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UNDP partners with people at all levels of society to help build 
nations that can withstand crisis, and drive and sustain the kind 
of growth that improves the quality of life for everyone. On the 
ground in more than 170 countries and territories, we offer global 
perspective and local insight to help empower lives and build 
resilient nations.
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The Social and Economic Impact of COVID-19 in the Asia-Pacific Region

FIRST THINGS FIRST: 
SAVE LIVES, PROTECT 
LIVELIHOODS
•	 We need to respond to this health emergency with decisions 

based on evidence, provide people with the best accurate 
information, and provide free or affordable COVID-19 testing and 
treatment. 

•	 We need to preserve jobs and incomes for the millions of people 
losing their livelihoods. To assist them, we should expand social 
safety nets using universal income support schemes, and work 
with banks, fintech and the private sector to deliver social 
transfers.

•	 The pandemic is hitting women harder and we must acknowledge 
as well as alleviate the burden of work that involves caring for 
their families and the sick that is being unequally imposed upon 
them. 

•	 Countries must coordinate policies and cooperate across borders 
to address the plight of refugees and migrants, as these are some 
of the most vulnerable populations and we cannot leave them 
behind. 

The COVID-19 pandemic 
and the associated economic 
crisis are posing huge 
challenges, raising many 
unknowns and imposing 

wrenching trade-offs. Both crises are 
global, but their impacts are deeply local. 
The policy response to both crises needs 
to be rapid, even if it is rough around the 
edges. But countries cannot pull this off 
on their own—the global crises require 
global solidarity and coordination. 

Key  
messages
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REVISE BUDGETS, CHANGE 
POLICIES AND RULES: DON’T  
TAKE THEM AS A GIVEN
•	 Create fiscal space—raise revenues and avoid wasteful 

spending—to channel more resources to public health, 
economic stimulus and the social safety net. That means 
governments need to revise their priorities reflected in budget 
revenue, spending and financing. By doing so, they can contain 
increases in fiscal deficits and surges in public debt. 

•	 Governments should use stimulus funds and incentives 
for populations that need them the most. This would mean 
channelling sizeable parts of such stimulus packages to small 
and informal businesses, the vulnerable and poor, and avoid the 
use of stimulus funds and incentives that enrich the well-off. 

•	 By coordinating globally, countries can address so-called ‘fiscal 
termites’—long-standing problems that undermine national 
budgets such as tax competition, tax evasion via tax havens and 
transfer pricing, and fossil fuel subsidies. They should tax the 
digital economy. Global coordination is also needed to facilitate 
debt relief to heavily indebted countries, Small Island Developing 
States (SIDS) and Least Developed Countries (LDCs).

•	 We need to restart trade by reducing trade tariffs and open 
borders for goods, even while they are closed for people. And 
it is essential to safeguard and restore the supply chains of 
essential goods and services.

•	 Governments should make it easier to conduct business by 
improving public services and making them accessible through 
digital technology. They should support small, medium-sized and 
informal enterprises. 

BUILD BACK BETTER: CHART 
A SUSTAINABLE, RESILIENT 
DEVELOPMENT PATH
•	 We now have an opportunity to build a new, just and fair social 

contract between governments and people. This includes 
universal social safety nets and health insurance.

•	 To bridge the digital divide and foster digital economies, 
governments should create legal and regulatory foundations, 
and invest in a new public good—digital connectivity for all.

•	 The opportunity is presented to promote sustainable, low-
carbon development to preserve and sustain our environment. 
We should invest in building local, more sustainable and resilient 
supply chains, and foster the circular and sharing economies.

•	 Conflict undermines prosperity. We need to guide warring 
parties to peace and use the resources saved for public health 
and education, improving livelihoods and helping the vulnerable. 

UNDP is supporting countries in Asia and 
the Pacific to prepare, respond to and 
recover from the COVID-19 pandemic and 
the associated economic crisis using its 
integrator and convening role, its global 
networks and its mobilization capacity.
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Executive summary

1 �ILO (2020). ILO: COVID-19 causes devastating losses in working hours and employment. Press release. 7 April 2020. Available at https://www.ilo.org/global/about-the-ilo/
newsroom/news/WCMS_740893/lang--en/index.htm%E2%80%8B 

Two concurrent global crises—a health crisis and an economic crisis—are engulfing the 
world. The necessary public health response to the COVID-19 pandemic is setting in motion 
a globally synchronized economic recession—leaving no obvious robust engine of global 
growth. The humanitarian dimension of these two linked events is taking the majority of 
mankind into uncharted waters. The compound crisis threatens to overwhelm health care 
systems and government policies. The policy response will determine the human toll of the 
virus; the length and severity of the downturn; and economic, social and environmental 
progress towards (or regression away from) attaining the Sustainable Development Goals 
(SDGs), placing a large responsibility on policymakers. 

The global recession induced by COVID-19 is escalating along 
a feedback-reinforced spiral. Massive production disruptions that 
started in China have led to a lower supply of goods and services 
that reduces overall hours worked, leading to lower incomes. The 
impact of this is compounding the immediate global drop in demand 
stemming from social distancing measures being enacted around 
the world, which are disrupting highly integrated trade links and 
value chains. This in turn is again putting downward pressure on 
supply as producers cut back their output if less of it is bought. 
Furthermore, as the pandemic becomes global, lower demand from 
major consuming countries and worsening expectations about the 
economic outlook are accelerating a vicious downward spiral. As 
activity contracts and unemployment rises, the rapidly deteriorating 
economic fundamentals caused by the shock to the real economy 
spreads to the financial sector, risking a liquidity crisis as availability 
of credit diminishes and asset prices fall. 

A rapid response is needed. Even if rough around the edges, a fast 
response is better than one that is perfect but slow. This position 
note calls for policies that meet immediate needs—containing the 
virus’s spread and strengthening health systems to prepare for the 
next shock, including a possible recurrence of COVID-19, while 
simultaneously responding to the looming economic downturn. 
Different approaches in some countries and territories in East and 
South-East Asia have proved fairly successful in “flattening the 
curve” of caseloads, allowing them to start reviving their economies. 

Given the expected size and incidence of the economic 
downturn, a large part of stimulus packages should be directed 
towards the poor and most vulnerable. Governments should 
use stimulus packages to safeguard public goods such as health, 
employment and human security, while avoiding leakages that 
would enrich the well-off. Small and Medium Enterprises (SMEs) 
and informal enterprises are the most affected businesses, with 
informal workers—estimated at 1.3 billion people or two-thirds of the 
workforce in Asia and the Pacific—expected to be the hardest hit 
by the economic shock. The ILO expects a devastating 6.7 percent 
loss in working hours globally in the second quarter of 2020, 
equivalent to 195 million full-time workers—125 million of which are 
in Asia and the Pacific.1 Migrants, displaced people and informal 

workers are facing a stark trade-off between safeguarding their 
lives and livelihoods. Already 100 million migrant workers in India 
are on the move in search of safety and basic sustenance, defying a 
nationwide lockdown. 

Governments should attach simple, sustainable development–
oriented conditions to their stimulus measures. These can help 
focus support to people in need and preclude major leakages; or 
set the stage for improving the social safety net and extending the 
coverage of formal employment. 

Countries should globally coordinate and optimize the COVID-19 
response, while seizing the opportunity to decisively make 
development more sustainable. The global spread of the virus in our 
interconnected world offers little chance of success if each country 
devises a health and economic response on its own. To make the 
response more effective and reduce the cost of the crises, strong 
coordination and cooperation among governments is needed, 
coupled with clear and transparent communication. These will 
help enhance governance and build public trust inside and across 
borders. 

Fiscal space needs to be created to respond to the crisis by 
revisiting existing policies, rather than applying patches to them. 
The optimal approach includes redeploying existing resources 
to their best use, so as to avoid very large deficits that would 
lead to surging national debt—at a time when a sudden stop in 
capital inflows is a real risk in developing countries. To this end, 
governments need to re-examine budget revenues, expenditures 
and financing, as well as contingent liabilities. Although painful, such 
revisions are justified on the grounds of the national emergency 
they are facing and the need to avoid unsustainable increases in 
national debt. Along similar lines and given the global nature of 
the emergency, globally coordinated action is needed to address 
long-standing instances of ‘fiscal termites’ that undermine national 
budgets, such as transfer pricing, tax havens, tax avoidance by 
multinational enterprises, the untaxed digital economy and fossil 
fuel subsidization. Once some of the resources needed for the fiscal 
stimulus packages are covered from such sources, the remaining 
fiscal costs will become more feasible to finance. 
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https://www.yunbaogao.cn/report/index/report?reportId=5_11668


