race to secure a large share of the limited existing supply especially 
by rich countries and regional blocks such as the European Union. In this context, 
and given the current failure of hegemonic blocks to provide for the global good, the 
competition and hope comes from the polycentric geopolitical moment. In particu-
lar, China and Russia too have developed their own vaccines and seem more willing 
to share doses with the global South.

On the other hand, ‘vaccine capitalism’ made it possible for pharmaceutical 
companies to receive substantial public funds for the development of the vaccines, 
while retaining patents and future profit streams in private hands. The elephant in 
the room of vaccine capitalism remains the scarcity of vaccines and the unwilling-
ness of countries to use existing WTO Trade Related Intellectual Property Rights 
(TRIPS) rules that allow for the suspension of patents on the basis of security excep-
tions (Abbott, 2020), or change the rules to accommodate also the sharing of pro-
duction technologies (Abbott & Reichman, 2020; Wolfe, 2020).

Of particular importance for Latin America is the potential of the vaccines devel-
oped in Cuba and have been nicknamed ‘vaccines for the Global South’ (Yaffe, 
2021). As of the end of March 2021, Cuba is the only country in Latin America 
where vaccines have been developed; moreover, out of the 23 vaccines that have 
reached phase III clinical trials globally, two are produced by the fully state-owned 
Cuban biotech industry. The announced strategy for the Cuban vaccines is to focus 
on the provision and production of vaccines with and for the global South, a silver 
lining for Latin American countries that are lagging behind in terms of vaccinations. 
Coming back to indigenous people in particular, even if and when countries were to 
secure a sufficient supply of vaccines, the combination of objective difficulties 
related to remote locations and structural discrimination will most likely represent 
further challenges to vaccines roll-out.

10.5  �The Extractive Imperative

In the longer term, the safety of indigenous communities  – both in the face of 
Covid-19 and other future pandemics – cannot be guaranteed unless they exercise 
meaningful control over their territories. Without such control, the three aspects of 
resilience we have discussed above cannot be effectively deployed. The single big-
gest impediment to the realization of this control is the ‘extractive imperative’ 
rooted in the prevailing development model and political economy structures (Arsel 
et al., 2016; Pellegrini, 2018).

The extractive imperative is the result of the deep-seated belief in not just the 
necessity but also the unavoidability of continuously deepening extractive processes 
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to achieve national development. While many policy makers across Latin America 
do acknowledge the historical and even contemporary ill effects of the dependence 
of national economies on primary commodity exports, they also believe that tran-
scending the uneven development patterns that emerge from a dependence on 
extractives can only be possible by going further into extractivism rather than aban-
doning it in the short term (Arsel, 2012). For some, as has been argued in Ecuador, 
intensified extractivism is a prerequisite to transition towards post-extractivism, 
where growth can leverage on indigenous knowledge and natural wealth by building 
a vibrant biotechnology sector that can develop high-value added products such as 
pharmaceuticals (Menon, 2020). For others, as exemplified by the policies of the 
recently elected Bolivian President Luis Arce, the solution is not to build a post-
extractive economy. Rather their preferred solution is to ‘industrialize natural 
resources’ – for e.g. instead of merely exporting lithium, Bolivia aims in the long 
term to produce electric automobiles – so as to capture a much larger (and fairer) 
share of the global value chain (Perreault, 2020). Either way, national development 
strategies in most of Latin America – even when controlled by progressive leaders – 
embody the teleological primacy of extractive processes. The resulting extractive 
imperative implies that extractive operations must continue and expand under any 
circumstances, which currently applies also to the pandemic that has otherwise 
altered and limited many economic activities.

Suffering from the vice-like grip of extractivism, indigenous peoples whose ter-
ritories are rich with the resources coveted by national governments have had lim-
ited success in opposing the encroachment of extractive processes into their 
territories. This is not only because their existing constitutional rights are often vio-
lated with impunity by national governments and corporations. Even when indige-
nous movements escalate their demands by engaging in open conflict they are 
overpowered by national military forces (as was the case in Dayuma, Ecuador 
(Pellegrini & Arsel, 2018) or Tipnis, Bolivia (Fabricant & Postero, 2015)) or sub-
jected to punitive actions by corporations (as was the case in Andoas, Peru, see 
Orta-Martínez et al., 2018).

10.6  �Conclusions

Looking forward, it is possible to identify a short-term solution to this particular 
pandemic and a longer-term one that would reduce indigenous people’s vulnerabil-
ity to and resilience against external shocks –including other pandemics that are 
likely to emerge in the future (Burton & Topol, 2021). The short-term sustainable 
solution to the pandemic depends on the local and global availability of effective 
vaccines. The challenge is both national and local, since Latin America has not been 
able to access the global vaccine market that is highly lopsided in favour of high 
income countries. Latin America, with the notable exception of Chile, had a very 
slow start with the roll-out of the vaccine, an outcome of the toxic compounding 
forces of vaccine nationalism and vaccine capitalism (Kirby, 2021; Prabhala et al., 
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2020). Geopolitical competition might ameliorate the combined failure and South-
South cooperation might make vaccine available sooner than the global market 
would allow – in particular vaccines from China, Russia and Cuba. Still, extensive 
vaccine coverage of indigenous people, if compared to the general population, will 
face the additional challenges that marked also the public health approach to the 
Coronavirus spread and indigenous people will most likely be disadvantaged 
because of remoteness and discrimination.

In the longer term, it is necessary to recognize indigenous peoples’ rightful 
claims on their ancestral territories so as to strengthen their power against external 
actors, be they nation-states or corporations. Without effective control over their 
territories, indigenous people will remain vulnerable to external threats such as 
Covid-19. Continued and intensified penetration of extractive dynamics, the ongo-
ing extractive imperative, also serve to undermine their resilience which include their 
ability to control access to their territories, adapt and deploy their own medicinal 
knowledge and mobilize external support where necessary.

References

Abbott, F. M. (2020). The TRIPS agreement article 73. Security exceptions and the COVID-19 
pandemic (Research paper 116). South Centre.

Abbott, F. M., & Reichman, J. H. (2020). Facilitating access to cross-border supplies of patented 
pharmaceuticals: The case of the COVID-19 pandemic. Journal of International Economic 
Law, 23(3), 535–561. https://doi.org/10/gjgnmg

Alfonzo, J. P. P. (2016). Hundiéndonos en el excremento del diablo. Año 4/No 7/Enero-Junio/2016, 
1950(1960), 1970.

Arsel, M. (2012). Between ‘Marx and markets’? The state, the ‘left turn’and nature in Ecuador. 
Tijdschrift voor Economische en Sociale Geografie, 103(2), 150–163.

Arsel, M., Hogenboom, B., & Pellegrini, L. (2016). The extractive imperative in Latin America. 
The Extractive Industries and Society, 3, 880–887.

Arsel, M., Pellegrini, L., & Mena, C. (2019). Maria’s paradox and the misery of missing develop-
ment alternatives in the Ecuadorian Amazon. In P. Shaffer, R. Kanbur, & R. Sandbrook (Eds.), 
Immiserizing growth: When growth fails the poor (pp.  203–225). Oxford University Press. 
https://doi.org/10.1093/oso/9780198832317.001.0001

Athayde, S., Silva-Lugo, J., Schmink, M., & Heckenberger, M. (2017). The same, but different: 
Indigenous knowledge retention, erosion, and innovation in the Brazilian Amazon. Human 
Ecology, 45(4), 533–544. https://doi.org/10/gbtt9d

Burton, D. R., & Topol, E. J. (2021). Variant-proof vaccines – Invest now for the next pandemic. 
Nature, 590(7846), 386–388.

Curtice, K., & Choo, E. (2020). Indigenous populations: Left behind in the COVID-19 response. 
The Lancet, 395(10239), 1753. https://doi.org/10/gjhc28

Fabricant, N., & Postero, N. (2015). Sacrificing indigenous bodies and lands: The political–eco-
nomic history of lowland Bolivia in light of the recent TIPNIS debate. The Journal of Latin 
American and Caribbean Anthropology, 20(3), 452–474.

Fellows, M., Paye, V., Alencar, A., Castro, I., Coelho, M. E., & Moutinho, P. (2020). They are not 
numbers. They are lives! COVID-19 threatens indigenous peoples in the Brazilian Amazon. 
Amazon Environmental Research Institute. Available at: https://ipam.org.br/wp-content/
uploads/2020/06/NT-covid-indi%CC%81genas-amazo%CC%82nia.pdf. Accessed on 12 
Feb 2021

M. Arsel and L. Pellegrini

https://doi.org/10/gjgnmg
https://doi.org/10.1093/oso/9780198832317.001.0001
https://doi.org/10/gbtt9d
https://doi.org/10/gjhc28
https://ipam.org.br/wp-content/uploads/2020/06/NT-covid-indígenas-amazônia.pdf
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Chapter 11
Covid-19 and Climate Change

Agni Kalfagianni and Elissaios Papyrakis 

Abstract  The Covid-19 outbreak generated an unprecedented drop in global CO2 
emissions as a result of economic disruption and reduced demand for electricity and 
transportation. Similar to the 2008–9 global financial crisis, several scholars have 
put forward ideas for a Green New Deal and coordinated green fiscal stimulus that 
can simultaneously reduce economic hardship (especially for the most vulnerable 
segments of our societies) and address climate change concerns. During a global 
health and economic crisis of such proportions, there is a heightened risk that 
financing of low-carbon investment can fall victim to future budget cuts and reduced 
international aid. In addition, carbon-intensive travel, trade and tourism jointly con-
tribute to both global warming and the rapid spread of pathogens across borders - 
forced behavioural changes (as a result of Covid-19 mobility and social contact 
restrictions) offer a unique opportunity for reflection of our unsustainable lifestyles.

11.1  �Introduction

While no countries have been immune to either the COVID-19 pandemic or the 
unfolding climate change crisis, it is common knowledge that it is the poorest coun-
tries and communities that are most exposed to such impacts (Gerard et al., 2020; 
Oldekop et  al., 2020). Lack of institutional preparedness and budget constraints, 
inadequate infrastructure and limited access to information and public resources 
constitute a toxic mix that amplifies vulnerability to these global shocks (van der 
Hoeven & Vos, 2021). This vulnerability extends beyond impoverished local 
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communities in the developing world, which may have limited access to clean water 
or medical services in case of sickness (see also Mukhtarov et  al., 2021). Even 
within wealthier economies, the impact is not felt equally across all segments of the 
population – low income households, marginalised ethnic communities, refugees, 
the elderly, those suffering from chronic illnesses and morbid obesity, all find them-
selves at increased risk (Tai et al., 2020; Wang & Tang, 2020). Sociodemographic 
inequalities in exposure to the Covid-19 pandemic (but also to extreme weather) 
reproduce, to a large extent, existing inequalities (both within and across countries) 
in income, assets, political representation and access to public services (Murshed, 
2021). Although the Covid-19 pandemic has somewhat deflected interest away from 
climate change issues, it is important that scholarly and policy debates on both 
issues feed into each other rather than evolve in isolation.

This chapter aims at highlighting how interwoven the two debates on Covid-19 
and climate change are. It first discusses how the pandemic helped curb emissions 
in 2020 and speculates on a quick rebound as the global economy gradually recov-
ers. It then proceeds to discuss common features of both the climate change crisis 
and the coronavirus pandemic, especially regarding their mutual driving forces and 
past causes. Then, the focus shifts on policy responses that can both confront cli-
mate change, as well as assist in the post-Covd-19 recovery. Last, there is a critical 
reflection on how forced behavioural changes (as a result of Covid-19 mobility and 
social contact restrictions) may offer a unique opportunity for reflection of our 
unsustainable lifestyles (and possibly induce a more sustained change in our habits 
and preferences).

11.2  �Covid-19 and the Science of Climate change (Current 
and Future Projections of CO2 Emissions)

One of the few positive side-effects of the pandemic has been the drastic decline in 
global carbon emissions as a result of the economic downturn, drop in energy 
demand, repeated lockdowns in affected economies and restrictions in mobility. Air 
quality, especially in urban areas, also improved due to Covid-19 restrictions and its 
economic impacts (e.g. see Ming et al., 2020 for China; Singh & Chauhan, 2020 for 
India; Stratoulias & Nuthammachot, 2020 for Thailand). While initial predictions 
pointed to a potentially larger drop in carbon emissions (close to 8% globally, see 
Dafnomilis et  al., 2020), the (subdued) economic recovery of the second half of 
2020 led emissions to somewhat bounce back (with an overall dip close to 6%, see 
Tollefson, 2021).

The analysis by Dafnomilis et  al. (2020) provides medium-term estimates of 
carbon emissions up to 2030. They estimate that a prolonged economic downturn 
can lead to a 7% drop in carbon emissions by 2030 against the pre-Covid earlier 
forecasts. However, a number of ‘rebound effects’ can potentially quickly wipe out 
any initial reductions in carbon emissions – this can be in the form of increased car 
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use instead of public transport as a precaution against Covid-19 infection, an oil and 
coal bounce back as a result of lower fossil fuel price and/or increased demand in 
the aviation sector as travel restrictions gradually ease. In this latter pessimistic 
scenario, any initial reduction in carbon emissions will be fully offset by 2025. 
Naturally, the evolution of carbon emissions will also depend on the recovery mea-
sures adopted by governments around the world and their commitment to combine 
economic stimulus with carbon abatement. Smith et al. (2021) present even more 
pessimistic projections based on alternative IMF World Economic Outlook fore-
casts and simulations of fossil fuel prices and quantities; especially due to strong 
expected growth in developing economies, they predict carbon emissions to exceed 
their pre-Covid levels within a two-year period.

Li and Li (2021) also speculate that the initial drop in carbon emissions is likely 
to be of a rather temporary nature. They show how earlier economic shocks (e.g. the 
first oil crisis in 1973, the collapse of the USSR, the 1997 Asian financial crisis and 
the 2007–8 global financial crisis) all led to temporary carbon reductions with sub-
sequent rebounds shortly after. This was largely due to economic recovery plans 
prioritising employment and income creation with little emphasis placed on energy 
efficiency and environmental quality.

11.3  �Similarities Between the Covid-19 and the Climate 
Change Crises

A number of articles point out the similarities between the Covid-19 and climate 
change crises. Heyd (2020) notes that both appear to be an integral characteristic of 
the Anthropocene, a new geological epoch whose central attribute is the visible 
human impact on the entire planet. Although Covid-19 has a local natural origin, 
both climate change and Covid-19 are anthropogenically mediated, amplified and 
transmitted across the globe, while both can be proven fatal when reaching vulner-
able populations. In this context, commentators note broader similar driving forces 
and past common causes, such as urbanisation, dense transportation networks, and 
deforestation which increases contact with species and spread of pathogens 
(C-Change, Harvard 2021, website).

Others point out more to the microeconomic foundations of both crises. For 
example, Fuentes et al. (2020) argue that Covid-19 and climate change alike, involve 
an overprovision of a global public bad. In their explanation, the Covid-19 pan-
demic has this characteristic because it is not excludable since it is highly conta-
gious, and non-rival given that becoming infected with the virus does not prevent 
other people from also becoming infected. Similarly, climate change is a global 
public bad because it does not exclude people or countries from suffering its adverse 
consequences, such as extreme weather. Moreover, both Covid-19 and climate 
change are characterised by externalities whose correction comes at very high eco-
nomic and social costs (see also Klenert et al., 2020). In the former case, high rates 
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of infection can lead health systems to collapse which also prevents sick people 
from receiving treatment. In the latter case, greenhouse gas (GHG) emissions 
remain in the atmosphere for very long periods, sometimes thousands of years, so 
both present and future generations are impacted and have to pay the price. Finally, 
both Covid-19 and climate change seem to be characterised by information asym-
metries which can lead to sub-optimal courses of action.

Further, both Covid-19 and climate change threats tend to accrue to economi-
cally weak and marginalised collectivities and individuals (Heyd, 2020; see also the 
corresponding chapters on migration, inequality and the informal economy in this 
book). In the case of Covid-19, poverty, race and status (e.g. indigenous communi-
ties) seem to play a determining role both in getting infected as well as recovering. 
Likewise, in the case of climate change, droughts, floods, heat waves, sea level rise 
and ocean acidification will cause important disruptions to all but primarily affect 
the poor and vulnerable. Both crises, then, are not only physical but deeply political, 
tightly related to questions of inequality and global and local power asymmetries.

Despite these similarities, however, some scholars note that Covid-19 and cli-
mate change are also different. The key difference lies in that, while the Covd19 
pandemic is likely to be temporary, climate change is irreversible (Gemmene & 
Depoux, 2020). In turn, this will influence how human societies will and need to 
respond to these crises in the longer term, a point that we turn to next.

11.4  �Policy Responses that Confront Both Climate Change 
and Assist in the Post-Covid-19 Economic Recovery

The Covid-19 outbreak generated an unprecedented drop in global CO2 emissions 
as a result of economic disruption and reduced demand for electricity and transpor-
tation. Similar to the 2008–9 global financial crisis, several scholars have put for-
ward ideas for a Green New Deal and coordinated green fiscal stimulus that can 
simultaneously reduce economic hardship, especially for the most vulnerable seg-
ments of our societies, and address climate change concerns (Engström et al., 2020).

Accordingly, for some analysts, the current moment in time presents a unique 
opportunity to transition to a sustainable post-Covid-19 world, which will require 
coordinated responses by policy-makers, business and civil society alike 
(Rosenbloom & Markard, 2020). Yet, these scholars also remind us that this oppor-
tunity will not magically materialise. Previous experiences, such as the 2008 global 
financial crisis, teach us that political responses tend to focus more on stabilising the 
status quo in terms of industries, technologies and practices, rather than seizing the 
opportunity for sustainable transformations. To realise the latter, attention would 
need to be placed on promoting new infrastructure and business models through tax 
credits and similar measures, as well as harness the disruption caused by Covid-19 
to accelerate the decline of carbon-intensive industries, technologies, and practices.
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Concerns about the current framing of the New Green Deal are also raised. The 
European New Green Deal, for instance, is presented as ‘a new growth strategy’ 
which for some analysts is problematic (Bogojevic, 2020). These analysts point out 
that while public debt is a major concern in the wake of the pandemic, it is not 
entirely clear how environmental protection more broadly and climate change more 
specifically feature in this debate. While both Covid-19 and climate change require 
fiscal stimuli, any recovery that focuses strictly on fixing the market will be inade-
quate in the long run. Similar to the concerns raised previously, it would be a lost 
opportunity if the petrochemical industry would be rescued in the road for economic 
recovery, as the banking sector was rescued in the 2008 crisis. Similarly, questions 
are raised about rescuing the aviation and maritime industry, which are big GHG 
emitters and were hit very hard by the pandemic. Adopting a “growth” rhetoric risks 
falling into these traps, despite the simultaneous attention to a “just and inclusive” 
transition by the European Commission.

In this context, scholars note that the character of the recovery packages will 
either entrench further or displace (even partly) the current fossil fuel intensive eco-
nomic system (Hepburn et al., 2020). They identify five policies with the potential 
to have a simultaneous effect on both economic and climate change impact metrics: 
clean physical infrastructure, building efficiency retrofits, investment in education 
and training, natural capital investment, and clean R&D. They argue that, especially 
in low and middle-income countries, rural support spending replaces clean R&D in 
terms of importance. The authors reiterate that unless we set the global economy on 
a net-zero emissions pathway we will be further locked into the fossil fuel system 
from which it will become increasingly difficult to escape and with disastrous 
consequences.

To achieve this goal, the need for ample financing to combat climate change with 
a force similar to that of the pandemic is underlined by Herrero and Thornton 
(2020). These authors note that, as governments were able to raise US$8 trillion to 
combat the spread and effects of Covid-19, they should also be able to find funds of 
similar magnitude in the coming decades both in order to mitigate climate change 
but also to address its adverse effects on the livelihoods of highly susceptible people 
in low and middle income countries. The authors reiterate that, unless we treat cli-
mate change with the same urgency as Covid-19, we risk disruptions of incalculable 
magnitude.

Yet, Klenert et al. (2020) argue that climate change mitigation is a much harder 
challenge for economic policy-making because it requires deep and lasting transfor-
mations of the global economy and not only temporary measures. While most mea-
sures introduced to counter the pandemic can be lifted once this danger is over, this 
is not the case with climate change. The latter transformations need to occur long 
before climate change reaches catastrophic and irreversible dimensions. As many of 
the climate change effects will be faced by future generations or in distant foreign 
locations, however, present day politics are very slow to react.

The increasing public debt as a result of the Covid-19 crisis may even contribute 
to reduced interest in green climate change mitigating investment. Commentators 
note that the proposed €750 billion package by the European Union and the US$2.3 
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trillion package by the United States Federal Reserve for the economy are geared 
primarily for increasing aggregate demand for energy, transport and agricultural 
products with heighted pressure on natural resources and the environment (Helm, 
2020). Investing in healthcare and fibre communication infrastructures may have 
higher economic and political priority in relation to green investments in the post-
pandemic world.

Indeed, during a global health and economic crisis of such proportions, there is a 
heightened risk that financing of low-carbon investment can fall victim to future 
budget cuts and reduced international aid. Climate change might be seen as less 
important in relation to economic recovery, which may create a huge setback to cur-
rent efforts to reduce GHG emissions (Ecker et al., 2020). The decline of public 
interest in climate change is also highlighted in the drop of media coverage to cli-
mate change issues in 2020  in favour of Covid-19 as a study in Finland demon-
strates (Lyytimäki et al., 2020). However, the authors of this study also remind us 
that fluctuations in media coverage of climate change are typical and it is likely that 
interest will pick up again in the future, especially around big climate conferences 
and similar high profile events.

Others scholars emphasise that the main political attention should be placed on 
pre-disaster preparedness instead of disaster response, as is currently the case, 
because diseases similar to Covid-19 will very likely appear again in the future 
(Phillips et al., 2020). This means that adequate technical assistance and funding 
needs to be devoted to warning systems and international cooperation on a scale 
commensurate with these global risks. At the same time, technical core capacities 
need to prioritise equitable outcomes and accountability. Given the unequal distri-
bution of risks to poor, vulnerable and marginalised populations by both Covid-19 
and climate change challenges, structural inequalities need to be urgently addressed. 
Universal access to healthcare is proposed here as a key prerequisite for rectifying 
both preventative and acute care, emerging from pandemics and climate-related 
disasters.

Similarly, Newell and Dale (2020) argue for integrated approaches to planning 
and policy, involving holistic perspectives that recognise interrelationships between 
different critical sustainability issues and how certain strategies can achieve multi-
ple co-benefits. They contest the conventional economic approach of centralised 
production which rests on efficiency and economies of scale arguments, while 
decreasing local and national capacities for resilience. Accordingly, they underscore 
the benefits of strategically optimising local production-consumption and global 
supply chains. They urge for a recalibration between local and global production, 
which will have multiple benefits including associated decreases in GHG emissions. 
For such a shift to occur, however, global coordination and cooperation is deemed 
necessary.
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11.5  �Covid-19, Climate Change and Shifts 
in Personal Behaviour

The Covid-19 pandemic generated an abrupt pause to a long-term trend of increased 
carbon-intensive (long-distance) travelling, both for work and pleasure. Most of us 
had to switch to teleworking (as a result of social distancing rules) instead of com-
muting long distances to our office space. In several occasions, customers were 
forced to buy locally and limit prior ‘indulgent consumerism’ based on unnecessary 
‘fun shopping’. These forced behavioural changes provided a unique opportunity to 
reflect on our unsustainable lifestyles and the kind of future economy we wish to 
co-create after the crisis is over (Bodenheimer & Leidenberger, 2020).

Along these lines, there is intense discussion both within academic and corporate 
circles on how the current pandemic can permanently change the way we work. The 
current crisis prompted a rapid switch to a digital economy; most employees (espe-
cially those in the service sector) transitioned by necessity to remote work and vir-
tual conference platforms in order to comply with social distancing regulations. 
However, little attention is often devoted to the digital gap between developing and 
developed economies (and the associated repercussions for employees in low-
income nations that have neither the technical means nor the knowledge to adopt 
teleworking practices). While almost one in two employees can take advantage of 
digital technologies to work from home in advanced economies (with the percent-
age being much higher for certain professions, as in the case of IT technicians, 
administration professionals and legal experts, see Dingel & Neiman, 2020), 
Gottlieb et al. (2020) estimate that less than 10% of the labour force could success-
fully work remotely in developing economies (based on data from Brazil, Costa 
Rica and Peru). So, while a rise in remote working can simultaneously raise labour 
productivity and reduce carbon emissions (by minimising unproductive use of time, 
as a result of carbon-intensive commuting), more public resources and aid need to 
be devoted towards bridging the digital divide both within societies and across 
countries (Aissaoui, 2021; Lai & Widmar, 2021).

Goffman (2020) reflects on how the pandemic can provide a critical re-evaluation 
of our unsustainable living patterns with the emergence of a glocalization process. 
By this, he envisages a global economy that remains interconnected, however, with 
individuals living more locally as a result of increased awareness and sensitivities 
towards common worldwide environmental challenges. Along these lines, prefer-
ences should gradually (but permanently) shift towards the consumption of locally 
produced goods, reduced flying and greater use of public transport; this shift needs 
to be internationally synchronised across the world given the necessity for a coordi-
nated global response to climate change and other global environmental challenges. 
Many individuals are realising (by necessity) how beneficial local walking and 
cycling trips are to one’s mental health and wellbeing, while also rediscovering the 
intrinsic value of their local environmental amenities and surroundings (Dzhambov 
et al., 2020; Xie et al., 2020).
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One may naturally wonder whether such a sustained shift in personal behaviour 
is likely to be wishful thinking. Sheth (2020) claims that consumers do not need to 
revert to bad old habits, once the pandemic is over (in the same way that new tech-
nologies in the past allowed consumers to permanently change preferences and 
enjoy, for instance, sports and entertainment events from the comfort of their home). 
After all, psychological experiments reveal that it only takes approximately 66 days 
for new habits to form and become part of our daily routines (Lally et al., 2010). For 
many consumers, the pandemic has offered them for the first time the opportunity to 
enjoy certain services at home rather than from a distance (e.g. attending religious 
services or conference presentations via live streaming) and it is likely that many 
individuals will permanently embrace this change in habits (see Dein et al., 2020).

The pandemic imposed a rather abrupt change in human behaviour within a very 
short period of time; whether some of these environmentally-friendly changes per-
sist in the future (or not) will depend on how convinced the public will be about 
their long-term necessity. Howarth et al. (2020) emphasise the need for a ‘social 
mandate’ where individuals, firms and the government jointly support a similar set 
of behavioural changes and environmental objectives (e.g. with the help of citizen 
assemblies/conventions that facilitate the convergence of interests across a wide 
range of stakeholders). In this way, behavioural changes will be based on consent 
and informed choices (rather than being superimposed and enforced through gov-
ernment interventions (Smith & Hughes, 2020).

11.6  �Conclusions

Most of us experienced 2020 as the most disruptive year we can recall. At the same 
time, the pandemic response has highlighted how international coordinated action is 
crucial in tackling global crises. Countries had to simultaneously restrict interna-
tional (and even local) mobility to prevent the further spread of the virus; they also 
promptly shared epidemiological knowledge on transmission and control with other 
governments and scientific bodies. Clearly, the international coordination in the 
combat against the pandemic was, by no means, a flawless and frictionless process; 
this is evident from the current international grievances arising due to the delayed 
and unequitable distribution of vaccines.

Viewing climate change as an emerging global crisis will help facilitate the adop-
tion of similar concerted actions internationally (FitzRoy & Papyrakis, 2017). An 
important message that one can draw from the pandemic (and its handling) is that 
we cannot tackle problems that transcend borders (as in the case of global warming) 
without international concerted action. We have multiple success stories on that 
front, such as the drastic drop in global extreme poverty in recent decades, the pro-
tection of the ozone layer and the almost complete elimination of illiteracy in many 
parts of the developing world. International leadership (that involves not only gov-
ernments but also civil society groups and the private sector) can help move the 
climate agenda forward and transform a possible climate disaster into another suc-
cess story.

A. Kalfagianni and E. Papyrakis



155

References

Aissaoui, N. (2021). The digital divide: A literature review and some directions for future research 
in light of COVID-19. Global Knowledge, Memory and Communication. In Press.

Bodenheimer, M., & Leidenberger, J. (2020). COVID-19 as a window of opportunity for sus-
tainability transitions? Narratives and communication strategies beyond the pandemic. 
Sustainability: Science, Practice and Policy, 16(1), 61–66.

Bogojevic, S. (2020). Covid-19, climate change action and the road to green recovery. Journal of 
Environmental Law, 32, 355–359.

Dafnomilis, I., Den Elzen, M., Van Soest, H., Hans, F., Kuramochi, T., & Höhne, N. (2020). 
Exploring the impact of the COVID-19 pandemic on global emission projections. PBL 
Netherlands Environmental Assessment Agency. Available from: www.pbl.nl/en/publications/
exploring-the-impact-of-covid-19-pandemic-on-global-emission-projections. Accessed on 17 
Mar 2020

Dein, S., Loewenthal, K., Lewis, C. A., & Pargament, K. I. (2020). COVID-19, mental health and 
religion: An agenda for future research. Mental Health, Religion and Culture, 23(1), 1–9.

Dingel, J., & Neiman, B. (2020). How many jobs can be done at home? Journal of Public 
Economics, 189, 104235.

Dzhambov, A., Lercher, M., Browning, P., Stoyanov, M. H. E. M., Petrova, D., Novakov, S., & 
Dimitrova, D. D. (2020). Does greenery experienced indoors and outdoors provide an escape 
and support mental health during the COVID-19 quarantine? Environmental Research, 
2020, 110420.

Ecker, U. K. H., Butler, L. H., Cook, J., Hurlstone, M. J., Kurz, T., & Lewandowsky, S. (2020). 
Using the Covid-19 economic crisis to frame climate change as a secondary issue reduces 
mitigation support. Journal of Environmental Psychology, 70, 101464.

Engström, G., Gars, J., Jaakkola, N., Lindahl, T., Spiro, D., & van Benthem, A. A. (2020). What 
policies address both the coronavirus crisis and the climate crisis? Environmental and Resource 
Economics, 76, 789–810.

FitzRoy, F. R., & Papyrakis, E. (2017). An introduction to climate change economics and policy. 
Routledge.

Fuentes, R., Galeotti, M., Lanza, A., & Manzano, B. (2020). Covid-19 and climate change: A tale 
of two global problems. Sustainability, 12(8650), 1–14.

Gemmene, F., & Depoux, A. (2020). What our response to the Covid-19 pandemic tells us of our 
capacity to respond to climate change. Environmental Research Letters, 15, 101002.

Gerard, F., Imbert, C., & Orkin, K. (2020). Social protection response to the COVID-19 cri-
sis: Options for developing countries. Oxford Review of Economic Policy, 36(Supplement), 
S281–S296.

Goffman, E. (2020). In the wake of COVID-19, is glocalization our sustainability future? 
Sustainability: Science, Practice and Policy, 16(1), 48–52.

Gottlieb, C., Jan Grobovŝek, J., Poschke, M., & Saltiel, F. (2020). Working from home in develop-
ing countries. European Economic Review, 133, 103679.

Helm, D. (2020). The environmetal impacts of the Coronavirus. Environmental and Resource 
Economics, 76, 21–38.

Hepburn, C., O’Callaghan, B., Stern, N., Stiglitz, J., & Zenghelis, D. (2020). Will Covid-19 fis-
cal recovery packages accelerate or retard progress on climate change? Oxford Review of 
Economic Policy, 36(S1), 359–381.

Herrero, M., & Thornton, P. (2020). What Covid-19 teaches us about responding to climate 
change? The Lancet, 4, e174.

Heyd, T. (2020). Covid-19 and climate change in the times of the Anthropocene. The Anthropocene 
Review. https://doi.org/10.1177/2053019620961799

Howarth, C., Bryant, P., Corner, A., Fankhauser, S., Gouldson, A., Whitmarsh, L., & Willis, 
R. (2020). Building a social mandate for climate action: Lessons from COVID-19. 
Environmental and Resource Economics, 76, 1107–1115.

11  Covid-19 and Climate Change

http://www.pbl.nl/en/publications/exploring-the-impact-of-covid-19-pandemic-on-global-emission-projections
http://www.pbl.nl/en/publications/exploring-the-impact-of-covid-19-pandemic-on-global-emission-projections
https://doi.org/10.1177/2053019620961799


156

Klenert, D., Funke, F., Mattauch, L., & O’Callaghan, B. (2020). Five lessons from Covid-19 for 
advancing climate change mitigation. Environmental and Resource Economics, 76, 751–778.

Lai, J., & Widmar, N. (2021). Revisiting the digital divide in the Covid-19 era. Applied Economic 
Perspectives and Policy, 43(1), 458–464.

Lally, P., van Jaarsveld, C., Potts, H., & Wardle, J. (2010). How habits are formed: Modelling habit 
formation in the real world. European Journal of Social Psychology, 40(6), 998–1009.

Li, R., & Li, S. (2021). Carbon emission post-coronavirus: Continual decline or rebound? 
Structural Change and Economic Dynamics, 57, 57–67.

Lyytimäki, J., Kangas, H.-L., Mervaala, E., & Vikström, S. (2020). Muted by a crisis? Covid-19 
and the long-term evolution of climate change newspaper coverage. Sustainability, 12, 8575.

Ming, W., Zhou, Z., Ai, H., Bi, H., & Zhong, Y. (2020). COVID-19 and air quality: Evidence from 
China. Emerging Markets Finance and Trade, 56(10), 2422–2442.

Mukhtarov, M., Papyrakis, E., & Rieger, M. (2021). Covid-19 and water. In E. Papyrakis (Ed.), 
Covid-19 and international development. Springer.

Murshed, S.  M. (2021). Consequences of the Covid-19 pandemic for economic inequality. In 
E. Papyrakis (Ed.), Covid-19 and international development. Springer.

Newell, R., & Dale, A. (2020). Covid-19 and climate change: And integrated perspective. Cities & 
Health. https://doi.org/10.1080/23748834.2020.1778844

Oldekop, J. A., Horner, R., Hulme, D., Adhikari, R., Agarwal, B., et al. (2020). COVID-19 and the 
case for global development. World Development, 134, 105044.

Phillips, C. A., Caldas, A., Cleetus, R., Dahl, K. A., Declet-Barreto, J., Licker, R., Delta Merner, 
L., Pablo Ortiz-Partida, P., Phelan, A. L., Spanger-Siegfried, E., Talati, S., Trisos, C. H., & 
Carlson, C.  J. (2020). Compound climate risks in the Covid-19 pandemic. Nature Climate 
Change, 10, 586–598.

Rosenbloom, D., & Markard, J. (2020). A Covid-19 recovery for climate. Science, 368(6490), 447.
Sheth, J. (2020). Impact of Covid-19 on consumer behavior: Will the old habits return or die? 

Journal of Business Research, 117, 280–283.
Singh, R. P., & Chauhan, A. (2020). Impact of lockdown on air quality in India during COVID-19 

pandemic. Air Quality, Atmosphere and Health, 13, 921–928.
Smith, G., & Hughes, T. (2020). Why participation and deliberation are vital to the COVID-19 

response. Available at: www.involve.org.uk/resources/blog/opinion/why-participation-and-
deliberation-are-vital-covid-19-response. Accessed on 25 Mar 2021.

Smith, L. V., Tarui, N., & Yamagata, T. (2021). Assessing the impact of COVID-19 on global fossil 
fuel consumption and CO2 emissions. Energy Economics, 97, 105170.

Stratoulias, D., & Nuthammachot, N. (2020). Air quality development during the COVID-19 
pandemic over a medium-sized urban area in Thailand. Science of the Total Environment, 
746, 141320.

Tai, D. B. G., Shah, A., Doubeni, C. A., Sia, I. G., & Wieland, M. L. (2020). The disproportionate 
impact of COVID-19 on racial and ethnic minorities in the United States. Clinical Infectious 
Diseases, 72(4), 703–706.

Tollefson, J. (2021). COVID curbed carbon emissions in 2020  – But not by much. Nature, 
589(7842), 343.

van der Hoeven, R., & Vos, R. (2021). Reforming the international financial and fiscal system for 
better COVID-19 and post-pandemic crisis responsiveness. In E. Papyrakis (Ed.), Covid-19 
and international development. Springer.

Wang, Z., & Tang, K. (2020). Combating COVID-19: Health equity matters. Nature Medicine, 
26, 458.

Xie, J., Luo, S., Furuya, K., & Sun, D. (2020). Urban parks as green buffers during the COVID-19 
pandemic. Sustainability, 12, 6751.

A. Kalfagianni and E. Papyrakis

https://doi.org/10.1080/23748834.2020.1778844
http://www.involve.org.uk/resources/blog/opinion/why-participation-and-deliberation-are-vital-covid-19-response
http://www.involve.org.uk/resources/blog/opinion/why-participation-and-deliberation-are-vital-covid-19-response


157© The Author(s), under exclusive license to Springer Nature 
Switzerland AG 2022
E. Papyrakis (ed.), COVID-19 and International Development, 
https://doi.org/10.1007/978-3-030-82339-9_12

Chapter 12
Covid-19 and Water

Farhad Mukhtarov, Elissaios Papyrakis , and Matthias Rieger

Abstract  The Covid-19 outbreak exerts additional pressure on the global water 
sector, which is already under much strain as a result of climate change, fast expand-
ing populations, aging and inadequate infrastructure and ill-planned urbanisation 
(especially in many parts of the developing world). Prolonged water scarcity has 
also enhanced food import dependencies in arid places and, hence, heightened food 
insecurity in periods of trade disruption (as in the current Covid-19 worldwide 
recession). The pandemic will likely have a lasting influence on behaviours, policies 
and research in the Water, Sanitation and Hygiene sector and beyond.

12.1  �Introduction

The Covid-19 pandemic has exacerbated many challenges that were already present 
and prominent especially in many parts of the developing world (although not 
exclusively). Limited access to piped water supply has been a chronic concern in 
many arid environments (and fast-expanding urban centres), which hinders hand 
hygiene and protection against infectious diseases. While climatic conditions and 
population dynamics contribute to such water scarcities, poor governance has been 
recognised as the key driver of failures in the water supply and sanitation sector. 
Various campaigns and initiatives since the outset of the pandemic have aimed at 
raising awareness of the importance of access to clean water and sanitation, as well 
as providing water containers and hygiene kits to vulnerable communities. This has 
been particularly important for low-income households, crowded slums and refugee 
camps where the probability of infection and the capacity to treat it remain particu-
larly high. The pandemic and limited access to water can lock vulnerable individu-
als in a reinforcing vicious circle, where water scarcity leads to higher infection 
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rates, poor health, constrained abilities to earn income and a further reduced afford-
ability of water services.

The chapter aims at highlighting how interwoven Covid-19 and water issues are. 
It first provides a discussion on broader (short and long term) water security chal-
lenges and how these are likely to be amplified by the ongoing pandemic. It then 
proceeds to discuss how a combination of poor water governance, worsening cli-
matic conditions, increased financialisation of the sector, growing populations and 
neglect of domestic agriculture have led to rising food-import dependency in many 
parts of the world. It then reflects on how the pandemic (with its extraordinary dis-
ruption to international agricultural supply chains) heightens risks of food short-
ages. Next, the chapter moves to discuss necessary macroeconomic policies and 
interventions for the water sector in times of crisis, when it is likely to experience 
diversion of funds from investment in water-related projects. Naturally, responsibil-
ity also lies with each person individually. For this reason, the last section probes 
into the more micro-developmental and behavioural dimensions in the water, sanita-
tion and hygiene sector.

12.2  �Water Security Challenges and the Covid-19 Pandemic

Covid-19 has a serious direct and indirect impact on human societies. Water man-
agement practices and their organisation may ameliorate, as well as aggravate such 
impacts. Major aspects include access to water supply, sanitation, and hygiene 
(WASH), urbanisation and increased paved surfaces, balanced allocation of water 
resources among competing users, prevention of water pollution from agricultural 
run-off and industrialisation, and adequate and sustained funding of in many places 
dilapidated infrastructure and management (e.g. Butler et al., 2020). In the short-
term, the biggest impact of Covid-19 has been on water utilities and disaster relief 
agencies tasked with the provision of safe drinking water and hygiene to healthcare 
facilities (WHO and UNICEF, 2020; Kolker et al., 2020). The mutual impact of the 
pandemic and water is multifaceted and variegated depending on the context. 
Table 12.1 sketches some of these impacts along the 2x2 matrix based on the nature 
and the timeline of the impact.

Short-term direct impacts include the inadequacy of the present WASH facilities 
to prevent the spread of Covid-19 around the world. Hand-washing has been sug-
gested as the primary response to the pandemic (e.g. Neal, 2020). However, “a quar-
ter of all health care facilities have no basic water services, which means 712 million 
people have no access to water when they use health care facilities” (WHO/UNICEF, 
2020: 1). One in three healthcare points worldwide have no facilities for hand-
washing (ibid: 1). In lesser developed countries, “half of health care facilities lack 
basic water services and 60% have no sanitation services” (ibid: 1).

Despite much progress to connect billions to piped water supply in the past two 
decades, some 25% of the world population still lack adequate water supply (WHO 
and UNICEF, 2017). Even in the wealthier countries, such as the US, millions live 
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without piped water supply (Tortajada & Biswas, 2020). The urban poor are dispro-
portionately affected and the governments should provide subsidies for bottled 
water or water trucks in these areas in the short term and piped water supply in the 
longer term (Neal, 2020; Butler et al., 2020).

While people with no access to sanitation declined from 1229 to 892 million 
between 2000 and 2015, sub-Saharan Africa has not progressed much (WHO and 
UNICEF, 2017). In some 20 countries the basic sanitation has actually worsened in 
this period. These countries require additional support from international donors 
and charities in order to protect vulnerable populations (see Fig. 12.1).

Covid-19 hit water utilities around the world hard, their revenues have decreased 
and operational disruptions increased (Butler et al., 2020; Neal, 2020). For example, 
water companies in Chile and Brazil agreed to postpone or exempt vulnerable 
households from water payments (Butler et  al., 2020). Kolker et  al. (2020) sug-
gested to freeze water tariffs and temporarily prohibit disconnections, with financial 
implications for water utilities. In the U.S., some 57 million people across the coun-
try have been allowed to continue receiving water despite their inability to pay for it 
(Tortajada & Biswas, 2020: 441).

The task of shielding water utilities rests overwhelmingly on the state. However, 
the private sector can also play a role; Kolker et al. (2020) and Butler et al. (2020) 
discuss ways of mobilising private capital to finance utilities. There is already much 
appetite for private sector involvement; Merrill Lynch and the Bank of America 
estimated that the water industry market could be worth US$800–1000 billion by 
2030 (Ahlers & Merme, 2016: p. 768). Furthermore, the World Bank offers various 
guarantees to investors including assurances against political risks (e.g. Kolker 

Table 12.1  Mutual impact of Covid-19 and water management

Impact/
Timeline Short-term impact Long-term dangers

Direct 
impact

Water, sanitation and hygiene 
(WASH) provision to healthcare 
institutions;
WASH provisions in dense 
(semi)-informal urban areas;
Humanitarian supply of (bottled) 
water to vulnerable populations 
(e.g. refugee camps);
Water utilities’ struggle to 
maintain financial and 
operational viability

Priority to WASH at the expense of other crucial 
challenges such as climate change adaptation, 
land use patterns, ecosystem health and energy;
Lesser public funds for water infrastructure and 
management and the danger of oversized 
influence of private financial capital in the water 
sector

Indirect 
impact

Global supply chains under 
pressure, including water-
intensive crops and products;
Competition for water between 
increasing demands from 
agricultural and domestic uses;
Increasing pollution from 
agricultural run-off

Securitisation of WASH that may lead to 
day-to-day and fragmented management;
Private financial take-over of water 
infrastructure and services;
Attention to techno-fixes with a relative neglect 
of social and political aspects of water 
management and governance
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et  al., 2020). This environment has facilitated an  increased competition between 
industrialised nations and their (private) water sector to occupy the new global water 
markets (Mukhtarov et  al., 2021).  However, the pandemic should not become a 
pretext for a speedy transfer of publicly managed WASH facilities to private hands as 
it has sometimes been in the past (Klein, 2017). Instead, such transfers must be care-
fully considered and gradually implemented depending on the regulatory capacity 
of the governments, and where relevant, include guarantees from donors or the state 
in case privatisation and financialisation of water backfire (e.g. Bayliss, 2014; 
Schmidt & Matthews, 2018).

The indirect impacts of the pandemic are mostly felt in the pressures and disrup-
tions of the global flow of goods and services that require much water to produce. 
As the industrial use of water is expected to drop in the next 2–3 years by 27% and 
extend across the whole water supply chain, there will be less funds available to 
support water-intensive industries (Global Water Intelligence cited in Butler et al., 
2020). At the same time, the demand for agricultural water use has been steadily 
growing in the past decades and is likely to continue growing during the pandemic, 
see Fig. 12.2. The increased demand for water from the agricultural sectors brings 
two issues to bear on water governance systems, namely:

	(a)	 the serious impact on water quality due to irrigation run-off and soil erosion; and
	(b)	 the lesser availability of water for fast growing cities and changing consump-

tion patterns (e.g. expectations to access safe water 24 h a day).

In terms of indirect and long-term impacts of Covid-19 on water resources, there 
is a risk of further securitisation of water within the frame of WASH. However cru-
cial for public health and human development, water supply and sanitation services 
have to be considered within a larger framework of integrated water management, 

Fig. 12.1  Progress towards universal basic sanitation services (2000–2015) among countries 
where at least 5 per cent of the population did not have basic services in 2015. (Source: WHO and 
UNICEF (2017, p.14))
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water quality, ecosystem health and governance (e.g. Gaddis et  al., 2019). 
Securitisation of water is almost always accompanied with an emphasis on the 
financial gap, and hence calls for more private capital; this may bring about risks in 
the form of price-hikes, cherry-picking in service provisions, as well as financial 
speculation in shares (e.g. Bayliss, 2014; Ahlers & Merme, 2016). Whenever pri-
vate actors participate in the provision of public goods, a strong regulatory frame-
work and capacity of the state is essential (e.g. Mukhtarov, 2007; Akhmouch & 
Kauffmann, 2013).

Finally, with the growing challenges around water access and safety (partly in 
view of climate change), technological solutions, such as satellite imagery, water 
treatment technology and desalination and water reuse technology, have become 
increasingly important (e.g. AAAS, 2019). The pandemic is likely to provoke the 
instinct of public managers to cling to technological solutions that seem easy and 
within reach. However, attention to complex and culturally and politically sensitive 
issues of water allocation, land use choices, as well as issues around funding infra-
structure and planning, remain as important as application of new technologies in 
the post-pandemic world (e.g. Gaddis et  al., 2019; Watkins, 2006). Good water 
management requires technical as well as adequate governance and managerial 
approaches, which are also very context dependent. Hence, an experimental 
and adaptive approach will need to be applied with a clear realisation that there are 
no universal panaceas to this complex challenge (Ingram, 2013).

Fig. 12.2  Trends in global water withdrawal by sector between 1990 and 2020 (km3 per year). 
(Source: FAO (2018))
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12.3  �Food Import Dependency

In many developing countries (and often for some of the most vulnerable ones, 
regarding their ability to feed their fast rising populations), external food depen-
dency has substantially increased during the last few decades. Growing food depen-
dency and food-import bills can exert particular pressure to marginalised low-income 
communities that face much higher risks of malnutrition and nutrient deficiencies. 
At the same time, food-dependent nations can avoid food insecurity, as long as their 
export revenues from other economic sectors suffice to meet their food import 
demands; even then, this can come at the expense of crowding-out imports of more 
productive capital goods. In periods of severe disruptions to the global economy (as 
in the 2007–8 global financial crisis, see Brinkman et  al., 2010, and the current 
Covid-19 worldwide recession, see Laborde et al., 2020), falling export volumes 
threaten the ability of food-importing countries to remain self-reliant.

Figures 12.1 and 12.2 provide an idea of the significant rise in food dependency 
over time for some developing nations. Both figures use historical data from the 
FAO website (FAO, 2021). Figure 12.3 depicts the increase in cereal import depen-
dency between the periods 2000–2 and 2015–7 for Benin, Kenya, Venezuela and 
Zimbabwe (expressed as the percentage of domestic food supply of cereals that is 
imported). Figure  12.4 presents a similar pattern for the value of food imports 
expressed in relation to exports (for the same economies and periods of analysis).

Water scarcity, widely seen in most contexts as the outcome of poor water gov-
ernance, is likely to be further exacerbated in the near future as a result of climate 
change and population growth (Watkins, 2006). The cumulative impact of such 
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scarcity encourages high dependence on food imports for countries located in arid/
semi-arid regions (Misra, 2014). Climatic variability and extreme weather inci-
dences also pose additional challenges to the ability of countries to maintain their 
own food sufficiency (based on local produce). A recent study by Chouchane et al. 
(2018) predicts that water-scarce economies are expected to become increasingly 
more reliant on trade to meet their internal demand for staple crops, with a projected 
increase in trade flows by 40–80% towards 2050 in relation to the 2001–2010 aver-
age values.

Naturally, there are many other interlinked factors that have contributed to this 
higher food-import dependency for certain parts of the world. Over the past decades, 
trade liberalisation and globalisation resulted in the elimination of many food tariffs 
and gradual substitution of domestically produced food with cheaper food imports 
(Otero et al., 2013). This is often perceived as a much more efficient policy in com-
parison to the much more costly option of subsidising domestic farmers, especially 
for economies with a positive trade balance that can generally afford such a long-
term strategy. Food import dependency is further intensified by patterns of increas-
ing trade specialisation (i.e. economies concentrating efforts and specialising in 
certain products in exchange for other imported goods, based on their comparative 
advantage). Specialised production of a limited range of goods can result in effi-
ciency gains and a more productive use of domestic production factors. Even in the 
case of rural economies, this suggests that specialising in few agricultural com-
modities can generate increasing returns to scale for the expanding sectors (Costinot 
& Donaldson, 2012); at the same, specialisation in high-value but water-intensive 
commodities (as in the case of the floriculture industry in Kenya and Ethiopia, for 
instance) causes faster depletion of aquifers and constraints the opportunities for 
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conventional farming (Mekkonen et  al., 2012). In many cases, reliance on food 
imports was promoted as a more successful development strategy in relation to 
small-scale farming,  which was largely seen as non-conducive to sustained eco-
nomic growth. Long-term development plans placed more emphasis on the promo-
tion of manufacturing and technology-intensive sectors, given the overall 
expectations of declining terms of trade for economies dependent on their primary 
sectors (i.e. a declining price ratio for the agricultural vs manufactured goods  – 
commonly referred to as the Prebisch-Singer thesis in economics, see Hallam, 2018).

Under normal circumstances, excessive food dependency would not have posed 
disproportionate risks to food security, especially for vulnerable low-income com-
munities. However, the Covid-19 pandemic has caused an extraordinary disruption 
to global merchandise trade (with few exceptions, as in the case of medical equip-
ment); early estimates point to approximately a value loss of approximately 20% 
(UNCTAD, 2020). As the COVID-19 disrupts international agricultural supply 
chains by restricting transportation and trade flows, food import dependent econo-
mies are facing increasing risks of local food shortages (especially in relation to 
staple food products, as in the case of wheat, rice and maize, see Falkendal et al., 
2021). Food shortages are further aggravated by food export restrictions (by produc-
ing nations that, as a precaution, stock up reserves for own use), as well as disrup-
tion in farming as a result of Covid-19 preventive measures (Benton, 2020). Food 
inflation, especially for perishable products, in combination with reduced income 
levels and purchasing ability, impact the poor by limiting access to affordable and 
nutritious products (Malpass, 2021). These recent developments should raise alarm 
bells; rising population pressures and accelerating global warming will exacerbate 
water stress in many parts of the world and intensify external food dependencies. 
Consequently, this will also further raise the vulnerability of their populations to 
future disruptions in trade flows that stemm from other impending epi(pan)demics 
or external shocks.

12.4  �Macroeconomic Policies for the Water Sector in Times 
of Crisis

Even before the Covid-19 outbreak, the global water sector was under much pres-
sure as a result of climate change, fast expanding populations, aging and inadequate 
infrastructure and ill-planned urbanisation especially in many parts of the develop-
ing world (Hanjra & Qureshi, 2010). There are several policy reports predicting a 
drop in public investment in the global water sector in the years to come (IFC, 2020; 
World Bank, 2020). As national and local governments (and municipalities) priori-
tise spending on emergency response and income support for affected communities, 
there is a high risk that investment in new water projects is likely to be delayed (see 
also Kalfagianni & Papyrakis, 2021). A recent survey conducted by the Chartered 
Institution of Water and Environmental Management (CIWEM) with water experts 
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highlighted the common concern of reduced future public investment, cancellation 
of projects and relocation of centralised funding towards other priorities (Cotterill 
et al., 2020). Nevertheless, increased interest from private investors, as we discussed 
in Sect. 12.2, will potentially counterbalance the slowdown in public investment, at 
least for as long as the economic downturn does not severely constrain the supply of 
private funds and investment.

The revenues of water utility companies are also likely to be negatively affected, 
allowing hence less room for future infrastructural investment. In some cases, water 
consumption increased as a result of increased demand for hand washing; in many 
cases, however, utilities faced a drop in demand as a result of reduced commuting, 
lower industrial activity and subdued tourism performance (with revenues falling as 
much as 50% in some tourism-dependent municipalities; see Cheval et al., 2020).

Given the critical role of handwashing and sanitation in limiting the spread of 
Covid-19, several countries have resorted to a partial suspension of water billing. 
These measures were largely adopted as a means to safeguard the uninterrupted use 
of water for vulnerable communities (and partly mitigate the income loss during 
prolonged periods of lockdown; see Antwi et al., 2020; Cooper, 2020). Naturally, 
these are measures in the right direction, aiming at providing some financial relief 
for those in need, as well as mitigating the spread of the virus. However, they also 
exert additional pressure to the finances of water utility companies, at least for those 
cases, where this is unaccompanied by sufficient financial compensation.

Given the combined health and economic crisis of the Covid-19 pandemic, gov-
ernments (especially those in the developing world) should take a number of allevi-
ating measures. The historically-low interest rates offer an opportunity for 
countercyclical expansionary fiscal policies that can simultaneously stimulate the 
economy and lessen chronic shortages of the water sector. Given that public invest-
ment in the water sector is often labour intensive, such initiatives would generate 
employment and reduce the duration and intensity of the economic downturn. The 
scale of the epidemic and associated human loss has reinforced the need to improve 
access to safe and affordable water. In addition, while water projects after many 
decades of neglect are likely to stimulate the economy and prevent the spread of the 
virus in the short term, they will also help address imminent water shortages as a 
result of climate change. Clear communication strategies should highlight the mul-
tifaceted benefits of such green recovery schemes to the public and, hence, help 
achieve a broader social acceptance of the urgency in investing in water and other 
renewable resource projects (OECD, 2020). Governments in developed economies 
should also resist tempting proposals to cut foreign aid (as compensation for the 
domestic cost of the pandemic); in an interconnected world, reduced aid to develop-
ing countries weakens the fight against the virus both abroad as well as home 
(Kobayashi et al., 2021). Last, tax reliefs and incentives should incentivise invest-
ments in the water sector, especially given the severity of credit constraints many 
utility companies are likely to face.
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12.5  �Behavioural and Micro-developmental Dimensions 
in the Water, Sanitation and Hygiene Sector During 
and After the Covid-19 Crisis

International organisations (such as the World Bank/UNICEF1) and other actors2 in 
the field were quick to point out the link between Water, Sanitation and Hygiene 
(WASH) and COVID-19, as well as potential lasting effects. This subsection argues 
that the Covid-19 pandemic is likely to have behavioural effects, while further 
sharpening the policy and research focus on WASH. It also argues that this in turn 
might have downstream effects on other key development goals, such as improving 
child nutrition.

WASH infrastructure and behaviours are intricately linked to the management of 
the pandemic. Handwashing is one of the key measures against Covid-19, requiring 
both the possibility and habit do so. How was the pre-pandemic situation in devel-
oping countries? Figure 12.5 shows a simple time trend in the percentage of the 
population with basic handwashing facilities including soap and water, aggregated 
over low income countries in the period 2008–2017. In 2008, a mere 11.7% of 
people in low-income countries had such facilities. By 2017 this fraction almost 
doubled but remained at a low 19.6%. It will be interesting to follow and study these 
trends in a post-pandemic world; one can hope that Covid-19 has further underlined 
the need to increase this percentage both via the supply and demand side. On the 
one hand, policymakers and donors have now additional and very salient arguments 
for investment in the WASH sector. However, returns to investments in WASH in 
low-income countries have already been very high prior to the pandemic. For 
instance, UN Water (2021) cites a return of $5 for each $1 invested in the case of 
basic sanitation in rural areas. However, these returns have been primarily local. 
Given the global nature of Covid-19 and likely future pandemics, local investments 
in WASH will generate global externalities and benefits. On the other hand, indi-
viduals have been exposed to a public health information campaign of global pro-
portions, highlighting the need of handwashing for instance. It remains to be seen to 
what extent all this has changed individuals’ habits across geographies and sub-
populations. One key dimension from a behavioural point of view are the establish-
ment of more positive social norms, which are important in the WASH context (see 
for instance the work on India by Gauri et al., 2020). Given the global and complex 
nature of Covid-19 and information campaigns (and thus no clear counterfactuals), 

1 See for instance: World Bank, WASH (Water, Sanitation & Hygiene) and COVID-19, April 6, 
2020, available at: https://www.worldbank.org/en/topic/water/brief/wash-water-sanitation-
hygiene-and-covid-19 [Accessed 15 April 2021].
2 See for instance: Stockholm International Water Institute, How is the WASH sector responding to 
COVID-19? Overview of COVID-19 Responses in 84 Countries, August 22, 2020, available at: 
https://www.siwi.org/latest/how-is-the-wash-sector-responding-to-covid-19-overview-of-covid-
19-responses-in-84-countries/ [Accessed 15 April 2021].
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as well as secular trends in hygiene practise, establishing causal effects will be chal-
lenging from a statistical point of view.

From a research and policy perspective, Covid-19 has further underlined the 
importance of behavioural economic and science insights. Key measures, such as 
regular hygiene, mask-wearing or vaccination campaigns, rely crucially on indi-
vidual motivations, while having positive societal returns or externalities (for 
instance getting a vaccination shot can be modelled as pro-social behaviour, see 
Korn et al., 2020). Early on in the pandemic, numerous economists have highlighted 
the value of behavioural economics in fighting the pandemic. Behavioural econom-
ics advocates for nudges to address biases related to information avoidance, dis-
torted risk preferences, present bias, social influence and the like (Soofi et al., 2020). 
The pandemic will therefore undoubtedly generate novel insights as to how to 
impact behaviour in the WASH sector and beyond. We argue that the pandemic will 
further magnify the trend in development economics as a discipline to depart from 
neoclassical models of decision making and to incorporate insights from psychol-
ogy and related fields (for a review of behavioural development economics see 
Kremer et al., 2019). That said, effective behavioural interventions in WASH require 
comprehensive or systemic approaches. For instance, the Integrated Behavioural 
Model for Water, Sanitation, and Hygiene (IBM-WASH) by Dreibelbis et al. (2013) 

Fig. 12.5  Population with basic handwashing facilities (in %) in low-income countries 
(2008–2017)
Note: Own graph. Data are from the World Development Indicators curated by the World Bank and 
have been downloaded via wbopendata in STATA on March 17, 2021. The underlying source is 
WHO/UNICEF,Joint Monitoring Programme for Water Supply and Sanitation. The indicator code 
in wbopendata is SH.STA.HYGN.ZS (“People with basic handwashing facilities including soap 
and water (% of population)”). The aggregate for low-income countries is based on the World 
Bank’s country classification.
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rightly underlines that interventions need to take into account “contextual”, “psy-
chosocial” and “technology factors” at the levels of individuals, households, com-
munities and society as a whole.

The prominence of role of hygiene in the pandemic period also matters for inter-
national development moving forward: WASH investments remain key to reaching 
the UN’s Sustainable Development Goals (SDGs), in particular goals 2 and 6 6: 
“End hunger, achieve food security and improved nutrition and promote sustainable 
agriculture” and “Ensure availability and sustainable management of water and 
sanitation for all” respectively. Globally, about a fifth of all children under the age 
of 5 are still stunted, i.e. too small in stature for their age. Billions of people do not 
have the basic sanitary necessities needed for handwashing at home (see UN, 2021).3 
There is comprehensive and robust evidence that SDGs 2 and 6 are strongly associ-
ated with each other (for prominent examples in this broader literature see Spears, 
2013, 2020; see also a review by Cumming & Cairncross, 2016). From a mechanis-
tic point of view, Spears (2020, p.1) underlines that: “…germs from feces cause 
diarrhea and other diseases, which can consume energy and harm the overall nutri-
tion of growing children and of the mothers who nurture them in pregnancy and 
early life.” To make this point at a very basic level, consider Fig. 12.6, where we plot 
the two bivariate associations between stunting rates of under-5 s in low and lower-
middle-income countries with two key WASH indicators: the percentage of the 
population practising open defecation (not using a toilet) and having handwashing 
facilities, respectively. Note that indicators have been averaged over the period 
2000–2017. Stunting is strongly and positively correlated with open defecation 
(corr = 0.366; p-value = 0.001). The slope (0.188, se = 0.049) of the linear fit sug-
gests that moving from an open defecation rate of 23.6% (the sample mean) to zero, 
comes with a significant 4.4%-points decrease in stunting, which amounts to a 
decrease of 13.1% in stunting relative to its sample mean. Conversely, stunting is 
negatively correlated with handwashing (corr = −0.453; p-value = 0.000). The slope 
is −0.162 (se = 0.039) and implies that an increase in handwashing facilities from a 
sample mean of 35.5% to 100% is accompanied by a 10.5%-point decrease in the 
stunting rate, a sizeable 30.9% fall in stunting relative to its sample mean. Needless 
to say, these are correlations that may vary across geographies and contexts, and 
they also have not been adjusted for confounding factors and age-profiles as is done 
in the literature (Spears, 2013, 2020; see also Rieger & Trommlerová, 2016; Rieger 

3 See goals and related statistics at UN (2021), as well as van der Hoeven and Vos (2021).

Fig 12.6  (continued) defecation and for stunting are WHO/UNICEF,Joint Monitoring Programme 
for Water Supply and Sanitation, as well as UNICEF/WHO,/World Bank, Joint child malnutrition 
estimates. The indicators codes in wbopendata are SH.STA.STNT.ZS (“Prevalence of stunting, 
height for age (% of children under 5)”), SH.STA.ODFC.ZS (“People practicing open defecation 
(% of population)”) and SH.STA.HYGN.ZS (“People with basic handwashing facilities including 
soap and water (% of population)”). The sample is restricted to low-income and lower-middle 
income countries based on the World Bank’s classification. Indicators have been averaged over the 
period 2000–2017, ignoring gaps in the time series. Sample size is 76 in the top figure and 65 in 
the bottom figure
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Fig. 12.6  Child Stunting, Open Defecation and Handwashing Facilities (Averages, 2000–2017)
Note: Own graph. Data are from the World Development Indicators curated by the World Bank and 
have been downloaded via wbopendata in STATA on March 17, 2021. Underlying sources for open 
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et al., 2019). But these figures do drive home the basic point that these two SDG 
domains, WASH and nutrition, are empirically associated (Cumming & Cairncross, 
2016). This in turn is relevant to the Covid-19 era. The UN (2021) advocates that 
Covid-19 is directly linked to both goals via food chains and hygiene. But the pan-
demic might also have downstream effects on the strong association between both 
goals in the short and medium term. If handwashing rates go up due to increased 
awareness and improved facilities, this may have positive implications for 
child health.

In sum, we hope that one positive side or aftereffect of the pandemic is that it 
may render the need for WASH investments and behaviour change more salient to 
individuals and policy makers around the world. Economic returns to WASH invest-
ments are global in times of a pandemic. Poor WASH conditions in developing 
countries will diminish global mitigation efforts of future pandemics. Local com-
munities and the world as a whole need to be prepared for the inevitability of future 
pandemics. But WASH investments are equally vital to achieving the SDGs, in par-
ticular when it comes to child health (SDG 2).

12.6  �Conclusions

The ongoing pandemic has brought renewed attention to issues of poor water gov-
ernance. As handwashing and proper sanitation have become key tools in the fight 
against the pandemic, government officials and policymakers need to strengthen the 
provision of water services, especially in areas with chronic problems of water 
shortages. Properly-designed water policies can secure improvements in multiple 
fields: uninterrupted (safe) water provision, affordability of clean water for every-
one, health benefits, food security and Covid-19 protection. This is, however, no 
easy task. It would require a rise in investment and international aid dedicated to 
water services, which may be unrealistic during a period of severe economic con-
traction and worsening public finances. Similarly, it would demand generous trans-
fers of funds towards water utilities under financial strain and significant support 
towards vulnerable communities that lacked access to clean water much before the 
pandemic further reduced their incomes. The urgency is becoming, though, increas-
ingly clear and some donors are already taking some steps in the right direction (as 
in the case of  the Nordic Development Fund that provided  $8.8 million to the 
African Water Facility in late 2020 for water supply and sanitation projects in arid 
parts of the Shale and the Horn of Africa to limit the spread of Covid-19.
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