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I. INTRODUCTION 

The global COVID-19 (C-19) pandemic has been 
spreading across the globe, leaving in its wake 
significant socio-economic impact – especially 
in densely packed urban areas. In order to collect 
a fact base and to analyze the current situation, 
the Japan International Cooperation Agency 
(JICA) chose four countries: Indonesia, Philippines, 
Thailand, and Vietnam, where JICA is active in 
supporting urban development. 

The pandemic continues to evolve rapidly in 
Southeast Asia and around the world. Like other 
regions, Southeast Asia’s disease progression 
remains uncertain, as emerging outbreaks and 
more infectious novel variants challenge the 
region’s progress. 

Many governments in Southeast Asia took decisive 
actions early to contain the pandemic. Despite 
these actions, significant and persistent impact 
on both health- and economic-related dimensions 
have been observed across Southeast Asia.
The challenges in addressing the disease burden 

underscores the essential need to strengthen 
pandemic resilience across Southeast Asia. This 
is vital if the region is to mount a concerted and 
effective response against the evolving COVID-19 
pandemic, while at the same time building 
resilience to address any future disease outbreaks 
or emerging economic shocks.

As a longstanding development partner of 
governments across Southeast Asia, JICA 
commissioned a study in order to help inform 
understanding of disease outbreaks and 
mitigation measures in Indonesia, Philippines, 
Thailand, and Vietnam. The findings are designed 
to provide sufficiently granular and timely insights 
for data-driven decision making by stakeholders 
involved in the response to COVID-19.

This report shares the findings based on 
observations from primary and secondary  
research conducted between March and June 
2021, with focus on Indonesia, Philippines,  
Thailand, and Vietnam.



EXECUTIVE 
SUMMARY 
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II. EXECUTIVE SUMMARY 

Southeast Asia has witnessed a 
significant number of COVID-19 cases 
across the region where a wide variation 
is seen in disease progression across the 
countries. 

Vietnam and Thailand have managed to maintain 
relatively low case numbers and steady caseloads 
throughout 2020, although some recent spikes 
in infection rates do highlight how precarious 
this position can be. Indonesia and Philippines 
have experienced a higher caseload across the 
pandemic, with distinct spikes during high-
infection waves. Higher positivity rates and lower 
testing levels in Indonesia and Philippines indicate 
wider community spread of COVID-19, and the 
true number of cases might not be accurately 
captured. Consumer sentiment remains muted 
across Southeast Asia given the volatile infection 
scenario, and many consumers indicate that they 
worry that the worst is not over yet, as the situation 
continues to evolve.

Some Southeast Asian nations such as Vietnam 
focused their efforts on early and decisive 
intervention, with targeted testing and mitigation 
measures designed to limit community spread. 
Indonesia in contrast embraced an approach that 
relies more heavily on vaccines in the path back to 
normalcy. Citizens continue to rate COVID-19 as the 
most critical concern, overtaking previous focus on 
corruption or economic concerns. Vietnam is seen 
as a role model when it comes to key indicators of 
government preparedness and response, access 
to communities, trust of and adherence to the 
system, and the quality of the healthcare system.

COVID-19 has delivered a clear economic hit to the 
nations of Southeast Asia, with all four countries 
analyzed experiencing a negative Gross Domestic 
Product (GDP) impact during the pandemic, with 
Vietnam alone maintaining a positive — albeit 
reduced — GDP growth rate. Hospitality, trade, and 
transport are among the worst hit sectors across 
the region, while construction and mining have 
also been negatively impacted in certain countries. 

Financial insecurities and concerns amongst 
consumers remain high across the region, 
despite some early signs of mild improvement 
in most countries in the recent analysis. 
Unemployment has risen in Philippines and 
Indonesia, while Thailand and Vietnam evidence 
stable unemployment rates. These broadly level 
unemployment rates mask the reduced work 
hours and wages especially among the informal 
segment, potentially driving more citizens into the 
category of ‘working poor’ within these countries.

With emerging new waves of infection and 
evolving evidence of new variants, vaccine  
rollout is now critical to a sustainable path out 
of COVID-19. Southeast Asia’s position remains 
precarious in the face of this evolving situation, 
and healthcare systems continue to feel the strain. 
Countries across the region remain at widely 
different levels of vaccine rollout and supply 
sourcing, and all countries will need to accelerate  
vaccine rollouts while combatting any  
lingering vaccine skepticism.
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The widespread and multifaceted impact 
of the COVID-19 pandemic will trigger 
lasting changes in Southeast Asia, with 
six broad themes observed:

• The most vulnerable are the hardest hit by 
the COVID-19 pandemic, with the low-income 
segment particularly exposed to job losses and 
reduction in income. At the same time, the 
affluent segment was more likely to adapt to 
the situation. 

• There is an increasing risk of a public 
health crisis for unrelated conditions, as the 
strain of COVID-19 healthcare interventions 
overwhelmed healthcare facilities and 
crowded out resourcing for existing conditions. 
Healthcare funding and access were already 
challenges in Southeast Asia, now exacerbated 
by the pandemic. At the same time, the 
pressures of COVID-19 have triggered growing 
mental health challenges. 

• Informal businesses suffered severely,  
even in markets with a less severe GDP  
impact. Subdued consumer demand, 
increased supply costs and delays, and  
limited access to traditional financial products 
such as loans were major drivers of this trend. 

• There is a permanent change happening in 
urban mobility driven by changes during the 
pandemic. People are shifting to private modes 
of transportation due to health concerns 
while also staying at home more often with 
increased cocooning behavior. Further the 
wider adoption of work from home is also 
seen as a positive despite initial concerns. 
Consumers indicate these changes will remain 
in place in the future, likely resulting in a shift 
in urban mobility that is here to stay to some 
extent.  

• There has been a step-change in digital 
usage across all income segments, as 
consumers turned to digital platforms during 
the pandemic. Existing users are engaging 
more with digital channels, at the same 
time many users are accessing social media, 
e-commerce, and online education for the first 
time. Informal businesses are also leveraging 
this trend to enable business continuity during 
COVID-19. 

• Irreversible changes in supply chains have 
also emerged over this period, amplifying 
existing trends in the global trade flow. Supply 
chains were heavily disrupted in the second 
quarter of 2020, but recovered quickly thanks 
to a rapid rebound of exports. Southeast Asia 
is likely to benefit from a shift of trade flows 
away from China and towards the region, at 
the same time as regional businesses renew a 
focus on local sourcing.

The findings of this report provide 
a detailed picture of the pandemic 
impacts, and their implications for 
the future. As the COVID-19 situation 
continues to evolve, there are six key 
priorities emerging for policymakers 
and their partners in order to ensure an 
informed and effective response to the 
pandemic.

• Improve well-being of the most vulnerable 
addressing issues emerging from widening 
inequality. 

• Reinforce local healthcare systems to improve 
pandemic resilience for the future while also 
providing the fundamental health resources 
needed to tackle any emerging public health 
crisis following COVID-19. 
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• Strengthen the informal sector as workers 
and businesses require targeted support 
to balance the more acute impact suffered 
during the pandemic. 

• Address labor market shortcomings by 
providing support to reduce unemployment 
while reversing the transition towards informal 
sector work.

• Improve supply chain resilience by leveraging  
the trend of localization and reducing future 
supply shocks. 

• Adapt urban infrastructure by improving 
accessibility and safety following the changes 
triggered by the pandemic.

• The income gap seems to widen — people 
in the low-income segment experience 
higher concerns for food costs while 
people in high-income segments  
enjoy more time with their families and  
pursue new hobbies 

• Many people are avoiding healthcare 
facilities amidst fears of contracting 
COVID-19, even for severe diseases 
such as Tuberculosis (TB) and Human 
Immunodeficiency Virus (HIV)  

• People are cocooning at home, taking up 
activities such as baking and gardening — 
many indicate they would like to maintain 
some flexibility to spend more time at 
home even after the pandemic, changing 
the usage of urban infrastructure

• Informal businesses were hit harder by 
the pandemic than the overall economy  
— especially urban informal businesses 
that are likely to operate in more exposed 
sectors such as hospitality, transportation, 
and trade, while the same businesses are 
not willing to retrench their employees 
due to social obligations 

• The majority of informal businesses 
adapted quickly to the pandemic by 
localizing and digitizing their supply 
chains, most businesses intend to 
maintain the new business model

Five surprising findings



DISEASE PROGRESSION, 
ECONOMY, GOVERNMENT 
POLICY, AND VACCINATION
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1 World Health Organization. 2021. ‘WHO Coronavirus Disease (COVID-19) Dashboard’. Retrieved from https://covid19.who.int/; Center 
for Strategic & International Studies. 2021. ‘Southeast Asia Covid-19 Tracker’. Retrieved from https://www.csis.org/programs/southeast-
asia-program/projects/southeast-asia-covid-19-tracker 

III. DISEASE PROGRESSION, ECONOMY, 
GOVERNMENT POLICY AND VACCINATION

Key takeaways

  Southeast Asia has experienced a significant number of cases in some countries 
  The picture within Southeast Asia is quite varied, with Philippines and Indonesia seeing over 

6 times more cumulative cases at the time of writing than Thailand and Vietnam.  
This may evolve in future with the new variants

  Low testing levels and high positivity rates indicate that in some countries in the region the 
prevalence of COVID-19 in the community might not be fully reflected, while targeted testing 
in other countries offers a more accurate picture

  Philippines and Indonesia have seen higher caseloads with positivity rates of around  
~12 to 17 %, indicating potential that actual caseloads are higher than reported

  Vietnam and Thailand have managed to sustain lower number of cases for longer periods, 
although they are now facing challenging new waves

  Consumer sentiment remains muted in Southeast Asia, with 70 to 90% of consumers 
evidencing a belief that the world remains in serious danger

3.1 DISEASE PROGRESSION

DIVERSE DISEASE PROGRESSION  
IN SOUTHEAST ASIA 

COVID-19 has now spread to every corner of the world, 
with over 178 million identified cases and more than 
3.8 million deaths globally by the end of  June 2021 
according to the World Health Organization.1

 
Southeast Asia has accounted for approximately  
4 million of those cases, equivalent to 2.3% of  
the global load. It has also reported over 80,000 
COVID-19 deaths, equivalent to approximately  
2.1% of the international total. This is framed  

against a region with approximately 8.5%  
of the global population. 

As a region, Southeast Asia has performed 
significantly better than developed regions such 
as Europe and North America, with confirmed 
cases maintained at a level equal to or below 5% of 
the population. In comparison, the United States 
experienced a caseload equivalent to approximately 
10% of its population. The best performers in 
the region, such as Vietnam, have significantly 
outperformed these figures so far during the 
pandemic. [Exhibit 1]
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Source: Johns Hopkins University; GitHub; Worldometer; BCG analysis – as of 1 June 2021.

EXHIBIT 1: SIGNIFICANT NUMBER OF COVID-19 CASES 
IN SOUTHEAST ASIA, BUT LESS THAN US AND EUROPE
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The trajectory of the pandemic in Vietnam, 
Thailand, Philippines, and Indonesia provides 
valuable insight into two parallel experiences of 
the COVID-19 pandemic. A de-aggregated view 
of data shows cases in Philippines and Indonesia 
reached higher levels than neighbors Vietnam and 
Thailand, with more substantial and widespread 
waves of infections as opposed to regionally 
confined outbreaks. [Exhibit 2] 

Vietnam and Thailand had managed to sustain 
low case numbers throughout much of 2020, 
although new waves of infections likely driven 
by more contagious variants are now causing 
difficulties in maintaining this success. 

Indonesia and Philippines have seen different 
waves of infections with cases continuously 
trending upwards through 2020 and into 2021.
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Source: Johns Hopkins University; GitHub; Worldometer; BCG analysis – as of 1 June 2021.

EXHIBIT 2: UNTIL RECENTLY, THAILAND AND VIETNAM HAD 
FLAT CURVES WITH SPIKES, WHILE CASES CONTINUOUSLY 
INCREASED IN PHILIPPINES AND INDONESIA
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Indonesia1

1. As of 1 June 2021  2. Cumulative cases at regional level. 3. Based on region of isolation.
Source: COVID-19 Handling and National Economic Recovery Committee, Indonesia; Department of Health, Philippines; 
Open Government Data of Thailand; WHO Vietnam situation reports.

EXHIBIT 3: THE DIFFERENCE IS ALSO LINKED 
TO THE GEOGRAPHICAL FOOTPRINT OF COVID-19
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It is important to note that testing and reporting 
measures can vary notably by country, and 
reduced levels of testing could go some way to 
explain variance in caseloads. This is particularly 
true in emerging markets with less resources 
dedicated to testing.  

In undertaking this analysis, we have assessed the 
testing levels and positivity rates of a number of 
countries. Countries that have high testing levels 
and low positivity rates are likely to capture an 
accurate picture of the real caseload. Countries 
that have low testing levels but also have low 
positivity rates might have less data points,  

but the low positivity rate indicates that additional 
testing does not lead to substantially higher 
reported case numbers. But in countries with low 
testing levels and high positivity rates, additional 
testing is likely to further increase reported case 
numbers. Hence, in these countries the reported 
case numbers are likely not to fully reflect the 
actual disease progression. [Exhibit 4]
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EXHIBIT 4: CASES MIGHT BE HIGHER THAN REPORTED 
IN INDONESIA AND PHILIPPINES

1. Cumulative tests used are total people tested, total samples tested, or total tests done depending on country. 2. As of 1 May 2021.
Source:  Our World in Data; Asala, K. ‘Higher Coronavirus Infections and an Even Lower Death Rate’. Africanews. Retrieved from 
https://www.africanews.com/2020/12/11/antibody-test-study-reveals-much-higher-covid-19-cases-in-kenya//; BCG Analysis – as of 1 May 2021. 
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A comparison across the region shows that  
while testing levels are similar, positivity rates  
differ substantially. High positivity rates for 
Philippines and Indonesia suggest that they 
likely experienced substantially higher spread 
of COVID-19 than official figures indicate. Both 
countries had a positivity rate that is higher than 
10% during periods of high case growth, which 
indicates a significant community spread, and  
far above the 5% positivity rate2 that the World 
Health Organization indicates as a benchmark  
for controlled community infection.
 
The positivity rates in Vietnam and Thailand 
suggest a more reliable picture of domestic  
caseloads, as positivity rates are below 5% at the 
time of writing. While the cumulative number of 
tests in these countries is relatively low on a global 
scale, a targeted testing strategy can improve early 
detection of potential spikes and clusters.

Vietnam - widely celebrated for its success 
in tackling COVID-19 - has experienced small 
individual spikes and infection clusters, which it 
has aggressively tackled with targeted testing 
measures [see Vietnam Deep Dive]. While Vietnam 
as a whole conducted less than 35 tests per 1,000 
population, targeted testing in response to local 
outbreaks means testing rates in Da Nang and 
Hai Duong in August 2020 went as high as ~580 
tests per 1,000 population.3 In the latest testing 
intervention, Vietnam has announced the entire 
population of Ho Chi Minh City is to be tested  
in order to tackle a worrying emerging  
COVID-19 infection.

Most countries in Southeast Asia have previous 
experience of infectious diseases such as Severe 
Acute Respiratory Syndrome (SARS), which 
highlighted the importance of a rapid response 
and robust implementation of restrictions as 
evidence of COVID-19 emerged.

Statistics on death-to-case ratio also reveal 
regional differences. Philippines and Indonesia 
have experienced a comparatively higher  
death-to-case ratio than Thailand and Vietnam  
as of mid-2021. This is even more notable 
as Philippines and Indonesia have younger 
populations than Thailand and Vietnam. In 
Philippines and Indonesia, 95% of the population  
is below the age of 65 years, while in Thailand and 
Vietnam this ratio is only 88%.

Comorbidity for COVID-19 is clearly complex,  
and underlying environmental and health 
conditions may go some way to accounting for 
these discrepancies. High prevalence of heart 
conditions, and a large population of smokers, 
could also contribute to a higher death-to-case 
ratio. Indonesia has the seventh highest rate of 
smoking in the world, with ~40%4 of its population 
identified as active smokers, and the local market 
dominated by high-tar, high-nicotine  
cigarette brands. 

With the emergence of new variants, no country 
is fully out of the woods as countries are once 
again facing growing case numbers at the time 
of writing, possibly leading the situation to evolve 
further with time.

2 WHO. 12 May 2020. ‘Public health criteria to adjust public health and social measures in the context of COVID-19’.  
3 Our World in Data; Worldometer; John Hopkins University.
4 World Population Review. ‘Smoking Rates by Country’. Retrieved from https://worldpopulationreview.com/country-rankings/
smoking-rates-by-country. 
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MUTED CONSUMER SENTIMENT

Consumer sentiment has evolved throughout 
this pandemic, with clear links between the 
ongoing domestic and global COVID-19 burden 
and attitudes. Overall, consumer sentiment in 
Southeast Asia remains muted, with 70 to 90% 
of regional consumers evidencing a belief that 
the world remains in serious danger. However, 
there has been a slight improvement in consumer 
sentiment especially in Indonesia reinforced  
by the accelerating vaccine rollout.

However, Thailand’s consumer confidence was 
dented, likely as a response to a recent wave in 
infections. It is the only country of the four nations 
analyzed which has seen both an increase in 
respondents between August 2020 and April 2021 
who believe the worst of coronavirus is still ahead, 
as well as an increase in respondents who still 
believe the world is in serious danger.

The most recent wave of infections in Thailand 
began to emerge around April 2021, which 
correlates to the changing consumer sentiment 
evidenced in this study. It is believed that the 
current wave is driven by the COVID-19 Delta 
variant, with infection rates amplified by the 
national Songkran holidays.

Vietnam’s third wave began to emerge in early 
May, and is also believed to be driven by a new, 
more infectious hybrid variant. The timing of this 
emerging infection wave means it is not reflected 

in the consumer sentiment studies, and caution 
should be applied in that regard. Vietnamese 
respondents did evidence an increase in the belief 
that the world is in serious danger between  
August 2020 and April 2021, and this could be 
attributed to the worsening situation of regional 
peers.  

THE SITUATION CONTINUES TO EVOLVE

Analysis of identified cases, mortality, and 
consumer sentiment reveals a rapidly evolving 
and dynamic situation on the ground in Southeast 
Asia. Consumer sentiment remains muted, 
although there are early signs of improvement  
in individual countries. 

Disease progression in the region remains highly 
dynamic at the time of writing, with emerging 
and more infectious variants ensuring a precarious 
position even in nations such as Vietnam which 
have performed impressively well in mitigating  
the impact of COVID-19 throughout the pandemic.

The potential for future outbreaks remains, 
balanced against a potentially weary populace  
and increasingly infectious variants. Close 
monitoring through consistent, comprehensive 
testing regimens to ensure informed 
understanding of the progression of infection 
remains of critical importance given  
the uncertain outlook.
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3.2 ECONOMIC IMPACT

Key takeaways

  After years of promising growth, all Southeast Asian countries that we analyzed  
experienced a significant negative swing in GDP in 2020; 2 to 16 percentage points  
lower than pre-pandemic expectations

  A range of situations was seen within Southeast Asian countries e.g. Vietnam GDP  
still grew 4.2% while Philippines and Thailand GDP shrank 9.5% and 6.1% respectively

  Financial insecurities amongst consumers remain high, with expectation of a recession  
and low financial security curbing consumer spending

  Unemployment has risen in Philippines and Indonesia, while Thailand and Vietnam 
ostensibly reveal relatively stable unemployment rates

GDP GROWTH SEES NEGATIVE SWING 

Southeast Asia has been a growth success 
story over recent decades, and pre-pandemic 
projections for 2020 had indicated this was set      

to continue. COVID-19 put an end to this period  
of promising growth, with all countries in  
the region experiencing significant negative 
swings in economic performance. [Exhibit 5]
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1. Triangulated from the listed sources. Projections were made in 2019. 2. Actual GDP growth shown, where available. 
3. Constant 2010 USD 4. Based on current prices
Source: IMF, World Economic Outlook Databases; Asian Development Bank; The Economist Intelligence Unit; World Bank, BCG analysis.

EXHIBIT 5: ALL COUNTRIES EXPERIENCED 
A HUGE DECLINE IN GDP EXCEPT FOR VIETNAM
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Philippines experienced the greatest swing —  
from a projected positive GPD growth of 6.1%, the 
GDP contracted by 9.5%, more than double the 
global average. As the nation with the highest 
per capita caseload and positivity rate in the 
region, Philippines also took more extreme action 
with implementation of strict lockdowns, which 
likely had a consequent impact on its economic 
performance.
 
Indonesia sought a path with less stringent 
restrictions than neighboring Philippines, seeking 
to maintain more standard economic activity while 
treading the tightrope with its infection waves. This 
likely contributed to a less significant economic 
impact of a 2.1% GDP contraction.

Thailand experienced the second largest 
contraction in GDP in 2020 of the four nations 
analyzed in this report, shrinking by 6.1%. 
International travel restrictions meant that 
Thailand’s large hospitality industry contracted 
sharply in 2020 while the nation also experienced 
lockdowns which saw many key industrial clusters 
closing due to virus restrictions. At the same time, 
global demand for key Thai products in industries 
such as automotive had a further impact on 
economic performance, and have been slow  
to recover. On the bright side, Thailand’s  
food exports remained resilient during  
the current pandemic.

In contrast however, Vietnam — with its robust 
targeted testing and virus control measures  
— was the only nation in the region to exhibit 
positive GDP growth in 2020, although the pace 
significantly dropped from an expected 6.5% GDP 
growth to 4.2%. The nation’s short, sharp, targeted 

lockdown measures enabled it to maintain near-
normal economic activities for much of the year, 
although with strict travel control measures that 
limited its important tourism sector. 

Economic impacts varied across the year, as virus 
waves and resultant restrictions sharply affected 
output. Negative impact for most industries was 
particularly sharp in the second quarter (Q2), 
when initial infection rates challenged economic 
activity in markets across the region. The case of 
Q2 performance in Philippines acutely illustrates 
this impact, with Q2 2020 exhibiting a year-on-year 
decline of 17%.5 

While 2020 was a year of significant economic 
contraction, current projections are that 2021 will 
see a return to growth for the nations of Southeast 
Asia.6 It is expected that economies will return to 
previous growth rates, assisted by a low initial base 
resulting from the negative economic conditions 
of 2020. GDP growth rate in the Philippines is 
forecast to be between 5.9% and 6.9% in 2021,7 
comparable to the 6% growth the country 
evidenced in pre-pandemic 2019. 

The economic situation remains volatile across 
the region, and will be heavily impacted by the 
trajectory of infections and vaccination rollouts.  
As such, changes to the economic outlook can  
be expected if future outbreaks emerge, persist, 
and grow. 

CONSUMERS ARE WORRIED  
ABOUT FINANCES

The ongoing pandemic and its economic impacts 
have fueled financial insecurities in consumers, 

5 Philippine Statistics Authority.
6 Economist Intelligence Unit; International Monetary Fund; World Bank; Asian Development Bank.
7 The Economic Intelligence Unit; IMF, World Economic Outlook Databases; World Bank.
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with citizens across the region evidencing 
fluctuating but broadly pessimistic views of 
financial conditions over the past 12 months. 
While some small improvements have been seen 
in the latest analysis from April 2021, the overall 
outlook remains one of uncertainty and insecurity. 
63% of respondents in Indonesia still expect a 
recession, however, there has been a positive shift 
between May 2020 and April 2021, with the share of 
respondents believing there will be a recession due 
to COVID-19 falling from a previous high of 85%. 
That 22 percentage point improvement is the most 
significant positive shift in the region.

Philippines and Vietnam have seen fluctuating 
confidence, with confidence worsening between 
May 2020 and August 2020 but improving slightly 
between August 2020 and April 2021. Thailand, 
on the other hand, has evidenced insecurity 
rise over the last nine months, with the share of 
respondents fearing a recession due to COVID-19 
rising from 82% to 87%, in line with growing 
infection numbers as the nation’s third wave 
emerges.

Similarly more than half of the respondents in 
every country remain worried about their personal 
finances. The overall negative sentiment towards 
personal finances along with the fear of recession 
impacts consumer spending; having an adverse 
impact on the overall economy. 

HOSPITALITY, TRADE, AND  
TRANSPORT HIT HARDEST

While economic impacts were widespread  
and broad across economies, there are clear 
indications that some industries fared worse than 
others during 2020. In order to understand this 
shift and identify the impacts on specific sectors, 
we looked at the change in GDP by sector. We 
first analyzed the change in GDP growth for each 
sector by comparing growth rates of 2019/2020 
versus previous year growth rates of 2018/2019, 
and then weighted the change with the GDP 
contribution  
of each sector. 

This enables us to identify the largest swings  
in economic activity, and the total GDP swing  
for each sector. [Exhibit 6]

Weighted 
impact on 
GDP change

= X
(2020 sector 
growth - 2019 
sector growth)

Sector GDP 
contribution
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1. Note that the GDP breakdowns of both 2020 and 2019 were used to maximize accuracy of weighted  GDP impact calculations.

EXHIBIT 6: CALCULATING THE WEIGHTED GDP 
IMPACT ALLOWS FOR THE INFERENCE OF THE IMPACT 
OF COVID-19 ON EACH ECONOMIC SECTOR
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AMONGST THE WORST HIT ACROSS THE REGION
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1. Weighted impact on GDP: based on change in GDP growth ('20/'19 vs. '19/'18), weighted by GDP contribution of each sector.
Note: Sectors are listed in decreasing order of GDP contribution.
Source: Office of the National Economic and Social Development Council, Thailand; Oxford Economics; Statistics Indonesia; 
General Statistics Office of Vietnam; BCG analysis.
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1. Weighted impact on GDP: based on change in GDP growth ('20/'19 vs. '19/'18), weighted by GDP contribution of each sector.
Note: Sectors are listed in decreasing order of GDP contribution.
Source: Office of the National Economic and Social Development Council, Thailand; Oxford Economics; Statistics Indonesia; 
General Statistics Office of Vietnam; BCG analysis.

Hospitality, trade, and transport exhibit the most 
significant contractions during this period, heavily 
influenced by national lockdowns and virus control 

measures that often limited travel, closed tourism 
and hospitality venues, and reduced consumer 
confidence. [Exhibit 7]
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Economies with a higher share of GDP derived 
from heavily-impacted sectors such as hospitality 
and tourism experienced a more significant 
economic contraction as a result of COVID-19. 

Thailand was particularly hard hit by the global 
shutdown of tourism, which accounted for as 
much of 20% of its GDP in 2019 when taking 
into account direct and indirect contributions.8 
Border closures and lower economic activity also 
impacted the transportation sector. In addition, 
lockdown disruptions, restrictions, and lower 
demand from markets such as Philippines and 
Indonesia curbed the performance of the Thai 
automotive manufacturing segment.

Philippines is another nation negatively affected 
by a reliance on a major sector which saw 
significant contraction in 2020. The wholesale  
and retail trade sector contributes roughly 20%  
of national GDP, and was substantially impacted 
by falling consumer sentiment, movement 
restrictions, stringent lockdowns, and a global 
slowdown in trade. In addition, community 
quarantine measures significantly hampered the 
construction sector especially in Q2 2020,  
while reallocation of government resources  
to address the challenges in the health sector  
also created headwinds.

Indonesia, having not imposed a complete 
lockdown during the pandemic saw a smaller 
contraction in its wholesale and retail trade 
sector compared to Philippines. However, partial 
lockdowns and general withdrawal of consumer 
spending hurt the segment. Furthermore, 
similar to Philippines, reallocation of government 
spending hurt the construction segment in 2020.

In Vietnam, along with the hospitality sector 
which contracted due to lower international and 
domestic travel, the mining sector was the hardest 
hit. Global drop in demand for its mining products 
such as coal hurt the sector.

Some sectors have remained resilient during the 
pandemic, although these sectors did vary from 
country to country. The reasons for such resilience 
are complex, but can be largely categorized into 
one of two factors:

• Evolving pandemic trends 
Some sectors not only weathered the storm of 
the pandemic, but benefited from significant 
shifting consumer and business trends that 
emerged during COVID-19. This includes areas 
such as rapid growth in e-commerce, and shift 
to virtual working and services. The Indonesian 
ICT industry is an example of such a sector, 
which exhibited GDP growth despite the 
broader economic challenges of the pandemic.  

• Robust government support 
Some key sectors witnessed significant 
national support during the pandemic, with 
large volumes of both public and private sector 
investment employed to enhance resilience. 
Vietnam’s health and social services sector 
is a clear beneficiary of such measures and 
exhibited GDP growth.

It is clear that going forward countries will need 
to employ robust stimulus measures to accelerate 
recovery, with a targeted approach that includes 
sector-specific support for those sectors hardest 
hit by the impacts of the pandemic. 

8 Wiriyapong, N. 19 April 2021. ‘Tourism revival in doubt again’. Bangkok Post. Retrieved from https://www.bangkokpost.com/
business/2101643/tourism-revival-in. 
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UNEMPLOYMENT IS RISING 

Unemployment has risen across the region, 
excluding Vietnam. Philippines and Indonesia  
are the two hardest hit in the region, with 
the former suffering from challenges around 
repatriation of Overseas Filipino Workers (OFWs) 
due to widespread global shutdowns which 
curtailed their overseas employment. As a 
consequence, Philippine’s unemployment  
rate went over 10% in 2020.

Alongside the return of many unemployed OFWs, 
strict national lockdowns in the Philippines to 
tackle significant community spread of COVID-19 
impacted sectors such as construction, trade, and 
many service industries throughout 2020. 

Thailand and Vietnam experienced relatively 
stable unemployment rates in 2020, although 
there was a slight uptick of unemployment  
in Thailand. The figure in Thailand may be 
obfuscated somewhat as some people might not 
report that they lost their employment, owing to 
a lack of targeted social support policies making 
registration largely obsolete. The Thai government 
therefore enacted policies to support  
affected workers.

There is evidence that the impact in Thailand 
is more severe than the unemployment rate 
suggests. An estimated 7.5 million9 workers in the 
country experienced first-hand disruption, ranging 
from reduced income to loss of employment.  

This puts them at risk of joining the nation’s 
‘working poor’: those unable to earn an income 
sufficient to keep them above the international 
poverty line, according to analysis by the 
International Labour Organization (ILO). 

The pandemic job shift has also highlighted 
an interesting trend in perceived business 
responsibility in Southeast Asia. While many 
people lost their jobs during the pandemic, 
analysis reveals that Small and Medium-Sized 
Enterprises (SMEs) — particularly smaller 
businesses in the informal sector — enacted 
measures that attempted to retain staff with 
evolving working conditions such as reduced 
hours or reduced pay rather than making them 
unemployed. [Exhibit 8]

This trend is particularly strong in Thailand, where 
just 2% of informal businesses responding to our 
survey10 mentioned they retrenched staff. Despite 
continued challenges throughout the pandemic, 
and significantly reduced revenue streams, smaller 
businesses evidenced a social obligation to retain 
staff. In Thailand, despite the severity of the impact 
of informal businesses, 90% of them did not let go 
of any of their staff, instead opting for reducing 
working hours or salary cuts, and 8% of them 
enacted longer leaves of absence. A beauty clinic 
in Thailand interviewed for this research noted 
“My employees are my friends, and did not cause 
me these problems,” espousing a sentiment that 
seems reinforced by the wider research.

9 ILO. 15 June 2020. ‘COVID-19 employment and labour market impact in Thailand’. Retrieved from https://www.ilo.org/asia/
publications/labour-markets/WCMS_747944/lang--en/index.htm. 
10  JICA-BCG Informal Sector Survey (n=1200), April 2021, 'What has been the impact of the COVID on your employees?'
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EXHIBIT 9: REMITTANCES HAVE DECLINED

1. 93% of Overseas Filipino Workers (OFWs) in Western Asia are based in Kuwait, Qatar, Saudi Arabia, and UAE.
Source: Bangko Sentral ng Pilipinas; Philippine Statistics Authority; Official Gazette; stakeholder interviews; press search; BCG analysis. 
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Note: Question is 'What has been the impact of COVID-19 on your employees?'
Source: JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis. 

EXHIBIT 8: BUSINESSES IN THE INFORMAL SECTOR 
TRIED TO PREVENT RETRENCHING OF EMPLOYEES

Social culture to keep employees under reduced pay vs. letting them go
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EXHIBIT 9: REMITTANCES HAVE DECLINED

1. 93% of Overseas Filipino Workers (OFWs) in Western Asia are based in Kuwait, Qatar, Saudi Arabia, and UAE.
Source: Bangko Sentral ng Pilipinas; Philippine Statistics Authority; Official Gazette; stakeholder interviews; press search; BCG analysis. 
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Deep Dive 
Philippines

Gross National income (GNI) in the Philippines  
has also been uniquely affected by the return 
 of Overseas Filipino Workers (OFWs). Many were 
employed as seafarers, in the hospitality sector, 
or in construction in Western Asia;11 all sectors 
that have been hit especially hard during the 
pandemic. As a consequence, remittances  

from OFWs declined by 5% in 2020 compared to 
the previous year. Further as many OFWs returned 
to Philippines, not only a major source of national 
income was lost, but it also increased the nation’s 
unemployment levels with many OFWs looking  
for jobs at home [Exhibit 9].

11 Bangko Sentral; Philippine Statistics Office
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Indonesia also experienced a significant rise 
in unemployment during 2020, up from ~5% 
to ~7%. Indications are that the growing share 
of unemployment fell more heavily on older 
age segments, although in absolute terms 
unemployment remains highest amongst the 
youngest population — a national issue which 
remains a key focus of public discourse. Older 
workers are harder to reskill and generally earn 
higher wages making it more difficult to retrain 
them and bring them back to the workforce.
[Exhibit 10.]

There was a notable uptick in workers in the 
informal sector in Indonesia in 2020, rising from 
57% of the labor force in February 2020 to 60% in 
August 2020, a level which was sustained through 
to February 2021. A large rise was seen in the 
number of family and unpaid workers in the labor 
force during this time, increasing by 3 million from 
17% in February 2020 to 19% by February 2021, likely 
indicating the challenging trading conditions and 
revenue pressures for businesses. 

Deep Dive 
Indonesia

The government of Philippines has introduced a 
number of initiatives with the aim of supporting 
OFW returnees. This includes PHP 3 billion 
invested in cash-for-work programs and 
unemployment assistance and PHP 820 million 
targeted at repatriation-related expenses allocated 

to the Office of Migrant Workers, Department 
of Foreign Affairs. There have also been actions 
undertaken to ramp up infrastructure projects in 
order to stimulate employment and provide hiring 
opportunities for out-of-work OFW returnees.
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EXHIBIT 10: UNEMPLOYMENT RATE CLIMBED 
PARTICULARLY FOR OLDER-AGE SEGMENTS, MANY 
PEOPLE SWITCHED TO INFORMAL WORK INSTEAD

Employment in older-age groups have been more adversely impacted

Informal sector saw an uptick as formal workers who were laid off took on informal jobs

1. Includes those in agriculture and non-agriculture industries. 2. Includes contractors e.g., ride-hailing app drivers. 
Source: Statistics Indonesia; Statisa; International Labour Organization; press search.
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3.3 GOVERNMENT POLICIES

Key takeaways

  COVID-19 will continue to be the leading government challenge in 2021, driven by focused 
public concern

  Governments have been forced to navigate a challenging balance between the economy 
and healthcare impacts

  Four key themes have been identified for effective pandemic response: government 
preparedness and response, access to all communities, people's trust in the system  
and adherence, and quality of the healthcare system

-10.7

EXHIBIT 11: COVID-19 HAS ECLIPSED ALL OTHER CITIZENS’ 
AGENDA, INCLUDING CORRUPTION

Note: Question text: (left) "Which of the following do you think was the most pressing issue in Indonesia before the COVID-19 pandemic?"; 
(right) "What will be the most important issue facing the country one year from now?". Respondents that indicated "Other" are excluded.
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.

Before the pandemic, various issues
occupied the public's mind

But COVID-19 has eclipsed all other 
issues and will likely remain at 
the forefront of the public's concerns

Poverty

COVID-19

Economy

Corruption

Lack of access to healthcare

Unemployment

Pollution/climate change

Political situation

Education

Inflation

Lacking infrastructure

% of respondents,
on most pressing issues before COVID-19 

% of respondents,
on most important issue one year from now

Change 
in pp

21.4%

16.7%

14.2%

12.2%

10.8%

7.5%

7.2%

4.1%

3.2%

2.9%

2.9%

1.5%

10.9%

6.0%

3.7%

3.7%

9.2%

2.5%

1.2%

26.7%

31.6%0.0%

-1.7

-0.7

-1.2

-3.5

-6.0

-7.1

-3.0

-3.3

+31.6

+5.3



HEALTH,  ECONOMY,  GOVERNMENT POLICY AND VACCINATION

33

BUILDING RESILIENCE

COVID-19 has delivered an unprecedented  
challenge for governments across the region. It is 
firmly front-of-mind for citizens, and transforming 
public perception of both government 
performance and priorities. [Exhibit 11]  
Tackling the pandemic and its consequent 
impacts will remain a priority for decision makers 
in the coming year and beyond.

Prior to the COVID-19 pandemic, the focus of 
public concern in the region was largely targeted 
at economic performance, corruption, and 
unemployment. COVID-19 has triggered a seismic 
shift in those perceptions, and now presents the 
most pressing concern for citizens, with almost 
one-third of regional respondents (31%) citing it  
as their primary concern for the next 12 months. 

The economic impacts of COVID-19 also feature 
heavily in this analysis. While the economy was 
previously the leading concern for the region’s 
citizens, this primary focus has experienced a 
5.3 percentage point increase, and is now front-
of-mind for 26.7% of respondents. It seems clear 
that consumers fear that COVID-19 will continue 
to have a major economic impact, echoing the 
consumer sentiment shifts previously highlighted 
for the past 12 to 18 months. The higher concern 
about COVID-19 will also have an impact on 
what will influence consumers views of their 
governments; governments that are more effective 
in their pandemic response are likely to see an 
improvement in people’s trust.

The pressing issues of COVID-19 and consequent 
economic impacts have taken clear precedence 
over prior concerns about corruption, access  
to healthcare, and climate change. Each of  
these three measures has seen more than a  
5 percentage point decrease, with corruption 

demonstrating the most significant shift — falling 
more than 10 percentage points.

These changing priorities create new pressures 
for governments — shifting away from traditional 
efforts to improve the economy while tackling 
corruption, to instead amplifying the need to 
ensure appropriate management of COVID-19, its 
impacts, and the ultimate economic ramifications 
of the pandemic.

Governments have difficult policy decisions 
to make, compounded by a volatile and fast-
changing infection scenario and shifting global 
conditions. Hence, during the study we engaged 
with key stakeholders and experts in each country 
to identify key drivers that governments can 
focus on for effective pandemic management. 
Based on their inputs, we have identified four 
key dimensions which form the foundation for 
successful policy making to deliver effective 
pandemic resilience: government preparedness 
and response, access to all communities, people’s 
trust in the system and adherence, and quality of 
the healthcare system.

GOVERNMENT PREPAREDNESS  
AND RESPONSE 

Government preparedness and response is  
critical to ensure effective and timely interventions  
to protect citizens and mitigate the impacts  
of the COVID-19 pandemic.

Governments should ensure that appropriate 
legislative guidelines are in place to empower 
responsive and centralized decision making  
and communication. This allows decision makers 
to act quickly, in an agile environment, ensuring a 
necessary speed of response critical to tackling  
a highly infectious disease.
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Invoking the Communicable Diseases Act in March 
202012 provided Thailand’s Ministry of Public Health 
(MOPH) with an established framework for a 
centralized decision-making body under the Prime 
Minister. It enabled timely intervention through 
nationwide policies such as lockdowns and 
contract tracing, essential to breaking chains of 
infection and reducing the risk posed by COVID-19. 

This legislation provided officers with legal 
authorization to order important infection control 
interventions such as testing and diagnosis 
of suspected COVID-19 patients, isolation or 
quarantine measures of identified cases, and 
controlled observation of patients. 

Navigating the careful balance between policies 
which directly impact economic activity, and 
measures to protect the health of citizens, is 
extremely challenging, and requires careful 
consideration. Ultimately, protecting health is the 
most active way to protect wealth. If the wrong 
strategy is implemented, these two priorities can 
come into conflict. 

Appropriate government preparedness and 
successful responses to tackle COVID-19 help 
generate public trust, making them fundamental 
to sustainable compliance of wider infection 
control measures such as contact tracing  
and vaccination.

In Indonesia there has been increase in net trust 
amongst the population, 43% of respondents in 
our survey in April 2021 indicated that they trust 
their government more than in the previous  
12 months. This comes during a period where 
vaccine rollout has been established, and in  
which daily cases had declined by 60%.13

ACCESS TO ALL COMMUNITIES

Governments with high levels of community 
engagement, and the ability to rapidly engage  
and deploy volunteers, were able to effectively 
reach the majority of the population which is 
key to tackling COVID-19 outbreaks. 

In Thailand, over one million village health 
volunteers were engaged to support public  
health measures over the course of the pandemic. 
These volunteers provided key support through 
health surveys, collecting data, maintaining  
family records, and promoting disease  
prevention campaigns. 

Access to communities enables a government 
to quickly relay key health and infection control 
messages to the population, often supported by a 
disaggregated approach that can target all income 
classes, cultures, and communities. This approach 
supports targeting beyond more concentrated 
urban areas, with persistent community 
engagement helping to boost communication  
in rural communities. 

Such an approach is particularly critical in 
countries as diverse and geographically dispersed 
as Philippines and Indonesia — home to 
approximately 6,000 inhabited islands — as it 
helps overcome substantial logistical challenges 
for centralized governments seeking to engage 
communities on-the-ground. 

PEOPLE’S TRUST IN THE SYSTEM AND 
ADHERENCE

Trust is fundamental to an effective pandemic 
response. If citizens trust in the system, they are 

12 Department of Disease Control Thailand. 1 March 2020. ‘Measures under the Communicable Diseases Act B.E. 2558 (2015) to control 
the Coronavirus Disease 2019 or COVID-19’. 
13 Worldometer; JICA-BCG Consumer Sentiment Survey (n=4000), April 2021.
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far more likely to follow the measures enacted by 
governments. Without this trust, governments risk 
low engagement with communication and  
non-compliance with key infection control methods.

“The rules on masks and shutting down infected 
areas are good for us. We need to work as one 
system,” said an embroiderer, interviewed during 
this research.

Citizens in Vietnam evidenced the greatest 
increase in trust during the pandemic — 
something we explore in detail in our Vietnam 
Deep Dive — largely driven by perceived positive 
government performance. Analysis of citizen 
sentiment indicates that trust in the government 
saw a net 56% increase in the 12 months preceding  
April 2021. [Exhibit 13] This public trust correlated 
with high public adherence, with 83% of 
respondents indicating they closely followed public 
health protocols mandated to control the virus.

Analysis of consumer sentiment across the nations 
studied illuminated several other key elements 
which underpinned public trust — open and 
transparent communication of policies, and 
quick responses to rapidly developing situations. 
In Indonesia, one office worker from Jakarta noted, 
“I think the government’s policy is quite good 
with implementing lockdowns, limiting mobility.  
I think they worked quite well, and the 
information is spread to the public.”

The unpredictability of COVID-19 infection surges 
is one area with significant impact on trust levels. 
We observed lower trust levels, and more negative 
shifts in consumer sentiment, in countries at the 
point a new wave of infections rapidly emerged, 
more so than in countries where cases continued 
to evolve at a steadier rate.
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QUALITY OF THE HEALTHCARE SYSTEM

Southeast Asian countries realized the limitations 
of their healthcare systems in dealing with 
the COVID-19 pandemic at an early stage. This 
pragmatic look at healthcare capacity and 
accessibility required governments to plan 
accordingly to design infection and mitigation 
measures that recognized this local landscape. 

Per capita healthcare spending in all four countries 
analyzed is significantly lower than the global 
average of USD 1100 per capita.14 Thailand — the 
highest spender of the four — spends USD 276 
per capita, less than a quarter the global average. 
Healthcare spending in absolute terms in  
China — a fellow upper-middle-income country — 
is almost twice that of Thailand, and approximately 
three times that of middle-income Indonesia, 
Philippines, and Vietnam. 

With lower levels of healthcare spending, early 
interventions targeted at reducing infection spread 
and flattening the curve to reduce the burden on 
healthcare systems were critical. This is particularly 
true for rural areas, and an acute challenge in 
nations like Indonesia and Philippines, where 
dispersed geographical populations and large 
numbers of island inhabitants adds even greater 
complexity to healthcare access. 

In Philippines, physical access to healthcare  
is a notable problem for citizens in areas such as 
the Bangsamoro Autonomous Region. More than 
half (52%) of the women aged between 15 to 49 
responded to a 2017 study15 by citing distance as a 
problem for healthcare access.

14 World Bank. ‘Current health expenditure per capita’. Retrieved from https://data.worldbank.org/indicator/SH.XPD.CHEX.PC.CD. 
15 Philippine Statistics Authority. 2018. ‘National Demographic and Health Survey 2017.’ Respondents were women aged 15 - 49.

EXHIBIT 12: PANDEMIC RESPONSE WAS RATED 
SECOND-BEST GLOBALLY

Source: Lowry Institute. Covid Performance Index - 
as of 9 January 2021. 

Source: Blavatnik School of Government, University of Oxford. 
COVID-19 Government Response Tracker. 
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Vietnam has been a top global performer in 
responding to the COVID-19 pandemic, and 
evidenced the best outcomes of any country in 
the Southeast Asia region to date, although it is 
facing new challenges with emerging infection 
outbreaks. In January 2021, independent 

commentary has identified Vietnam’s pandemic 
response as the second-best globally, driven by 
early introduction of restrictions in January 2020, 
robust quarantine and control measures, and 
responsive interventions to new emerging 
outbreaks. [Exhibit 12]

EXHIBIT 12: PANDEMIC RESPONSE WAS RATED 
SECOND-BEST GLOBALLY

Source: Lowry Institute. Covid Performance Index - 
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16 World Bank. Gini index. Retrieved from: https://data.worldbank.org/indicator/SI.POV.GINI. 

Vietnam’s relative success offers valuable lessons 
to inform an effective pandemic response. Trust 
in government has been a key indicator, and one 
which analysis reveals correlates to income equality. 
Research by the World Values Survey indicates that 
lower inequality correlates with higher levels of 
trust within a system. With a rating of 35.7 on the 
Gini16 index — an established measure of income 
inequality — compared to 41.4 in the United States, 
and 42.3 in Philippines, Vietnam saw clear trust 
benefits going into this crisis. 

The case of Vietnam supports the case that higher 
trust yields higher adherence to government 
and social policies critical to tackling COVID-19. At 
the same time, positive performance feeds back 
into that trust as part of a self-reinforcing cycle, 
creating a welcome synergy between adherence 
and trust in government.  

Vietnamese consumers evidenced the greatest 
positive shift in trust during the pandemic of the 
four countries analyzed in this study, with a 56% 
net increase in positive sentiment. This correlates 
to the greatest adherence to public health 
protocols of any nation studied, with 83%  
of respondents following these measures.  
[Exhibit 13] 

Better crisis management delivers stronger trust  
in institutions, which in turn drives higher 
adherence to protocols that feeds into improved 
crisis management. A local salesperson 
interviewed during this study noted, “Government 
is like the parent and we are the children. The 
whole family is facing this challenge together.”

EXHIBIT 13: VIETNAM’S EFFECTIVE CRISIS
MANAGEMENT GENERATES TRUST

Net % of respondents 
who increased their 
trust in the national 
government

% of respondents who
indicate protocols are 
adhered to closely

Note: Questions asked: (top) "Thinking about last 12 months, what describes the shift in your opinion about trust on national government in 
your country?"; (bottom) " To what extent have people around you been adhering to the measures that have been put in place by the 
Indonesian government over past 3 months?"
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis. 
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Speed of response has also been a critical 
determinant of success during the COVID-19 
pandemic. Hesitation can quickly see infections 
spiral upwards. Governments need to mobilize 
quickly to tackle outbreaks as they emerge.  
In Vietnam, proactive testing linked to contact 

tracing was a key priority, in comparison to other 
countries where testing strategies were largely 
based on reactively testing patients and close 
contacts only when symptoms were identified. 
[Exhibit 14]

Vietnam’s deep access to communities also 
allowed timely and effective government 
intervention in 2020, with credible and trusted 
communication across all communities. This 

was particularly important in targeting rural 
communities whose access to healthcare made 
them relatively more vulnerable to the impacts 
of COVID-19. 

EXHIBIT 13: VIETNAM’S EFFECTIVE CRISIS
MANAGEMENT GENERATES TRUST

Net % of respondents 
who increased their 
trust in the national 
government

% of respondents who
indicate protocols are 
adhered to closely

Note: Questions asked: (top) "Thinking about last 12 months, what describes the shift in your opinion about trust on national government in 
your country?"; (bottom) " To what extent have people around you been adhering to the measures that have been put in place by the 
Indonesian government over past 3 months?"
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis. 
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The government leveraged a system of 
loudspeakers — originally installed for war-time 
communications — in local communities as a 
bridge between government communication 
and local residents. This is a particularly valuable 
platform to engage elderly segments who may 
not be as active through other channels. 

As well as using these traditional communication 
methods, Vietnam’s National Institute of 
Occupational Safety and Health leveraged 
trending digital platforms to deliver vital COVID-19 
messaging. The agency’s release of a song on 
TikTok designed to inform about handwashing 
and COVID-19 health precautions was largely 

celebrated as a success, and sparked a viral dance 
challenge on the platform that further amplified 
this key message.

Another important area of intervention in Vietnam 
was in the introduction of targeted support to 
informal sectors most at risk of being missed 
by stimulus measures. Vietnamese informal 
sector businesses received on average 1.6 types 
of assistance from the government in forms of 
loans, rent reduction, tax exemptions, and other 
fiscal support, which was higher than the level of 
assistance seen in peer countries in the region. 
[Exhibit 15]

EXHIBIT 15: VIETNAM PROVIDED EFFECTIVE SUPPORT
TO INFORMAL BUSINESSES

The country also provided more assistance (e.g. tax payment delays, cash assistance, 
training programs) to informal businesses compared to other SEA countries

Average no. of assistance per business
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Philippines

Note: Question is 'If you received assistance from the government, what type of assistance did you receive?' Examples of assistance 
include bill and tax payment delays, bill forgiveness, cash assistance, grants and subsidies, employee wage support, loan guarantees, 
loan programs, rent reduction, tax exemption/reduction, training programs.
Source: JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis. 
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EXHIBIT 15: VIETNAM PROVIDED EFFECTIVE SUPPORT
TO INFORMAL BUSINESSES

The country also provided more assistance (e.g. tax payment delays, cash assistance, 
training programs) to informal businesses compared to other SEA countries
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Source: JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis. 

VACCINATION
 
With emerging new waves of infections, countries 
are once again facing growing case numbers in an 
already stretched healthcare system. Vaccination 
coverage is critical in delivering a sustainable 
return to the new post-pandemic normal.

Detection of new variants in Southeast Asia has 
intensified the need to rollout vaccines. This is 
particularly true in the case of variants which 
evidence higher transmissibility and greater 
infection potential — Alpha, Beta, Gamma, Delta  
— or which show indications of resulting in higher 
rates of hospitalization and death - Beta, Gamma. 
[Exhibit 16] 

Philippines experienced a rapid rise in cases soon 
after the Beta variant was detected in March 2021, 
and a recent rise in cases in Vietnam is likely tied 
to identification of the Delta variant and other 
hybrid variants shown to be present in the country.  
The lower availability of specialized sequencing 
laboratories in Southeast Asia also makes it harder 
to accurately identify the spread of new and 
existing variants of concern. 
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Source: Centers for Disease Control and Prevention, US; WHO; Public Health England; Department of Health, Philippines; news articles.  

EXHIBIT 16: EMERGENCE OF NEW VARIANTS 
CREATES DIFFICULTIES IN MANAGING THE PANDEMIC
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EXHIBIT 17: COUNTRIES ARE AT DIFFERENT LEVELS 
ON VACCINE SOURCING

1. Likely secured doses based on publicly available data (formal or informal agreements). 2. Singapore govt. announced sufficient supply 
available to vaccinate 100% of population.
Source: As per end of May 2021. 
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EXHIBIT 17: COUNTRIES ARE AT DIFFERENT LEVELS 
ON VACCINE SOURCING

1. Likely secured doses based on publicly available data (formal or informal agreements). 2. Singapore govt. announced sufficient supply 
available to vaccinate 100% of population.
Source: As per end of May 2021. 
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Philippines and Indonesia experienced higher 
case numbers earlier in the pandemic, with 
subsequent waves of infections building a higher 
caseload through 2020 and early 2021. These two 
countries are also those that took action to speed 
up their vaccination procurement and rollout 
strategies. We estimate that secured doses cover 
85% of the population in Philippines, and 112% 
of the population in Indonesia based on current 
reports. [Exhibit 17]

With Vietnam and Thailand now facing precarious 
positions owing to new waves of infections, 
vaccination becomes a more significant priority for 
the two countries. We estimate that Thailand has 
secured doses for 57% of the population currently  
— with high reliance on locally manufactured 
AstraZeneca vaccines — while Vietnam has 
secured doses for 60% of the population bolstered 
by locally-produced Nanocovax supplies. 
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EXHIBIT 18: VACCINATION DRIVE NEEDS TO RAMP UP

Note: Target coverage plans are approximations based on published data in press articles, linear ramp up assumed.
Source: Press Search; BCG Analysis.
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Countries in the region have varying plans for 
vaccine rollout, stretching to up to mid-2022, while 

also facing a wide array of unique local challenges. 
[Exhibit 18]
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Vaccine hesitancy is a key concern, and one which 
is particularly acute in Thailand where our research 
shows just 52% of the population expressing 
a willingness currently to take the vaccine. 
Philippines and Indonesia exhibit the least vaccine 
hesitancy, with 68% and 64% of respondents 
respectively declaring a willingness to take a 
COVID-19 vaccine.17 

Vaccine hesitancy is complex, and can be based on 
a range of overlapping factors. Concern about side 
effects is one of the major hurdles, although there 
is evidence that this attitude might vary by vaccine 
offered. One Grab driver in Bangkok interviewed 
for this report noted, “Vaccines are not safe now, 
some vaccines have low effectiveness and there 
are a high number of side effects.” 

There are a number of measures which can be 
undertaken to reduce vaccine hesitancy, although 
evidence emerging from countries with more 
advanced vaccine rollouts is that time is perhaps 
the greatest influence. As time passes, both 
longitudinal data and anecdotal experiences of 
individuals reinforce the safety of vaccines and 
demonstrate the minimal impact of side effects. 
Evidence shows 51% of respondents would be 
more likely to take the vaccine as time passes. 

Another key challenge in the region is the cold 
chain storage limitations of key vaccines like those 
produced by Pfizer. America's Centers for Disease 
Control and Prevention (CDC) recommends that 
this vaccine be stored at minus 60 to minus 80 
degrees Celsius - requiring advanced cold storage 
facilities absent from all but the major cities of  
the region. 

Distribution and coordination of vaccine rollouts 
can also be challenging, particularly in complex 
healthcare landscapes such as that of Indonesia 
and Philippines. Prioritizing vaccine access at scale 
for those most at risk from COVID-19, while also 
ensuring that precious vaccine stock is not wasted, 
requires a sophisticated system to cope with both 
the speed and complexity of implementation. 
The availability of healthcare workers required 
to distribute vaccines can also be a challenge, 
particularly in hospitals already feeling the strain of 
COVID-19 health impacts within the community.

Vaccine hoarding by major developed nations also 
creates supply uncertainty which can undermine 
vaccine rollouts. In high-income countries, 
an estimated one-in-four people have been 
vaccinated as of April 2021,18 far ahead of those in 
less affluent nations struggling to secure supplies. 

17 JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.
18 World Health Organization, April 2021.
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The complex and lingering impacts of the COVID-19 pandemic will trigger long-lasting 
changes in Southeast Asia, broadly represented across six key themes.

IV. IMPACT OF THE PANDEMIC  
AND HOW SOUTHEAST ASIA COPED 

Key takeaways

  The pandemic had a more severe impact on those in lower-income segments
  Several factors contributed to this asymmetric impact — the lower income segment is less 

likely to be able to work remotely, has a higher reliance on public transport, is more likely to 
have a variable income, and more likely to work in negatively impacted sectors

  The negative impact for more vulnerable groups is worsened by the lack of robust social  
safety nets

4.1 MOST VULNERABLE ARE HIT WORST BY THE PANDEMIC

We derived these insights through a combination of 
qualitative and quantitative primary research which 
engaged consumers and informal sector businesses 
in Southeast Asia. The consumer sector primary 
research included 20 focus group interviews,  
80 individual interviews, and a quantitative survey 

with over 4,000 respondents across 2 urban centers 
in each country of study. For the informal sector 
we held 16 focus group interviews, 25 individual 
interviews, and surveyed 1,200 informal sector 
businesses across the capital cities of each country.
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Note: Segments based on BCG’s CCI def. (see appendix), Average HH income per month: Low income: <USD 250, Lower-middle income : 
USD 250 - 750, Upper-middle income: USD 750 - 1300, Affluent: >USD 1300
Note: Question text: (left) “Have you or someone in the immediate family lost a job due to the COVID-19 pandemic?” (middle) “Has your 
income changed due to COVID-19 pandemic?”
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.

EXHIBIT 19: PEOPLE IN LOW-INCOME SEGMENT HAVE 
BEEN MORE STRONGLY AFFECTED FINANCIALLY
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daily needs 
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65%
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51%
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While the pandemic impacted all groups to 
some degree, our research shows that the 
severity was particularly high for those in 
the lower-income segments. These groups  

have been far more vulnerable to the financial 
effects of the pandemic, leading to greater 
challenges. [Exhibit 19]

Citizens in the lowest-income segments were far 
more likely to have lost employment during the 
pandemic, with almost three-quarters (73%) of 
respondents admitting to having lost their job, or 
experienced a family member losing employment. 

The vulnerability to job losses declined notably 
across rising income segments, falling to 53% for 
the affluent segment. While unemployment was 
the greatest evidenced impact, reduction  
in earnings was also apparent. 
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While the impacts of the pandemic are undeniably 
complex, we have identified several key factors 
which triggered this asymmetric impact across 
income groups.

• Job types  
Lower-income groups typically work in roles 
which are far less suited to a transition to 
remote working, making them less resilient 
to pandemic disruptions. While office workers 
in middle-income groups might be able to 
transition to working from home, the same is 
not true for many low-income workers. As one 
employee of a nail spa in the Philippines noted 
during our research, “There is no work… it is 
difficult to go to people’s houses and do  
home service.” 

• Public transport use 
Reliance on public transport among  
the lower-income groups is significantly 
higher than that of affluent populations who 
can afford private transport. One Indonesian 
bank employee noted, “I prefer private 
transportation, but it is out of my budget, so I 
have to use public transportation.” Movement 
restrictions aimed at reducing COVID-19 
spread thus had a disproportionate impact 
on the less affluent, creating difficulties in 
maintaining their livelihoods.  

• Vulnerable income 
A smaller proportion of lower-income workers 
work in roles with regular, fixed income. With 
no steady income agreements, their informal 
working arrangements meant a direct and 
immediate income impact when commercial 

activity was halted. One food shop owner in 
Indonesia said, “We are really struggling... 
sales have decreased and we are not sure 
which products will do well.” 

• Exposure by sector 
People in lower-income segments are more 
likely to work in highly impacted sectors such 
as hospitality and retail, resulting in a higher 
proportional impact on their incomes. One 
coffee stand operator in Thailand highlighted, 
“My sales of coffee have declined from an 
average of 200 cups a day to an average of 
70-100 glasses on a good day.” 

The acute negative impacts experienced by lower- 
income groups in the region are worsened by the 
weak social safety nets in many Southeast Asian 
countries, with minimal social and economic 
protection for vulnerable groups. Prior to the 
COVID-19 pandemic, the average social protection 
in Southeast Asia — excluding healthcare — sat at 
~2.2% relative to GDP, compared to 16.1% in Japan, 
and 18.9% in the US.19 As a result of this minimal 
social protection, financial security and basic 
needs such as food represent a far greater concern 
for low-income segments in Southeast Asia. 

Our research reveals that 70% of poor respondents 
in the region admitted they were not in a secure 
financial position, compared to 45% of those in 
the affluent group. These income challenges have 
also evidenced a knock-on impact for everyday 
essentials, with 65% of the lowest-income group 
worrying they would not have the funds to feed 
themselves or their family, compared to 47% in  
the highest-income group.

19 ILO. Retrieved from https://www.social-protection.org/gimi/gess/WSPDB.action?id=13.
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20 Phillipine Statistics Authority. 
21 Philippine Statistics Authority; press search.

In the Philippines, steep increases in food 
prices during the pandemic hit the low-income 
segment hard. The food price rises were largely 
a result of supply shocks, which triggered year-
on-year inflation of food prices and non-alcoholic 
beverages of 6.2% by January 2021.20

This prompted many communities across the 
country to step in and adopt the concept of shared 
community pantries which were already operating 
in Manila at a smaller scale. The makeshift pantries 
operated on a ‘share what you can, take what you 
need’ ethos, to stave off the growing food crisis in 
impacted communities across the Philippines.  
At least 80 community pantries had been 
established in the Metro Manila area, and more 
than 300 nationwide as of April 2021.21

In contrast, higher-income groups weathered the 
pandemic better as they fared better financially, 
while also showing positive changes in lifestyle 
with higher propensity to work from home and 
take up hobbies during this period. This highlights 
the widening gap between the lower-income  
and higher-income groups brought on by  
the pandemic.
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Key takeaways

  Healthcare facilities are overburdened and under strain from growing COVID-19 caseloads, 
exacerbated by limited pre-pandemic funding levels

  Healthcare avoidance is a major concern in Southeast Asia, with 80% of consumers avoiding 
visits to healthcare facilities for fear of contracting COVID-19

  There is evidence of growing mental health challenges triggered by the pandemic,  
with increases in self-harm and suicide in Thailand and Philippines seen in 2020

4.2 INCREASING RISK OF A PUBLIC HEALTH CRISIS

Healthcare spending was comparatively low in 
Southeast Asia on a global scale prior to COVID-19, 
particularly in Indonesia, Philippines, and Vietnam, 
where annual per capita spend has remained below 
USD 200 over the last decade. [Exhibit 20]  

The proportion of government healthcare  
spending in these three countries is below  
50% of total healthcare expenditure, with the  
lowest public contribution seen in Philippines.
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EXHIBIT 20: HEALTHCARE SPEND IS LOW IN ALL 
FOUR COUNTRIES

Source: World Bank, World Development Indicators; BCG analysis. 

Healthcare spend is low in all four countries, especially for Indonesia, Vietnam and Philippines…

…as government contribution is lower than in Thailand
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EXHIBIT 21: HEALTHCARE CAPACITY BELOW PEERS 
SUCH AS CHINA

Hospital beds per 1,000 population 
(2019 or latest available data)

Physicians per 1,000 population 
(2019 or latest available data)
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Vietnam
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Source: World Bank, World Development Indicators; General Statistics Office of Vietnam; Fitch Solutions, Pharmaceuticals & Healthcare 
Industry Research; press search; OECD; BCG analysis.
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EXHIBIT 21: HEALTHCARE CAPACITY BELOW PEERS 
SUCH AS CHINA

Hospital beds per 1,000 population 
(2019 or latest available data)

Physicians per 1,000 population 
(2019 or latest available data)
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Vietnam
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Source: World Bank, World Development Indicators; General Statistics Office of Vietnam; Fitch Solutions, Pharmaceuticals & Healthcare 
Industry Research; press search; OECD; BCG analysis.

This broadly subdued healthcare spending  
means that healthcare systems in the region  
have relatively low capacity, with availability of 
hospital beds and provision of physicians per 
capita notably below other countries such as 
China. [Exhibit 21] Healthcare challenges in more 
rural and underserved regions can be significantly 
more acute than those in a major urban location. 
These geographically dispersed — and often  

low-income populations — face greater challenges 
accessing appropriate provision of modern 
healthcare. For example, Philippines’ National 
Demographic and Health Survey 2017 revealed 
that women in regions with the highest level of 
poverty reported22 the greatest difficulty  
in accessing appropriate healthcare services  
due to the distance to healthcare facilities.

22 Philippine Statistics Authority. 2018. ‘National Demographic and Health Survey 2017.’ 
23 WHO Indonesia. 27 January 2021. ‘Coronavirus Disease 2019 (COVID-19) Situation Report – 40’.

As a result, when COVID-19 began spreading 
throughout communities in these countries, 
healthcare systems became extremely strained, 
with hospitals and healthcare facilities throughout 
the region reporting high occupancy rates and 

significant shortfall in capacity. For example, bed 
occupancy rates in Jakarta reached 88% during the 
peak of COVID-19 recorded in January 2021.23
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HEALTHCARE AVOIDANCE

Another major challenge emerging during the 
COVID-19 pandemic is growing avoidance of 
healthcare facilities by communities who fear 
contracting the disease. Approximately 80 to 90% 
of respondents to our research in urban areas 

of Southeast Asia reported they had reduced 
visits to hospitals during COVID-19 compared to 
the previous year. [Exhibit 22] One Indonesian 
homemaker noted, “Even though my daughter 
is sick we won't go to the hospital because I'm 
scared of getting infected."

EXHIBIT 22: PEOPLE ARE AVOIDING HEALTHCARE 
FACILITIES AMIDST FEARS OF CONTRACTING COVID-19

Note: Question text: "Have you reduced your visits to health facilities (e.g. clinic, hospital) since the COVID-19 pandemic compared 
to the previous years (also for non–COVID-19–related reasons)?"
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.

% of respondents who have reduced visits to health facilities

79%

88%
85%

81%

Indonesia ThailandPhilippines Vietnam



IMPACT OF THE PANDEMIC AND HOW SOUTHEAST ASIA COPED 

55

BUILDING RESILIENCE

While postponing less urgent procedures might 
contribute to this trend, we observe the behavior 
of healthcare avoidance in even life-threatening 
scenarios, with more than 40% of respondents arguing 
they would not visit healthcare facilities even  
for severe diseases such as TB or HIV. [Exhibit 23]  

With such high levels of healthcare avoidance, 
early detection and treatment of life-threatening 
conditions could be severely hampered, leading 
to more severe outcomes for a wide range of 
diseases.

Alongside direct healthcare avoidance,  
the COVID-19 disease burden on healthcare 
systems may potentially create challenges  
for other vital public health measures.  

Preventative interventions such as vaccinations 
can be negatively impacted by the diversion of 
resources as well as lockdown restrictions. This 
may threaten the long-term improvements seen  
in public health outcomes throughout the region.

EXHIBIT 23: HEALTHCARE AVOIDANCE MAY 
POTENTIALLY LEAD TO A LONGER-TERM HEALTH CRISIS

Note: Question text: "Would you visit health facilities for treatment of virus infection diseases (e.g. Malaria, TB, HIV/AIDS)?"
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.

Indonesia ThailandPhilippines

% respondents who will not visit healthcare facilities for infectious diseases (Malaria, TB, HIV/AIDS) 
or will visit only if symptoms are severe

Vietnam
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40%

51%

47%
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MENTAL HEALTH CHALLENGES

As well as the direct impact on physical health,  
the COVID-19 pandemic and its multifaceted 
impacts risk increasing mental health challenges 
across Southeast Asia. There has been a clear rise 
in mental health difficulties during the pandemic, 
as citizens struggle with the pressures of social 
isolation, financial burdens, and future outlook.

Our research shows that 20-40% of respondents in 
urban areas indicated that their mental health had 
suffered to some degree as a result of the COVID-19 
pandemic. These impacts were higher amongst 
women - who are more likely to be in low-income 
or vulnerable populations. Almost half (49%) of 
women in Thailand indicated their mental health 
had suffered during this period. [Exhibit 24]

EXHIBIT 24: THERE HAS BEEN A RISE IN MENTAL 
HEALTH CHALLENGES DURING THE PANDEMIC

Note: Question text: "How much do you agree with the following statement about your health and behaviour during the COVID-19 
pandemic?” Response: "I feel my mental health is suffering due to the pandemic".
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.
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24 Chin, NC. 18 March 2021. ‘With Southeast Asia's highest suicide rate, Thailand grapples with mental health challenge amid 
pandemic’. Channel News Asia. Retrieved from https://www.channelnewsasia.com/news/cnainsider/high-suicide-rate-region-
thailand-grapples-mental-health-covid-14430142.
25 Domingo, K.17 March 2021. ‘Suicide deaths up 26 percent in pandemic year: PSA’. ABS-CBN News. Retrieved from: https://news.abs-
cbn.com/news/03/17/21/suicide-deaths-up-26-percent-in-pandemic-year-psa. 

In Thailand for example, public health figures 
reveal a 22% year-on-year increase in suicides24 in 
the first six months of 2020, while reported deaths 
due to self-harm increased in the Philippines by 
26% in 2020.25  

With the combined challenges of increased 
system strain, healthcare avoidance, and rise in 
mental health issues, Southeast Asia risks facing  
a public health crisis in the wake of COVID-19 in  
the mid to long term.
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Key takeaways

  Southeast Asia’s informal sector remains a critical pillar of the regional economy, with a 
substantial contribution to GDP while employing a majority of the workforce

  Pandemic disruptions significantly impacted the region’s informal sector, even in nations 
with less pronounced GDP swings

  Our research highlights six key drivers behind this disruption, with the most significant 
being drop in demand, supply disruption and cost rises, and limited financial inclusion

4.3 INFORMAL SECTOR SEVERELY HIT DUE TO COVID-19

The informal sector is a critical component 
of Southeast Asia’s economy. It contributes 
approximately 25 to 40% of GDP in countries of  
the region, while also employing 50 to 60% of the 
labor force. This makes it a major determiner of 
Southeast Asia’s economic performance as well 
as a foundation of employment in the region.

After years of gradual but steady decline as workers 
shifted to more stable roles, the size of the region’s 
informal sector experienced a notable spike in 
2020. Philippines and Indonesia saw the greatest 
increases — with the latter experiencing a five 
percentage point rise in the informal sector’s share  
of employment in 2020. [Exhibit 25]
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36%

Indonesia

EXHIBIT 25: INFORMAL SECTOR GENERATES 25-40% 
OF GDP BUT EMPLOYS 50-60% OF LABOR FORCE

1. Estimates based on existing studies and BCG analysis.
Source: Philippine Statistics Authority; Statistics Indonesia; Asian Development Bank; General Statistics Office of Vietnam; 
Bank of Thailand; BCG analysis. 

Informal sector continues to contribute a large portion of economic activity

Indonesia

Thailand

Vietnam

Philippines

After years of steady decline, % informal labor force has seen a rise during the pandemic 
for most countries

25%

Thailand

37%

Vietnam

33%

Philippines

40%

60%

45%

55%

50%

65%

20162015 2017 2018 20202019

Size of informal sector (% of labor force)

Size of informal sector (% GDP)1



IMPACT OF THE PANDEMIC AND HOW SOUTHEAST ASIA COPED 

60

BUILDING RESILIENCE

1. Based on severity of impact from March 2020 to April 2021.
Note: Question text: "Has COVID-19 had a positive or negative impact on the business?"
Source: JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis. 

EXHIBIT 26: COVID DAMAGED THE INFORMAL SECTOR 
ACROSS ALL FOUR COUNTRIES, EVEN WHEN GDP 
DECLINE WAS NOT SO SEVERE

Up to 75% of businesses have seen negative revenue impact caused by COVID-19
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The COVID-19 pandemic caused a sizeable 
disruption to operations in the region’s informal 
sector — even in countries where the national GDP 
decline was not as severe — revealing an outsized 
impact on the informal sector in all four countries 
analyzed. Our survey indicates that 59 to 74% of 
informal sector businesses saw a negative impact 
on their revenue during the pandemic. [Exhibit 26]

This negative impact was more severe in countries 
which experienced a stronger GDP decline during 
the pandemic. In Philippines — the most negatively 
impacted economy in the region — most informal 
sector businesses revealed a revenue reduction 
of 20 to 50%, as compared to Vietnam — the best 
performing economy — where the most common 
decline seen by the informal sector was 0 to 10%.
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SIX REASONS FOR SEVERE INFORMAL 
SECTOR IMPACT

In the course of this study, we identified six key 
reasons that amplified the impact of the pandemic 

in the informal sector, highlighting acute 
vulnerabilities and high exposure to disruption. 
[Exhibit 27]

EXHIBIT 27: SIX REASONS WHY INFORMAL SECTOR 
WAS NEGATIVELY IMPACTED
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reported a drop 

in demand

Strong reliance on 
suppliers with 

high increase in 
costs and delays 

in delivery

Limited financial 
inclusion – many 
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have limited 
access to 

traditional loans

High compliance 
burden to enforce 

government 
mandated health 

measures – almost 
80% of businesses 

reported this 
impacted their 

operations

Strong 
hesitation 

to retrench staff 
due to social 
responsibility

High 
concentration 

in industries that 
are more exposed 

to pandemic 
impact, e.g. trade, 

transportation, 
and hospitality

321

456

Customers have severely pulled back spending.  
A substantial reduction in consumer demand 
was the top challenge faced by all businesses 
across Southeast Asia, with ~45% of businesses 
surveyed for this research citing it as an issue. 
Consumers are also changing what they buy, 
with consumers switching spending to more 
on essentials, healthcare, and connectivity 

during the pandemic.26 This transformation has 
resulted in rapidly shifting value pools which have 
benefited some traders, but has also driven sharp, 
unexpected downturns for other businesses. 

Strong reliance on suppliers with high  
increase in costs. Most regional businesses 
have strong reliance on established supplier 

26 BCG COVID-19 Consumer Sentiment Survey, 24 July 2020 to 4 August 2020. 
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relationships, and yet between 85 to 95% of 
informal businesses highlight challenges with 
these existing suppliers during the pandemic. The 
primary hurdles faced revolved around increasing 
costs and shipment delays. 

Limited financial inclusion. Low financial 
inclusion is a general problem in Southeast Asia, 
and one which also impacts informal businesses. 
This means they have limited access to traditional 
financial support products such as loans. The share 
of unbanked and underbanked populations in 
Southeast Asia remains high — up to as much as 
70% of the population in some markets.  
[Exhibit 30] Informal businesses are often reliant  
on the generosity of friends or family connections 
in order to access loans for business continuity 
and growth.

High concentration of industries more exposed  
to pandemic impact. Informal businesses in the 
region tend to be concentrated in industries that 
are hardest hit by the pandemic - hospitality, 
food and beverage, trade, and retail. In Thailand 
for example, the sector which contributed the 
most significantly to GDP decline was hospitality  
— declining by 37% in 2020 which is heavily 
associated with informal sector business activity. 

Strong hesitancy to retrench staff due to 
social responsibility. Businesses in the informal 
sector evidence a strong social responsibility to 
their community and employees, and therefore 

demonstrate a reluctance to retrench staff. 
Informal businesses are often community 
oriented, and regularly employ family or  
community members, underpinned by a strong 
social desire to support these workers. While large 
companies might be more inclined and better 
positioned to enact a lean workforce policy leading 
to job losses during a period of crisis, informal 
businesses struggle to do this as they are more 
constrained by a sense of community obligation 
and more personal worker connections.

High compliance burden to enforce 
government-mandated health measures. 
There is clear evidence across the region that 
respondents believe that measures to control the 
infection of COVID-19 were effective, with 89 to 
99% of respondents to our research expressing 
an opinion that they were at least somewhat 
effective. However, many businesses in the 
countries analyzed believed such measures came 
at the cost of their operations, with 77 to 92% of 
respondents noting this challenge. While larger 
companies can often leverage economies of scale, 
the relative costs of these measures can be much 
higher for informal businesses. 
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Deep Dive 
Informal Sector

In exploring the impact of the pandemic, it is 
clear that informal sector businesses, owners, and 
employees have been amongst the hardest hit. 

The informal sector faces a variety of operational 
challenges — some existing from before the 
pandemic but exacerbated by it, and some 
emerging as a result of it. The key challenges were 
falling customer demand, supply chain disruptions, 
and financial inclusion. 
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27 Euromonitor International. March 2021. ‘COUNTRY REPORT: Retailing in Indonesia’. 

Lockdown conditions in Southeast Asian markets 
significantly reduced potential operating hours 
for non-essential retailers throughout 2020 and 
into 2021, reducing revenue potential. Decreased 
footfall in physical locations also persisted, as 
consumer sentiment continued to be muted by a 
fear of contracting the virus leading to hesitation 
towards visiting in-store environments.  
 

In Indonesia, in-store retail declined by approximately 
16% in 2020 according to official figures.27

Alongside generally subdued market conditions, 
expected uplifts in what are traditionally busy 
trading periods such as Ramadan in Indonesia 
failed to materialize due to restrictions on travel 
and varied local lockdown conditions.

EXHIBIT 28: DROP IN CUSTOMER DEMAND IS THE 
TOP CHALLENGE FACED BY ALL BUSINESSES

Note: Question text: "What are the biggest challenges facing your business during this time?"
Source: JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis. 
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FALLING CUSTOMER DEMAND

A drop in customer demand is a major challenge 
facing all business types in Southeast Asia as  
a result of the pandemic, with 45 to 50% of 
businesses reporting this as an issue. [Exhibit 28] 

The issue is most acute in Indonesia, where  
56% of respondents reported this challenge,  
but remains a significant burden even in  
Vietnam which performed well during  
the pandemic with positive GDP growth. 
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By far the greatest proportion of supply disruptions 
were attributed to delay in delivery of supplies, 
ranging from 43 to 53% across the countries 
analyzed. The increase in cost of supplies was 

also a major factor, ranging from 40 to 47% of 
businesses impacted. Other challenges are also 
evident in lack of appropriate suppliers, or closing 
of suppliers leading to disruption.

EXHIBIT 29: ALMOST ALL BUSINESSES FACED SUPPLY 
DELAYS OR INCREASES IN COSTS
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Note: Question text: "What kind of supply issues did you experience when COVID-19 first hit?"
Source: JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis. 

SUPPLY CHAIN DISRUPTIONS

Disrupted supply chains and late deliveries have 
also impacted businesses during COVID-19. Many 
informal sector businesses are supplier-dependent 
operations, and are more severely affected by 

such disruption. Our research shows 55 to 81% of 
business in the region were impacted by some 
form of supply shortage or disruption. [Exhibit 29]  
Just 5 to 15% of regional businesses experienced no 
form of supply disruption during the pandemic.
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48% 32% 81% 30%

EXHIBIT 30: INFORMAL BUSINESSES OFTEN 
RELY ON LOANS FROM FRIENDS AND FAMILY

SEA has a low financial services penetration, except Thailand…

…resulting in informal sector businesses opting to rely on friends & family for financial support
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Note: Question text: “Did you borrow money or take out any loan to support your business during the Coronavirus pandemic outbreak?” 
and “For the loans you took out, what was the interest rate?”
Source: Global Findex Database 2017; JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis.

FINANCIAL INCLUSION 

Limited financial inclusion in Southeast Asia’s 
informal sector has also created challenges 
for businesses in navigating the COVID-19 
pandemic. Vietnam, Philippines, and Indonesia 
all demonstrate this with less than 50% of the 

population having an account with a financial 
institution. Only Thailand — with 81% of the 
population with bank accounts — has relatively 
good financial penetration. With up to 70% of the 
population in individual countries unbanked, this 
has led to many informal businesses relying on 
family and friends for supporting loans. [Exhibit 30]
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EXHIBIT 31: FIVE WAYS INFORMAL SECTOR TRIED TO COPE
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These issues are driven by a number of factors, 
underpinned by poor financial literacy. Many 
citizens and business owners are unsure how to 
open a bank account or apply for a loan. A broad 
lack of credit history and formal documentation 
required by financial institutions also compounds 
this challenge. 

High interest charges and payment fees are also a 
barrier to lending through official channels. In many 
cases, bank loans can be more expensive than 
informal lending alternatives. Our research indicates 
that family and friends are often likely to lend 
informal business funds with interest rates at two 
to three percentage points on average lower than 
those offered by financial institutions. 

Lack of flexibility from formal financial institutions 
is also a major challenge. Many informal businesses 
operate with irregular sources of income — 
particularly during the pandemic disruption — and 
as such require flexible repayment schedules for 
their loans. One contractor in Vietnam noted,  
“It is too risky to take a bank loan as I am  
unable to negotiate the timeline of payment  
with the bank.”

FIVE RESPONSES TO BUSINESS CHALLENGES

The challenges highlighted in this research required 
informal business operations to adapt. We have 
identified five ways in which these businesses have 
responded to address this landscape. [Exhibit 31]
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EXHIBIT 30: INFORMAL BUSINESSES OFTEN 
RELY ON LOANS FROM FRIENDS AND FAMILY

SEA has a low financial services penetration, except Thailand…

…resulting in informal sector businesses opting to rely on friends & family for financial support
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Note: Question text: “Did you borrow money or take out any loan to support your business during the Coronavirus pandemic outbreak?” 
and “For the loans you took out, what was the interest rate?”
Source: Global Findex Database 2017; JICA-BCG Informal Sector Survey (n=1200), April 2021; BCG analysis.

Raised financing through diverse sources. 
Informal businesses have utilized a range of 
sources to access financing to help them  
through the pandemic. Our survey results show 
that 37 to 49% of informal sector businesses took 
out loans during the pandemic in order to support 
their business. Informal businesses in Vietnam saw 
the highest take-up rates at 49%, while the figure 
was lowest in Indonesia at 37%. The low rate of 
borrowing in Indonesia may perhaps be due  
to religious reasons.

Reduced business hours and income  
of employees.  
With the reluctance of informal businesses to  
retrench their employees, many are instead turning 
to reduced hours or pay rather than letting them 
go. A local gym owner in Vietnam highlighted 
that, "Staff were very united in getting through our 
challenges but they all had to accept 50% pay cuts."

Tested and adopted digital solutions.  
Digital adoption provided a valuable pathway to 
business continuity for many informal businesses 
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during the pandemic. While the evidence shows 
that digital adoption is high across the region, 
businesses note that lack of relevant skillsets 
is often a key issue. One Human Resources (HR) 
recruiter in Bangkok noted, “I want to know more 
about product development. The government 
should arrange a public seminar for businesses 
about the current trend of online products. 
Businesses will then invest more because they 
have useful and accurate data.”

Received government assistance.  
Government fiscal support was a lifeline for many 
informal sector businesses during the pandemic. 
More than 50% of Southeast Asian informal 
businesses admit to having received government 
assistance — however this assistance is often not 
targeted well and not directed to those businesses 
who most needed it. Our research shows just  

39 to 63% of businesses who were negatively  
impacted by the pandemic disruption have 
received government assistance. On the other  
side of this view, up to half of those businesses  
who experienced a positive impact due to the 
pandemic continued to receive government 
assistance despite performing well during  
COVID-19 disruptions. 

Shifted supply chains to respond to disruption. 
Many informal businesses have shifted their  
supply chains in order to respond to disruption,  
with 44 to 64% of businesses shifting to local 
suppliers. At the same time, 15 to 34% admitted to 
transitioning to digital platforms in order to more 
reliably source goods. These changes are likely to 
persist, with 83 to 96% of businesses expressing a 
desire to keep these changes permanently in  
post-pandemic operations. 
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Key takeaways

  Urban mobility has gone through sustained change during COVID-19, driven by a shift to 
private transport, increasing cocooning behavior, and adoption of work from home

  Concern about infection is triggering a shift from public to private transport
  Consumers are taking up in-home activities such as cooking, gardening, and movie 

streaming, to replace out-of-home activities

4.4 PERMANENT CHANGE IN URBAN MOBILITY

The spread of COVID-19 and resulting lockdowns in 
many urban centers quickly changed the daily lives 
of citizens, transforming everything from how they 
work to how they shop. This sweeping transition has 
resulted in significant shifts in everyday lifestyles, 
largely driven by prioritization of social distancing 
and protection against infection. 

This rapid transformation triggered a number  
of key changes during the pandemic, driven by 
three key factors:

1. Strong shift to private transport
2. Cocooning behavior amongst consumers
3. High adoption of work-from-home 

opportunities 

These trends are likely to continue in the near term, 
given the persistent state of COVID-19 infections 
across Southeast Asia.
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SHIFT TO PRIVATE TRANSPORT

With significant concerns around exposure to 
COVID-19 — and the potential health impacts of 
the disease — we have seen a clear shift away 
from public and shared transport towards private 
vehicles during the pandemic.

The usage of private transport, including private 
cars, motorbikes, and even bicycles, during the 
pandemic has seen a notable increase. Our 
research reveals a net 5 to 15% of consumers 
increased usage of private transport across all 
countries during this period. [Exhibit 32] At the 
same time, use of public and shared transport has 
fallen significantly, with net ~10% of passengers 
reducing taxi, ride hailing, and bus use. 

EXHIBIT 32: STRONG SHIFT TO PRIVATE TRANSPORTATION

Note: Question text: "How frequently do you use following transportation modes today compared to before the COVID-19 pandemic?"
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; Consumer focus group discussions and interviews; BCG analysis.
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The key reason driving this change is  
the perceived risk of contracting COVID-19 in 
crowded or shared transport environments. One 
kitchen assistant in Vietnam noted, “I used my 
own motorbike because I'm concerned about 
getting infected in crowded places.”

Despite the overall trend, the shift towards 
private transport use was more subdued 
amongst poorer-income segments. Discussions 
undertaken as part of this research indicate the 
primary limitation for this demographic was the 
higher cost of private transport creating a barrier 
for adoption. Our research also shows that  
lower-income groups also demonstrated reduced 
use of public transport during the pandemic. 

These combined factors indicate that lower-income 
groups experienced a decrease in overall mobility 
during COVID-19.

While the shift towards private transport is 
asymmetric across income groups, there is a 
clear belief amongst citizens that an overall trend 
towards increased private transport will persist 
over the next six months. As a result we are likely 
to see an increasing use of private transportation 
while also seeing lower mobility amongst the 
lower-income groups. This raises the need to 
improve safety of public transportation systems 
while also making urban setting more friendly 
towards less expensive forms of private transport, 
such as bicycles and two wheelers.

EXHIBIT 32: STRONG SHIFT TO PRIVATE TRANSPORTATION

Note: Question text: "How frequently do you use following transportation modes today compared to before the COVID-19 pandemic?"
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; Consumer focus group discussions and interviews; BCG analysis.
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COCOONING AT HOME

Consumers have seen some significant lifestyle 
transitions during the pandemic, as their social 
and work life increasingly revolved around at-home 
activities. Cocooning — predominantly staying at 

home to reduce infection exposure risks — was at 
first an enforced choice for many, but one which 
has become commonplace and even preferred by 
many consumers, leading to changing consumer 
habits. [Exhibit 33]

EXHIBIT 33: CONSUMERS ALSO CHANGED 
THEIR LIFESTYLES AND COCOONED AT HOME

Note: Question text: "How do you expect to change your activities in the next 6 months?" (left) “Thinking about your lifestyle over the past
few months, how often do you do the following activities compared to before the pandemic?”
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; Consumer focus group discussions and interviews; BCG analysis.
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There has been a major shift in activities as 
consumers spend more time at home, with a 
net increase of 26% in consumers following new 
hobbies such as baking, gardening, or home 
improvement, and 53% of consumers increased 
time spent cooking at home.

This shift also correlated with increased spending 
on home improvements, as consumers look to 
enhance and improve their current living spaces, 
likely influenced by the significant amount of time 
they were spending at home during the pandemic. 

 

While at-home activities saw a marked rise, this 
came at the cost of out-of-home activities such 
as eating at restaurants or watching movies in a 
cinema. On-demand alternatives such as food 
delivery services and video streaming platforms 
have provided an at-home version of these 
previous pastimes. 

Consumers surveyed indicated these trends 
towards at-home activities will persist over the 
next six months, indicating this may not just be a 
short-lived scenario. This will slow the recovery of 
key business sectors such as hospitality and retail, 
and they need to rethink their business models to 
cater to the new lifestyle of consumers.

EXHIBIT 33: CONSUMERS ALSO CHANGED 
THEIR LIFESTYLES AND COCOONED AT HOME

Note: Question text: "How do you expect to change your activities in the next 6 months?" (left) “Thinking about your lifestyle over the past
few months, how often do you do the following activities compared to before the pandemic?”
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; Consumer focus group discussions and interviews; BCG analysis.
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INCREASED WORK FROM HOME

The shutdowns triggered as infection control 
measures during COVID-19 saw many workers 
transitioning to a Work From Home (WFH) 
framework, as pandemic restrictions limited 
access to workplaces. While the viability of this 
transformation was largely role dependent,  

the evidence is clear that those who were 
able to work remotely have broadly seen it as a 
positive transition. 

Working from home has increased across all 
income segments in the region, with our research 
showing 24 to 43% of net respondents are now 
working from home. [Exhibit 34]

EXHIBIT 34: A SUBSTANTIAL PART OF THE WORKFORCE 
ADOPTED WORKING FROM HOME

Note: Segments based on BCG’s CCI def. (see appendix), average HH income per month: Low income: <USD 250,
Lower-middle income: USD 250 – 750, Upper-middle income: USD 750 – 1300, Affluent: >USD 1300.
Question asked: "How much do you agree with the following statement about the coronavirus? I am working from home now
instead of going to office/ work place."
Source: Consumer sentiment survey (n=4,000) April 2021; Consumer focus group discussions and interviews; BCG analysis.
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Adoption of remote working was less widespread 
in lower-income groups, with less than one-
quarter (24%) in this segment working from 
home, compared to 43% for the highest-adoption 
segment of lower-middle income groups. The 
lowest-income group often operates in industries 
with limited WFH potential, and in roles that often 
require in-person or physical interaction such as 
hospitality, delivery, and similar sectors.

Despite some initial skepticism about this 
transition, our research reveals that a majority of 
workers now view this transformation in a positive 
light. In major urban locations such as Bangkok, 
Jakarta, and Manila, working from home saves 
workers significant commuting time, which can 
then be used for more value-added working 
opportunities or for welcome leisure or family time. 
A software engineer in Thailand mentioned,  
 
 

“Working at home is ideal, I do not have to 
commute, I can work 24 hours.”

Remote working has assisted workers in building 
a better work-life balance as well, allowing 
people to spend this spare time on more value-
adding lifestyle activities. A Health Maintenance 
Organization (HMO) employee in Philippines 
highlighted, “Now I can supervise my kids more 
closely, I just work next to them."

The perceived benefits of WFH opportunities 
offer a particular attraction to urban residents 
tired of long commuting times, and many citizens 
indicate a desire to maintain some of these flexible 
benefits in the longer term. These experiences 
are likely to trigger a shift in worker expectations, 
and discussions with consumers undertaken for 
this research indicates a flexible mix of work from 
home opportunities will be preferred in the future.

EXHIBIT 34: A SUBSTANTIAL PART OF THE WORKFORCE 
ADOPTED WORKING FROM HOME

Note: Segments based on BCG’s CCI def. (see appendix), average HH income per month: Low income: <USD 250,
Lower-middle income: USD 250 – 750, Upper-middle income: USD 750 – 1300, Affluent: >USD 1300.
Question asked: "How much do you agree with the following statement about the coronavirus? I am working from home now
instead of going to office/ work place."
Source: Consumer sentiment survey (n=4,000) April 2021; Consumer focus group discussions and interviews; BCG analysis.
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EXHIBIT 35: DIGITAL USAGE INCREASED ACROSS ALL 
INCOME CLASSES

1. Excludes chatting and messaging apps.
Note: Segments based on BCG’s CCI def. (see appendix), average HH income per month: Poor: <USD 250, Lower-middle: USD 250 – 750,
Upper-middle: USD 750 – 1300, Affluent: >USD 1300.
Note: Question text: “How would you describe your usage of these digital activities compared with pre-COVID-19 times?” 
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.
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Key takeaways

  The pandemic acted as a catalyst for digital adoption across the regional population, driving 
new users to digital platforms for the first time while increasing usage among existing users

  Informal sector businesses have adapted to transition to digital channels in order to respond 
to pandemic challenges

  Though digital adoption is high across consumers and businesses, cost of access and 
equipment remains a worrying burden for lower-income groups 

4.5 STEP-CHANGE IN DIGITAL USAGE ACROSS  
INCOME SEGMENTS

While COVID-19 delivered widespread disruption 
throughout Southeast Asia, our research also reveals 
it acted as a significant catalyst for digital adoption 
across the region across all income segments.  

The result of surveys undertaken in compiling  
this report show two different transformations  

in digital usage. Firstly, that those citizens who used 
digital services used it substantially more during the 
pandemic period. Secondly, that many non-users 
transitioned to access digital services for the very 
first time. [Exhibit 35]
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EXHIBIT 35: DIGITAL USAGE INCREASED ACROSS ALL 
INCOME CLASSES

1. Excludes chatting and messaging apps.
Note: Segments based on BCG’s CCI def. (see appendix), average HH income per month: Poor: <USD 250, Lower-middle: USD 250 – 750,
Upper-middle: USD 750 – 1300, Affluent: >USD 1300.
Note: Question text: “How would you describe your usage of these digital activities compared with pre-COVID-19 times?” 
Source: JICA-BCG Consumer Sentiment Survey (n=4000), April 2021; BCG analysis.
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There was a rise in digital usage across areas 
from social media and online shopping to online 
education. The number of first-time social media 
users amongst respondents ranged between 20 
to 28%, with the greatest increase coming from 
respondents with the lowest incomes. Online 
education also saw growing usage, although the 
picture across income groups is relatively stable, 
with all income groups showing an overall rise of 
first-time users and increased usage of 14 to 20%.

Online shopping showed some differences across 
income groups, with the number of respondents 
indicating they had become first-time users 
growing across income classes, rising from 9% in 
the lowest-income group to 23% in the highest- 
income group. A broadly similar picture can be seen 
in those respondents who admitted growing usage 
of online shopping, with just 16% of the lowest- 
income group noting increased usage, rising to 21% 
in the most affluent segment.

From discussions with consumers undertaken as 
part of this research, we see that this was a result  
of higher discretionary spending by higher-income 
groups during the pandemic. With many people 
spending more time at home, consumers are 
spending a greater proportion of their discretionary 
spending online. One high-income programmer  
in Thailand interviewed for this research noted,  
“I do more shopping during the pandemic since 
I'm working at home and there are a lot of online 
promotions and discounts.”

As a result of challenges and restrictions in  
face-to-face interaction and in-person customer 
engagement, more than 80% of informal businesses 
have also increased their online presence. 

Businesses often took a multichannel approach to 
this transition, not relying on a single way of doing 
business online but using a variety of platforms or 
routes. That includes providing services or products 
through social media platforms, introducing mobile 
payments for simple contactless payment, and 
actively advertising online. Our research shows that 
businesses explored multiple new ways to operate 
online. 

With the informal sector hit particularly hard by the 
pandemic, these businesses have had to find ways 
to adapt their business model to fit this new reality. 
One restaurant owner in the Philippines said, “Due 
to expensive Grab commission fees during delivery, 
we decided to launch our own website.”

While the acceleration of digital adoption in both 
consumers and businesses has brought benefits, 
the cost to access online services, along with 
cost of supporting equipment or devices, is a key 
concern for lower-income groups. The cost of 
connectivity is a particular financial burden, as it 
represents an ongoing expenditure to maintain 
digital accessibility. A freelancer in Indonesia 
noted, “My kid is in primary school, and received 
government help through an internet quota, but 
the quota was used up in just one month.”

Lack of suitable devices or Information Technology 
(IT) equipment at home, and sharing equipment 
between multiple children, is also reducing the 
effectiveness of education and creating barriers for 
workers. A Gojek driver in Indonesia noted, “I share 
my phone with my two kids, who use it for school. 
So, I have to start work in the afternoon, and end 
late because my kids have to use the phone in the 
morning.”
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Key takeaways

  Association of Southeast Asian Nations (ASEAN) will benefit from pre-existing but persistent 
shifts in global trade flows due to geopolitical changes

  Despite a trade dip in Q2 2020, overall trade recovered quickly in the region, largely driven by 
exports

  Businesses were impacted by increased costs and congestion-related delays during the 
pandemic, leading to substantial shifts in sourcing and trade strategies

Global supply chain shifts were already underway 
prior to the COVID-19 pandemic, with growing 
global trade tensions and market changes 
transforming the world trade map. The Association 
of Southeast Asian Nations (ASEAN) was projected 
to experience a significant growth in trade as a 
result of these geopolitical shifts.

Despite short-term disruption to trade at the start 
of the pandemic, regional trade flows quickly 
recovered, and are likely to continue this trajectory 
to see strong growth momentum as a result of  
pre-existing shifts in global trade. [Exhibit 36]

4.6 IRREVERSIBLE CHANGE OF SUPPLY CHAINS DUE  
TO TRADE FLOW SHOCK
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EXHIBIT 36: ASEAN SAW A GROWTH IN TRADE VOLUME 
PRIOR TO COVID-19 WHICH IS EXPECTED TO GROW FURTHER

Source: BCG Global Trade Model 2021.

1. Excludes intra-bloc trade (e.g. trade within EU), corridors shown represent ~50% of trade across corridors.
2. South American trade bloc.  3. Southeast Asian trade bloc.

Trade is expected to grow on an absolute basis. 
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Japan

Korea

ASEAN3

China

EU

USA

Canada

Mexico

Australia
Africa

India

Mercosur2

Width of arrow represents USD Billion change
Color of arrow represents projected change in 2023F 
trade activity per corridor compared to 2019 base

Legend

268

47

194

-114

63

14

96

109

133

97

84

125

26

87

70
380

88

-3 to 0% 0 to 2.9% 3 to 5%

EXHIBIT 37: TRADE VOLUME DIPPED AT THE ONSET 
OF THE PANDEMIC BUT RECOVERED QUICKLY
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Source: Drewry; Clarksons; IHS Sea-web; press search; BCG analysis.

Geopolitical tensions inherent in the ongoing tit-
for-tat US-China trade war is a major factor in this 
shift. Global companies with a heavy reliance on 
China have begun to rethink their single-source 
strategies, as the increasing cost of labor and 
uncertain geopolitical outlook drives companies 
to reduce their dependency on China. 

With the continued efforts of the US to counter 
Chinese market expansion, it is likely that trade 
flows will shift to secondary hubs in ASEAN 

and increase the region’s trade and investment 
opportunities. At the same time, expansion of 
Free Trade Agreements (FTAs) with the European 
Union, as well as with key regional partners in 
the Asia Pacific (APAC) region, is likely to further 
drive trade growth. The Regional Comprehensive 
Economic Partnership (RCEP), recently signed 
by members of ASEAN and APAC partners, will 
provide favorable partnerships with economies 
whose combined GDP equals 30% of the global 
total. 
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EXHIBIT 37: TRADE VOLUME DIPPED AT THE ONSET 
OF THE PANDEMIC BUT RECOVERED QUICKLY
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Source: Drewry; Clarksons; IHS Sea-web; press search; BCG analysis.

Lockdown restrictions in early 2020 triggered 
short, sharp trade shocks for ASEAN countries in 
Q2 2020, with a dip in trade across all Southeast 
Asian markets. These shocks resulted in notable 
local challenges, with the Port of Manila recording 
abnormal levels of congestion during this period 

as lockdown restrictions prevented businesses 
from retrieving the cargo from their shipments.28 
These temporary challenges in the early stages 
of the pandemic were largely overcome, with the 
majority of the region’s trade recovering by  
Q4 2020. [Exhibit 37]

28 Philippines Ports Authority. 31 March 2020. ‘Manila ports fear shut down due to continued cargo congestion, slow pull out’. 
Retrieved from: https://www.ppa.com.ph/content/manila-ports-fear-shut-down-due-continued-cargo-congestion-slow-pull-out. 



IMPACT OF THE PANDEMIC AND HOW SOUTHEAST ASIA COPED 

82

BUILDING RESILIENCE

As businesses learned to readjust to the new 
operating conditions, trade witnessed a steady 
recovery, led by exports. Imports saw a more 
persistent reduction, as consumer demand 
remained subdued due to COVID-19 and 
consequent financial concerns.

Vietnam has been a clear beneficiary in the area 
of exports, with 2020 significantly outperforming 
2019 despite a dip in Q2 2020. Vietnam’s exports 
increased 12% year-on-year in the second half of 
2020 compared to the second half of 2019. 

Thailand’s export recovery lagged behind other 
regional peers, primarily due to its significant 
exposure to the subdued automotive segment. 
With a reliance on regional markets such  
as Philippines and Indonesia for automotive 
exports, restrained consumer sentiment and low 
consumer spending in destination markets dented 
the trade rebound.

Imports in Philippines and Indonesia remained 
subdued, with total imports by Q4 2020 still ~15% 
down year-on-year compared to Q4 2019. This is 

likely due to the lockdowns put in place to tackle 
COVID-19, with Philippines for example imposing a 
strict extended lockdown which dampened trade in 
the nation’s retail sector, as well as limited broader 
economic activity, and framed the worst economic 
performance in the region.

SUPPLY CHAIN DISRUPTION

Increasing shipping costs, rapidly changing export 
demand, and congestion at ports all impacted 
shipping timelines and affordability. 

Freight rates in major global trade routes increased 
significantly across the Asia Pacific, particularly 
in the second half of 2020. [Exhibit 38] Q4 2020 
saw the greatest surge, as global trade flows 
were impacted by a shortage of empty shipping 
containers, and average costs across the three 
major shipping routes analyzed almost tripling 
from June 2020 to January 2021. Containers 
became increasingly stuck in destination ports 
in the US during this period, as the disruptions in 
standard trade flows stranded them during the 
early stages of the pandemic.
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Alongside challenges in availability of shipping 
containers, higher than normal congestion was 
reported in key ports in Singapore, Malaysia, and 
China. These ports act as major hubs for Southeast 
Asia, and the higher congestion increased cargo 
rollover – cargo not being loaded to originally 
scheduled vessels – contributing to supply chain 
delays across the Southeast Asian region. 

In a survey of informal sector participants 
undertaken for this research, 40 to 50% of 
respondents mentioned they had experienced 
delays in supply delivery or an increase in the cost 
of supplies during the pandemic. This sizeable 
response reveals the scope of the supply chain 
disruption evident during this period. 

Informal businesses in the region have 
increasingly had to adapt in order to respond 
to these growing supply chain challenges. Many 
informal sector businesses have shifted their 
supply chains, with 44 to 64% of respondents 
moving to utilize more local suppliers, and  
15 to 34% transitioning to greater use of digital 
platforms. Our findings also indicate these will be 
persistent and sustained operational changes, 
with 83 to 96% of those who had changed their 
supply chains during the pandemic, suggesting an 
irreversible shift in supply chain dynamics. 

EXHIBIT 38: REGIONAL TRADE CONTINUES 
TO FACE HEADWINDS

1.  FEU or Forty Equivalent Units is the measure of volume in units of 40-foot long containers. 2. Cargo rollover occurs when the cargo does
not get loaded onto the vessel. This may be due to overbooking, documentation issues, etc.
Source: Drewry; Clarksons; IHS Sea-web; press search; BCG analysis.
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Cargo delays increased in late 2020, 
indicating congestion at transshipment hubs 

Freight rates for container vessels rose in 
late 2020 due to lower supply of containers
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In the light of this, there are several areas for key 
stakeholders to consider in Southeast Asia that  
can strengthen pandemic resilience of urban 
areas, and beyond.

1. Improve well-being of most vulnerable  
Lower-income segments have been hardest 
hit by the pandemic, exacerbating income 
inequalities and highlighting the critical 
need to support vulnerable demographics. 
In the shorter term, there is a strong case to 
strengthen both private and public support 
programs and ensure appropriate targeting  
for low-income and vulnerable groups to 
enable access to basic needs. In the longer 
term stakeholders should look to reinforce  
and improve the coverage of social safety  
net programs, while boosting access to 
education and skills development to ensure 
sustainable benefits. 

2. Strengthen local healthcare systems 
The pandemic continues to place a strain on 
healthcare systems, requiring renewed focus 
on resourcing. Increasing capacity through 
both personnel and laboratory capacity 
improvements will strengthen pandemic 
preparedness for the future. Promoting local 
pharmaceutical production in key areas such 
as drugs, vaccines, and equipment can also 
help improve long-term system resilience. 
Telemedicine may provide another area of 
opportunity, leveraging digital transition 
trends to provide improved healthcare access 

while reducing the burden on healthcare 
facilities. Improving understanding of mental 
health and access to appropriate support  
should also be a priority in order to address 
growing mental health concerns. 

3. Strengthen the informal sector 
The informal business sector has been severely 
impacted by the pandemic, and targeted 
support alongside enhanced financial 
inclusion is required. FinTech companies could 
provide potential opportunities to enhance 
financial access in areas such as credit scoring, 
as well as offering a path to social lending 
models which could quickly be adopted 
at scale. Support for the informal sector 
needs to be better targeted towards hard-
hit companies, to ensure those most in need 
of support are the primary recipients of any 
assistance. Enablement programs to enhance 
digital skills and support a digital transition 
will also provide valuable benefits to informal 
sector businesses. 

4. Address labor market shortcomings 
Southeast Asia’s labor market has  
suffered through the pandemic, increasing 
unemployment in some countries, and shifting 
some workers to less reliable informal sector 
jobs. These challenges come on top of existing 
burdens around youth unemployment. 
Improving access to reskilling opportunities  
for the unemployed generally, and youth 
workers in particular, is essential. 
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This need is particularly acute in the  
area of digital skills. Older workers losing 
employment in a changing world of work  
will also need to be supported, and efforts 
should be undertaken to develop second 
career paths for experienced professionals  
leveraging existing skillsets in adjacent 
emerging industries. 

5. Improve supply chain resilience 
Supply chains are increasingly shifting 
to domestic sourcing in response to the 
disruptions of the pandemic, creating a 
greater need to improve local production 
capacity and capabilities. Developing industrial 
clusters which target in sectors of importance 
— such as electronics in Vietnam — offers a 
path to increase the local availability while 
reducing the reliance on international trade. 
Digitizing supply chains can provide a valuable 
complement to this strategy, helping improve 

the efficiency and capacity of key local logistics 
hubs such as major ports, while at the same 
time reducing costs and limiting disruption. 

6. Adapt urban infrastructure to changes  
in mobility 
Major changes to urban mobility have been 
triggered by the pandemic, potentially 
reducing travel needs for affluent consumers 
but damaging the overall mobility of low-
income groups. Improving health and safety 
of public transport is necessary to tackle this 
burden. Increasing the capacity of public 
transport in order to reduce overcrowding and 
increase public confidence is an important 
safety step which can help meet these goals. 
Incorporating strategies to increase pedestrian 
and bicycle infrastructure such as bike lanes or 
walkable city commitments can also assist low-
income groups to travel more easily and safely 
without introducing a significant cost burden.
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