COVID-19: WIN THE FIGHT,
WIN THE FUTURE

By Marin Gjaja, Lars Faeste, Gerry Hansell, and Doug Hohner

THE UNFOLDING, GLOBAL COVID-19
pandemic is a human crisis of historic
scale and complexity. It is straining health
care systems, government fiscal capacity,
and the ability of many organizations to
cope with the changes wrought by the
virus and the response to it. The level of
uncertainty for most leaders is unprece-
dented, and most of our frameworks for
planning and problem solving are unable
to manage the geographic variability,
uncertainty, and the exponential change
brought by the COVID-19 crisis.

In our work to confront this challenge with
public and private sector clients worldwide,
we have found that many leaders are ask-
ing the same set of questions: How should
I forecast my revenues? How should I ad-
just my budget? When will this be over,
and when will we return to “normal”?

These are good questions, but the reality is,
we shouldn’t be asking them at this point.
In the wake of so much uncertainty, we
should instead focus on framing potential

scenarios and use them to develop a robust
plan of action.

Three months into the COVID-19 crisis, we
are starting to see patterns in its impact

on countries and cities, as well as in these
areas’ responses. We see three distinct
phases. First, there is the “Flatten” phase, in
which countries or cities lock down to flat-
ten the virus’s exponential growth curve.
Second comes the “Fight” phase, during
which a geography “Restarts” its economy
while maintaining a low rate of infection,
while still running the risk of having to im-
plement further lockdowns. Finally, we are
anticipating a “Future” phase, which be-
gins only after a vaccine or highly effective
treatment has been developed and de-
ployed.

We have applied this framework on a local-
ized and sector basis and have created dif-
ferent scenarios for each phase to account
for the shifting dynamics and complex ele-
ments that are part of the COVID-19 land-
scape.



Three critical insights have emerged from
our scenario work:

e Get ready to Restart. The transition
from Flatten to Fight, or what we refer
to as a “Restart,” is an intentional
policy decision that is made when a set
of necessary pre-conditions are met in
a given geography. Business leaders
cannot control that decision or timing,
but they can make sure they are ready
to Restart.

e The Fight will be protracted. The
Fight phase is going to be longer than
most leaders we have talked to antici-
pate. We expect that it will be between
12 to 36 months before a vaccine or
highly effective treatment can be
developed and deployed.

e The Fight will be expensive. The
Fight phase will be more economically
challenging than most leaders seem to
expect. Because the situation is volatile,
consumer and worker confidence has
been shaken, and because of the risk of
further outbreaks and localized lock-
downs, or perhaps even national ones,
we envision an ongoing impact to the
global economy. Our US-focused scenari-
os show a potential range of a relatively
severe 5% to 20% impact on microeco-
nomic outcomes such as revenues or
employment, before accounting for
policy interventions and responses,
which will strongly influence the end
result.

Part of the strategic challenge is that the
effects of COVID-19 will vary significantly
by geography and sector. Individual com-
panies will see even greater variation
amongst their outcomes during each of the
Flatten, Fight, and Future phases. Such
variation has been observed in every prior
economic crisis, and the uncertainty and
multi-phase nature of this crisis may lead
to greater disparity than usual, creating
even more winners and losers than is
typical.

Accordingly, we think it is imperative for
business leaders to use scenarios with a

range of outcomes to develop a plan for
their companies to: a) Be ready to Restart;
b) Win the Fight; and c¢) Win the Future.
Particularly, we think that winning the
Fight phase is crucial because it creates
the opportunity to win the Future.

To help companies and societies respond
to COVID-19, and recover from it, we offer
an approach for framing and developing
scenarios, and suggest what they can ex-
pect in trying to accomplish these goals.

The Complexity of COVID-19
Demands Systematic Scenario
Planning

We cannot predict the future. But we can
seek to understand what the future might
hold, and what that means for nations, in-
dustry sectors, and individual companies.
We need scenarios to bound the uncertain-
ty, to help us understand the underlying
drivers of outcomes, and for some under-
standing of how we can shape those out-
comes.

The data clearly suggests that very differ-
ent COVID-19 trajectories have played out
around the world. (See Exhibit 1.)

China, for example, imposed ferociously
strict restrictions, essentially locking down
the entire Hubei province. Rather than
aim for flattening, the Chinese government
attempted to crush the virus. And, after
two and a half months, the data emerging
from China suggests that it has largely suc-
ceeded. The lockdowns in China happened
quickly outside of Hubei. President Xi
Jinping announced a national emergency
after the fifth-reported case beyond the
province. After two to three weeks of zero
local transmissions, restrictions have been
reduced, and even Hubei has started to re-
open.

Many other countries, including Italy and
the US, imposed lockdowns more slowly
and less restrictively. In these places, cases
escalated rapidly, exceeding those in Hubei.
They are only now beginning to level out.
Both the overall caseload and burden on
hospital systems remain high.
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EXHIBIT 1 | COVID-19 Trajectories Vary Widely Worldwide
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The Pandemic Will Play Out
over Three Phases, Each Requi
ing Its Own Scenarios

I-

We believe it is possible to generalize and °

draw conclusions from these outcomes.

While each nation is on its own journey—

with differences based on the wide range

of geographic, demographic, societal, politi-

cal, and economic factors that result in

variation—the basic shape of the journey

is the same everywhere. (See Exhibit 2.)

Three distinct phases emerge:

e Flatten. The initial stage of response

takes place when a nation or area is
locked down in order to reduce the
peak caseload in an effort to “flatten
the curve,” and to avoid overwhelming
the health care system. Strict physical
distancing, bans on gatherings, and the
cancellation of all but essential activity
are hallmarks. The US, most of Europe,
and an increasing number of locations
around the world are currently in this
phase. Some have been able to keep the
Flatten phase more localized, especially
China, South Korea, and Taiwan.
Unfortunately, flattening the virus is
also flattening the economy—a problem
that is compounded by the relative
impotence of economic policy, which is
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limited in its ability to offset the shock’s
intensity.

Fight. Once a sizeable, sustainable
decline in new cases and new infections
is reached, and elected and public
health officials feel that the situation is
under control, we enter the Fight phase.
In the second phase, the curve has been
flattened (or crushed) and the rate of
new infections is moving toward zero,
giving the health care system time to
prepare, expand capacity, and manage
the caseload. At this point it is possible
to consider reducing some restrictions
and, while maintaining physical distanc-
ing, to restore a moderate level of
economic activity. Close monitoring for
upticks in infections and new cases is
still a hallmark, as a vaccine is not yet
available. Economic policy will play a
critical role in keeping the crisis from
doing structural damage to economic
actors, even as activity remains de-
pressed. The adequacy of policy will
determine if the economy is able to
return to its pre-crisis growth path, or if
it will settle into a lower-potential
growth path. Avoiding further lock-
downs during the Fight phase will be
critical because of the limitations of
policy interventions in such a context.



EXHIBIT 2 | The Journey Depends on a Range of Factors, but the Basic Shape Is the Same
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e Future. The ultimate goal is to reach
the Future phase, at which point a
vaccine is approved, available, and
widely administered, or at least a highly
effective treatment is developed. A
vaccine must be 80% to 90% effective to
likely provide herd immunity. In this
phase, economic activity can be fully
restored. Whether or not this restored
level is weaker than before will be
heavily influenced by the ability of the
economic policy launched in the Fight
phase to avoid structural damage to
firms and households.

How do we simultaneously fight for public,
economic, and social health in a pandemic
that is only partly under control?

Constructing Scenarios

The three phases are broadly descriptive
and are not meant to describe the specifics
of any one country or region. They instead
provide a framework for scenario planning
and analysis for businesses and society at
large. To answer the big question, we need
to consider several interconnected elements
in each phase:

e Disease Progression

e Health Care System Capacity and Response

Time

e Government Policies and Stimulus

o Business Engagement, Response, and
Degree of Reopening

e Public Engagement and Response

We must develop and evaluate scenarios
across these elements for each of the three
phases, recognizing that dynamics and out-
comes will differ by phase. Exhibit 3 illus-
trates our belief that each potential scenar-
io will be characterized by five outcome
measures:

e How long is the Flatten phase?

e How deep does the Flatten phase go?
e How long is the Fight phase?

e How deep does the Fight phase go?

e What level will the economy achieve
during the Future phase?

The Flatten Phase Is Deep—
How Long Will It Last?

The economic impact of the crisis is severe.
Public estimates peg the depth of macro-
economic impact of the Flatten phase at a
second-quarter US GDP decline of 10% to
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EXHIBIT 3 | Five Questions Will Shape Economic Outcomes
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How long is the Flatten phase?
What are the pre-conditions to
transition? When will we achieve them?

How deep does the Flatten phase go?
To what depth does economic activity
drop in Flatten?

How long is the Fight phase?
What are the pre-conditions to transition?
When will we achieve them?

How deep does the Fight phase go?
What level of recovery does the
economy achieve in Fight?

15%, trending down with each passing day.
Employment levels have been hit worse.
Approximately 22 million jobless claims
were filed in the US within a four-week pe-
riod between March and April—an unprec-
edented event. The St. Louis Federal Re-
serve estimates that 47 million jobs are at
risk. We have seen similar economic effects
in China and Europe during the Flatten
phase, albeit with less impact on employ-
ment due to region-specific labor market
structures.

Because macroeconomic data is lagging,
and because it is exceptionally hard to
model macroeconomic outcomes due to
the uncharted territory of this crisis and
the resulting policy response, we have con-
structed our US scenarios based on micro-
economic data and outcomes. We see a
15% to 30% loss of economic activity on an
instantaneous basis (that is, during each
week of lockdown). We constructed loss
scenarios in the US ranging from 15% to
20%, 20% to 25%, and 25% to 30%. These
outcomes will vary significantly both by ge-
ography and sector and should be custom-
ized based on context.

The US is currently deep within the “Flat-
ten” phase. The good news, at least for the

moment, is that stay-at-home orders and
other forms of strict physical distancing are
beginning to flatten the curve, with new
cases, hospitalizations, and deaths showing
signs of leveling off in hot spots such as
New York.

The projected duration of the Flatten
phase in the US is still quite uncertain,
both because forecasting disease progres-
sion is difficult, and because we expect the
Restart timing to vary significantly by re-
gions within the country. For geographies
that have already exited (such as Austria,
Denmark, and China) or announced an exit
from the Flatten phase (such as Germany),
the timing appears to be correlated with a
significant reduction in new cases. The ob-
served results of exits range from three to
eight weeks from the disease’s peak and
are correlated with the peak’s height and
area-specific conditions.

Ultimately, the duration of the Flatten
phase is a policy decision made by govern-
ment and public-health officials who are
primarily assessing their local epidemic
status, health care system capacity, and
virus monitoring system efficacy. They will
also weigh the economic ability and politi-
cal will to sustain a lockdown, as well as
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the policy measures needed to ameliorate
its impacts. Our current best-case analysis
for the US suggests seven weeks of wide-
spread lockdown, with some of the earliest
lockdowns and least-affected areas starting
to emerge in the second week of May.

But far worse is possible. Our current
worst-case scenario involves a 13-week
lockdown across many highly populated
areas ending in the last week of June. This
range corresponds to the observed range
in the geographies that have moved from
Flatten to Fight, though we expect a good
deal of variation by geography. (See Exhib-
it 4.)

We estimate that some parts of the US
might experience a full-year impact of 2%
to 3% (compared to a pre-crisis baseline)
for 2020. Less-fortunate areas might see as
much as a 6% to 8% drop if they were se-
verely impacted and were under lockdown
for 13 weeks. Our base case is based on a
3% to 5% full-year impact resulting from
the Flatten phase.

The Fight Will Be Longer and
Deeper than Many Expect

Like the Flatten phase, the Fight phase
presents a range of possible scenarios on

duration, depending on the pace of poten-
tial vaccine and therapeutic developments.
Global research teams from the US, Europe,
and China are working around the clock on
vaccines and therapies. While borders are
closing in response to the COVID-19 threat,
the level of global scientific collaboration—
also in response to the threat—has never
been greater. While approximately 200 vac-
cine and therapeutic candidates are in the
works, we believe that it will take 24
months to develop and deploy a working
one (despite the proliferation, vaccines typ-
ically take five or more years to reach this
stage).

Most optimistically, the greatly accelerated
process of vaccine development could be
completed within 12 to 18 months. We
could therefore see a best-case scenario in-
volving a 12-month exit from the Fight
phase, but this is more likely to be due to a
highly effective antiviral treatment that
dramatically expands the capacity of health
care systems to cope with COVID-19, or a
similar breakthrough in the “4T virus-
monitoring system” (testing, tracing, track-
ing, and technology). The least-optimistic
case suggests that it will be 36 months until
a vaccine can turn the tide, which would
still be close to setting a world record for a
vaccine at this scale.

EXHIBIT 4 | Estimates for Full-Year Economic Loss in the Flatten Phase
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We have seen several published scenarios
that project a shorter timeline to an end of
the crisis, but we remain skeptical of these
models. Perhaps the most important differ-
ence is that we expect a deep and lasting
economic impact for the duration of the
phase, not just during the ramp-up period
immediately following the Restart.

We expect a deep Fight phase because of
the chance that, in some geographies, loos-
ening of restrictions will result in new epi-
sodes of exponential growth, leading to the
reinstitution of lockdowns. Some geogra-
phies could revert to the Flatten phase and
once again suffer from a deep hit on eco-
nomic activity. This means that the worst-
case Fight phase for a given geography at
any given time is similar to that of the Flat-
ten phase, with a 15% to 30% negative im-
pact on economic activity relative to pre-
COVID-19 levels.

We do not see any scenario where econom-
ic activity returns to pre-COVID levels
during the Fight phase because of its con-
tinued restrictions on physical distancing,
gathering size, and travel. Moreover, follow-
ing the Flatten phase, there will be a long
period of time before public confidence in
gatherings, workplaces, retail locations,
travel, and even the safety of public spaces
is restored. This lack of confidence will act

EXHIBIT 5: China Is Recovering Steadily
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as an additional drag on the economy. In
our view, the range of ongoing impact is
likely 5% to 10% in the best case, if the vi-
rus is fully under control, and 15% to 30%
in the worst case. Most geographies will
fall somewhere in between, hopefully
trending toward the best case, but again,
we expect substantial variation.

How Has China Done in the
Fight Phase?

Since China has already entered the Fight
phase, we can consider how the economic
effects may play out elsewhere. (See Exhib-
it5.)

The news from China outside of Hubei sug-
gests that the Fight phase will at best entail
a partial Restart of economic activity with
big differences across sectors. While 98% of
major industrial and agricultural opera-
tions were up and running again around
four weeks after lockdown, there are other
areas of the economy that have been af-
fected differently and indicate drag: 30%
reduction in property transactions, 25% of
SMEs not yet operating, and 10% declines
in coal consumption and traffic congestion,
with the coal consumption declines ap-
pearing sustained. Unsurprisingly, some
sectors have been hit very hard, with 40%
declines in metro passengers, 50% drops in

average congestion
delay index

2019

2020
2020

Average Congestion Delay Index

-18-12-6 0 6 12 18 24 30 36 42 48 54

Weekdays relative to
Chinese New Year

Wind Economic Database, as of April 13.

-18-12-6 0 6 12 18 24 30 36 42 48 54

Weekdays relative to
Chinese New Year

-18-12-6 0 6 12 18 24 30 36 42 48 54

Weekdays relative to
Chinese New Year

BOSTON CONSULTING GROUP \ COVID-19: WIN THE FIGHT, WIN THE FUTURE



department store sales, and 60% to 65% de-
clines in tourist attraction visits and restau-
rant and hotel sales.

We believe that many of the declines in
these sectors reflect their vulnerability to
physical distancing requirements and re-
strictions on gathering, as well as an ero-
sion of consumer confidence. BCG’s con-
sumer sentiment work in China suggests a
meaningful decline in confidence in public
spaces, retail locations, and essentially any-
where there could be crowds. While public
policies to prevent the spread of the virus
remain in place, there will be a significant
drag on the overall economy. Nevertheless,
conditions are improving, and we need to
closely monitor how China and other coun-
tries that are early in the Fight phase fare
economically over time, especially if they
are able to avoid renewed lockdowns.

How Might the US or Europe
Fare?

Fully recovering economic activity will be
an uphill battle for the US and Europe,
much as it has been for China. The impact
on individual geographies and sectors will
vary, but our base case would again suggest
a 5% to 20% economic impact during the
Fight phase before accounting for the im-

pact of policy actions that could be much
more effective in this phase than in Flat-
ten. We see particular risk for metropolitan
geographies to re-enter the Flatten phase
at different times during the Fight phase
because they are unable to control local
outbreaks.

While these figures may seem pessimistic,
we think the risk of returning to the Flatten
phase is material for some geographies. An
examination of the US economy by sector
helps categorize the vulnerabilities by di-
mension. (See Exhibit 6.)

In terms of employment, non-food retail,
bars, restaurants, and travel and tourism
make up 18% of the US economy—all sec-
tors that involve high levels of interperson-
al contact, and ones that will suffer the
most from restrictive physical distancing.
There’s a slightly less drastic hit to reve-
nue, as these businesses constitute 11% of
the nation’s business total. Even in the
base case, a sizable portion of the economy
will be restricted for much of the Fight
phase. Of course, these sectors are not the
only ones that will bear the brunt of eco-
nomic turmoil. Consumer durables, con-
struction, manufacturing, and other related
industries will suffer these, and additional
second-order effects, as employment con-

EXHIBIT 6 | High-Contact Industries Will Continue to Be Impacted Through the Fight Phase
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tinues to drop. Consumer confidence is
down across the board, and high unem-
ployment and restricted business activity
may result in a sharp contraction of spend-
ing. Policy levers will be the best bet to
avoid outcomes at the lower end of the
projected range.

What About the Future?

Now for some partially good news. We ex-
pect a full recovery.

But even a full recovery is unlikely to look
like the pre-COVID economy. We expect
dramatic changes in domains, ranging from
trading to supply chains, and from business
operations to consumer habits and prefer-
ences.

Already, people and organizations alike are
adopting new behaviors. There has been a
massive shift to remote work—and to a
new kind of work-life balance as work and
family mix. Businesses are investing to
make remote work more efficient and sus-
tainable. Consumers across demographics
are purchasing dramatically more goods
online, and companies have built delivery
services to meet the demand.

Students facing school and university shut-
downs have shifted to e-learning, support-
ed by governments providing tablets and
videoconferencing systems to make it more
accessible.

It’s entirely likely that some of those shifts
in behavior will be permanent, leading to
larger-scale transformations. We can antici-
pate, for example, that the widespread
adoption of virtual work will change the
face of commercial travel, with impact on
flying and lodging. At-home consumption
of goods and services will lead to structural
changes in e-commerce, grocery shopping,
and entertainment. And virtual access to
critical services will create new ways of de-
livering health care and education.

Looking beyond these changes to sec-
ond-order effects, we see substantial uncer-
tainty. How will consumer preferences and
consumption habits change further? What

will trade, travel, and capital flow look like?
How will the roles of governments and cor-
porations be reshaped? New levels of sce-
nario planning will be necessary to address
these far-reaching questions.

What Are the Potential
Game-Changers?

When scenario planning, it is necessary un-
derstand which parameters have the most
potential to shift results and what game-
changers could lead to different outcomes.
Given the timing, we think that the most
meaningful potential shifts would take
place during the Fight phase. We are moni-
toring three potential game-changing inno-
vations:

1. A Vaccine or Treatment Break-
through in 9 to 12 Months. Humanity
has solved problems like this before.
Given the lives and value at stake, it is
certain that the financial and human
capital devoted to this search is unlike
anything we have ever seen. We are
already seeing capital commitments to
scale up vaccine production on an
at-risk basis, and we expect that regula-
tors will do everything in their power to
accelerate progress. We don’t see this as
an unrealistic outcome, but we also
don’t see it as the most likely one.

2. Breakthrough Developments in
“Epinomics.” Historically, there has
been little connection between the
studies of epidemiology and economics,
as modern outbreaks have not been
significant enough economic events.
Today, however, local government
officials and public health decision-
makers will have to make decisions that
balance the disease trajectory with
policy choices—and understand the
implications of these tradeoffs. They
will also have to adapt and improve the
4T virus-monitoring system to get
better, faster information about changes
in the virus’s local status and to tune
the monitoring system to reflect policy
decisions (such as accompanying a
choice to open schools with a surge in
testing of students). In addition to the
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local nature of these decisions, there
needs to be a central capability to learn
from the distributed experiences and
use that knowledge to adapt the
distributed models. We can’t run
controlled experiments, but the Fight
experience itself becomes a live experi-
ment. If we can rapidly develop Al-
based tools to track the results of
different local interventions on the
disease to improve our models, it may
be the most valuable Al research
project in human history. This would
not shorten the Fight, but it might allow
us to both save lives and make the
economy much more open during the
Fight.

3. Precise Predictions of Highest-Risk
Individuals. Most of the discussion on
testing technology and research focuses
on different forms of diagnostic and
immunity testing. There is the potential,
however, that we can use a combination
of genetic, immunologic, and dis-
ease-status data to identify individuals
most at risk for a severe form of
COVID-19. With that capability, we
could shift strategies from “Flatten and
Fight” to something more like “Protect
and Provide.” Instead of locking down
full populations, once some herd
immunity is built, we could choose to
let the disease run its course in the
very-low-risk population while allocat-
ing economic and social resources
toward protecting and providing for
those at high risk. If the Fight phase is
proving to be very costly in terms of
lives and resources because we are
unable to control the virus, the better
approach may be shortening the phase
through building herd immunity and
reducing economic impact.

Winning the Fight Starts Now

The post-COVID world will not look like
the one we’ve left behind. It will come with
its own unique set of obstacles and oppor-
tunities.

The road ahead will be challenging, but we
know that companies can gain the greatest

advantage and market share during adver-
sity. To get ahead, leaders need to be clear-
eyed about their organization’s situation,
and act accordingly. By accepting and pre-
paring for this reality, business leaders can
stay on top of the unpredictable situation
and lay the groundwork for survival and
eventual success in the Future phase. Busi-
ness leaders should do scenario planning
for their sectors, geographies, and organiza-
tions:

e Be ready to Restart. Most companies
have transitioned from ensuring their
employees’ safety to thinking about the
Restart. They are waiting for some
policy guidelines in most countries, but
they can take cues from those countries
already in the process. Restart is a
known and coming inflection point, and
preparations should start now. How can
you begin the preparations to safeguard
your workers, your customers, and your
workplaces? How can you start working
on the long-lead-time items such as
PPE, cleaning supplies and equipment,
updating employee policies around sick
leave, and potentially protecting at-risk
populations? How can you implement
the corporate version of the 4T vi-
rus-monitoring system, including
needed equipment, such as IR ther-
mometers? Reimagine your operations
entirely to COVID-proof them during
the Fight, whether on the production
line, or in the retail storefront.

e Start to win the Fight now. The
COVID-19 crisis is special, and it is
different from previous crises. It starts
on Main Street and entails consumers
changing behaviors first in the Flatten
phase, due to government-mandated
lockdowns, and later in the Fight phase,
when they are hesitant to go to congest-
ed areas. The amount of change and
variation across geographies and over
time during the Fight phase is likely to
be the largest any of us has ever
witnessed.

We’ve studied what the best of the global
S&P Global 1200 companies did to come
out of the Great Recession (2007 to 2009)
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and found that five factors that stood out,
and that we think are relevant today:

1. Act proactively. Get cash and costs out
quickly to protect and create a strong
foundation for your organization. Act
quickly and gain advantage to start
investing, engaging in M&A, and
growing faster than the competition.

2. Stick to a clear vision. Even as they
looked for new sources of growth, top
performers pursued the clear vision
that they had before the crisis—a vision
that was based on a small number of
long-term themes.

3. Increase demand vitality. Create
demand-focused capability and adapt
your commercial efforts and your
offering to what the customer needs
now—and where they currently are at.
Step change your online presence and
ability to market, sell, and service
online.

4. Create supply agility. Given variability
and uncertainty, build agility and
adaptation into your supply base and
supply chain.

About the Authors

5. Build enterprise resilience. The top
performers knew that they couldn’t
avoid future disruptions, so they built
organizations not only to withstand
future shocks but also to anticipate
them, including streamlining core
operations and redesigning processes to
capitalize on digital capabilities.

Start Thinking About the Future
Now

While we believe there is substantial time
until the final phase arrives, it is not too
early to begin thinking about potential
sources of advantage we can build during
the Fight that will help us in the Future.
Consider your company’s position. Is it
stressed, impacted, or among the lucky few
that have been accelerated? Are there as-
sets to buy, contracts to execute, or supplies
to secure that are priced attractively now
and can render advantage later? What are
the product and service innovations that
you can pursue and perfect? Ensure that
what you are doing today will bring about
the end of the crisis tomorrow. How must
you transform your business to win the
Fight—and win the Future?
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