A Rapid Diagnostics for Assessing the Country-Level Impact of Covid-19 virus on the Economy and Labour Market

Why a rapid diagnostic at the country level:
The Covid-19 virus pandemic is a health crisis and has had major economic and labour market shocks, particularly through the containment measures adopted around the world. Initial ILO estimates of the global impact of Covid-19 suggested an increase in unemployment of around 25 million in 2020, along with a rise in working poverty (35 million) and decline in labour income ($3.4 trillion). 
Since these preliminary figures, the crisis has worsened both in intensity and global reach. According to the second ILO Monitor released on 7 April, more recent estimates suggest that the COVID-19 crisis will wipe out 6.7 per cent of working hours globally in the second quarter of 2020 - equivalent to 195 million full-time workers. 
Businesses and workers in a majority of countries are impacted by the crisis through both direct and indirect channels. A number of sectors are facing catastrophic losses, which is resulting in the loss of jobs, wages and incomes, especially for workers without protection (e.g. by degrees of informality, casual workers and domestic workers). Consumers in many economies are unable or reluctant to purchase goods and services. Due to the high levels of uncertainty, enterprises are likely to reduce investments, purchases of goods and hiring of workers.
While the outbreak has reached different countries at different stages, and containment responses vary, they have all felt the economic decline resulting from falling global demand and disruptions in global supply chains, capital flows and tourism. Women are particularly vulnerable to this crisis by the combined effect of job losses in hard-hit sectors, their overrepresentation in the health care sector workforce, which is in the frontline of fighting the epidemic, and the higher demands on their care work given the closure of schools and care facilities. Migrant workers and refugees are particularly vulnerable to border closures, which will lead to a decrease in remittances and reduced opportunities for outmigration.  In the absence of appropriate measures, many informal workers would migrate back to the rural areas, accelerating the spread of the contagion. 
Young people in both developed and developing countries are also expected to be hard-hit by the economic recession. A “last in, first out” practice threatens to reinforce youth unemployment and low quality jobs among young people, while the decline in economic activity pushes young entrepreneurs out of the market. At the same time, evidence from SARS and MERS indicates a sluggish employment recovery for people aged 55 and above.
If policy measures to mitigate the impact on the labour market are insufficient, there will be a further round of contractionary effects on economic activity due to lower levels of consumption among workers and lower levels of investment by businesses, resulting in a prolonged and deep recession, which might deepen inequalities. 
Figure 1: Health crisis has become an economic activity, aggregate demand, and labour market shock in all countriesNegative feedback loops



Policy responses
In response to the Covid-19 virus economic and labour market crisis, the ILO has proposed actions across four pillars: 
1) Stimulating the economy and employment to prevent the collapse of economic activity and employment (and boost activity once the recovery is underway)
2) Supporting enterprises, employment and incomes to keep business operating and workers in jobs, while protecting all households through social protection
3) Protecting workers in the workplace to mitigate the direct effects of the illness
4) Relying on social dialogue for solutions
Purpose of the rapid diagnostics:
As the impact of the crisis deepens around the world, the ILO, its constituents and other stakeholders, including the UN System, need immediate, real-time support on assessing the employment impacts of Covid-19 at the country-level. This exercise is both identifying policy responses; and through the diagnostic process, it will take a more detailed approach to analysing these issues. In particular, the rapid diagnostics will seek to:
1. Assess the current impact or most probable transmission mechanisms of the new coronavirus crisis on a country’s economy and labour market; and
2. Review existing policy responses, their objectives and expected impacts, and identify gaps in policy implementation.
Since real-time data is lacking in most countries, particularly in terms of labour market impacts, it is essential that the assessment takes into account various indicators and qualitative insights on economic and employment effects. Social dialogue should underpin such a process through the participation of representatives of employer and worker organizations, along with other experts, including sectoral associations. 
While the focus of the rapid diagnostics is to identify the immediate impact and policy responses, it will constitute a key input for the formulation and revision of the new generation of gender-responsive national employment policies, in line with Output 3.1 of the Programme and Budget 2020-21. This follow up will become a key focus area of ILO’s support once countries shift to the recovery phase. 


Structure of the rapid diagnostics:
Based on the current situation, the rapid diagnostics will be structured on four key areas (Figure 2). A more detailed description of the approach can be found in the annexes. A more extensive manual will provide more suggestions on analysing the impact and policy responses in terms of suggested questions, data and indicators. 
Figure 2: Four sections of a rapid diagnostics

The structure presented here acts as a framework to carry out the diagnostics consistently across countries. However, it should not be treated as a rigid list of issues since the approach will have to be adapted to the country-context and policy phases (in terms of the situation, data availability, etc.). 
To help guide the steps in the diagnostics, the following questions capture some of the key context and analytic elements on the direct and indirect transmission mechanisms, along with the policy responses and gaps in implementation. 
The health effects of the COVID-19 pandemic and measures taken
1. When did the local contagion start? How fast were containment measures introduced? How extensive are they, i.e. are they limited to targeted areas/sectors? 
2. How exposed is the population to COVID-19? If it is a developing country, are there areas that are densely populated and urban slums? Is “social distancing” possible? How capable is the health system to trace, treat and isolate? How many people are working in the health and care sectors? What is the gender composition of that workforce?
Labour market transmission mechanisms
Direct effects due to containment measures
3. Which sectors/occupations are most affected by containment measures (lockdowns, etc.), as for example, non-essential activities affected by social distancing? (The ILO note suggests different degrees of effect according to shutdown). How important are those sectors in the national economy and in employment? What is the share of temporary and casual work, own account work in these sectors? Are informal enterprises or informal employment widespread? What is the proportion of women and men in these sectors’ workforce?
4. Which sectors/occupations are able to function via tele-working and what is the access of workers to these solutions?  
5. How has the impact manifested itself on employment? How has the employment impact been expressed in terms of wages and labour incomes? Has there been a reduction in working time; of wages; or has it been mostly by job closures?
Indirect effects 
6. How reliant is the economy on regional and global trade? Are there economic sectors that are particularly impacted by the Covid-19 crisis (airlines, tourism, textiles)? How important are they in terms of employment? Do they require bailouts and directly targeted support? Are there particularly strategic sectors to expand (IT, pharmaceuticals)?
7. What impacts have there been on capital flows (FDI and foreign institutional investment, ODA), deficit and foreign debt? 
8. Are there any warnings/emerging risks regarding essential food and other consumption items?
9. Has there been a decline in remittances from abroad and from rural migrants? or barriers to outmigration? Are there significant inflows of returnees, back to country, and back to village? Are they skilled or unskilled? Is there any impact on refugees?
Workers and enterprises at risk
10. How have informal workers and enterprises been effected? How have employment contracts been affected?
11. Are there particular gender-related challenges evident in the sectors/occupations most at risk, along with the implications for the care economy (paid care work and unpaid care work)?
12. Is there any evidence of a greater impact on young people or older people?
13. Has there been a differential effect by skill level?
14. What are the effects on informal workers, unskilled self-employed, casual workers, seasonal workers, working poverty? Is there a risk that workers move from urban to rural areas for survival? 
15. What are the effects on vulnerable workers (workers and job seekers with disabilities, indigenous workers, etc.)?
16. What is the firm structure by size (micro, small and medium, large)? Are there pre-existing liquidity problems in the country for enterprises? Have these worsened? Have enterprises attempted to preserve employment relations? Is there any evidence of insolvencies?
Policy responses and gaps
17. Are there conditions for an immediate expansion of government spending to support to households and firms? How dependent is the country on international financial flows?  Any scope for concessional finance, debt relief etc.?  
18. Are measures in place to provide immediate income relief to employers and workers? Which channels are available to ensure economically viable MSMEs survive short-term liquidity constraints?
19. What programs are in place that could be scaled up (or are being scaled up) to support enterprises, workers and households? To keep business operating, and workers in jobs, while protecting all households through income maintenance or wage subsidies? Are there mechanisms to reach unregistered and informal firms and workers? 
20. What has been announced? What has been implemented? Are there groups or policies that seem absent? How has social dialogue worked in this conjuncture? Are there particular gaps evident with respect to coverage as well as quality and speed of the supports being provided?
21. Are there been plans for a de-escalation of containment measures and medium to long-term plans for recovery of employment? How do countries intend to incorporate productive development strategies  for future phases of the response? Are NEPs being considered or re-positioned for medium to longer term employment recovery in the country?  


Process:
Given the urgency of the assessment, a clear protocol is needed to ensure the timeliness of the diagnostics. A first draft is expected with 12 working days. 
Step 1. After identification of country for assessment, establish task team composed of colleagues from HQ , relevant Employment Specialist and Country Office (in consultation with Regional Office/DWT).
Step 2. Review existing analysis and policy reviews within the ILO (e.g., ILO Country Response website, ILO Social Protection Monitor) and other agencies (e.g. IMF stimulus inventory, ODI Tracker, Oxford COVID-19 Government Response Tracker) (HQ with field inputs).
Step 3. Identify and select relevant data collection and analysis methodology (HQ and Employment Specialist).
Step 4. Carry out desk review of socio-economic situation prior to COVID 19 and to identify available data/indicators (see Annex 1, section 1) – HQ to complete with inputs from the field. 
Step 5. Implement assessment of impact and policy review led by ILO field employment specialists to identify macroeconomic, sectoral and labour market impact, with special reference to groups hardest hit, taking as a base the guidance questions above. If needed hold key informant interviews with selected few Gov, EO, WO, think tanks or academia. The focus is on the short term, but take note of prior, long- and medium term issues, particularly in the context of NEPs as noted above. It would be useful to include a few stakeholder interviews (government, industry leaders, TU representatives) on their views on the medium to longer-term recovery.
Step 6. [bookmark: _GoBack]Final consultation process (via telephone, Skype, etc. when required) with constituents, 
Step 7. Prepare and submit a short country assessment note and identify ongoing assessment requirements and policy support at the country level (HQ and field employment specialists).




ANNEX 1: Suggested list of indicators for the review
From the below list, section 1 will be led by EMPLOYMENT department colleagues, using internationally available data. The purpose is to establish a baseline for the situation. Section 2 and 3 guide the issues of how the response has affected the labour market and which groups have been most at risk.

1. Overview of socio-economic and health situation – desk review of data on the economy, demographics, labour market and health capacity (prior to the onset of Covid-19)

a. Economic situation: 
· GDP growth rates, GDP per capita, GDP per employee (labour market productivity) and if available GDP per hour worked 
· Trade/GDP ratio, sectoral composition of exports and imports (specially food and consumer goods), main export destination and origin countries
· FDI and remittances
· Fiscal situation – (external)Debt/GNI ratio, government revenue/GNI ratio, expenditure/GNI ratio, 
· Financial markets  
· Budget allocations
b. Labour market indicators sex disaggregated:
· Labour force participation, employment, unemployment and other forms of labour underutilization, including NEETs, working poverty, informality, employment by status and sectors, wages, labour income, working time, migrant workers (inward and outward), Micro and SME share of employment   
c. Social aspects
· Poverty incidence
· Social protection coverage 
· Health expenditure per capita, medical doctors per 10000 inhabitants 
· Demographic profile of population, density of population  

2. The COVID crisis : labour market transmission mechanisms -direct and indirect impacts

a. Overall economic impact level  
· Overall national approach to containment (degree of confinement measures)
· GDP slowdown
· Effects on consumption and investment
· Effect on financial markets
· Trade and current account impacts
· Government income and expenditure direct impacts (before special policies)
b. Sectoral impact
· Adversely affected sectors 
· Labour intensity of affected sectors 
· Gender composition of sectoral employment
· Size of enterprises
· Employment status
· Availability of teleworking options 
· Other sectors, including those with growing demand   
· Supply constraints in production
· Ability to reorganise supply chains 
· Infrastructure constraints and other bottlenecks
· Impact on prices
· Inflation / deflation pressures
· Foreign exchange pressures 
· Interest rate pressures

3. Workers at risk of loss of jobs, working hours, incomes and poverty, gender disaggregated

a. Variations in total unemployment, labour underutilization, working poverty, wage and labour income
b. Return migrant workers, seasonal workers, internally displaced persons
c. Identifying workers most at risk
· Workers by status in employment
· Workers by level of protection (wage workers, casual workers, self-employed, informal employment, informal sectors)
· Workers by sector of activity 
· Migrant workers (return and seasonal) and refugees 
· Location – urban and rural workers
· Age cohorts (overall, young and older worker)
· Women amongst all previous groups 

ANNEX 2 List of possible policy responses to consider for the review

1. Employment and labour market policies to mitigate the impact of the COVID-19

The policy review focuses on responses undertaken to mitigate the immediate impact of COVID-19. 

a. Support packages (fiscal and monetary policies)
· Economy-wide fiscal packages 
· Monetary policy and interest rates, reserve rates, currency swing management and FX spread limits
b. Targeted measures for most affected sectors
· Financial relief, including bailouts, bridging loans and grants 
· Accelerated procurement programmes
· Securing primary and intermediary inputs for production
· Investments in health and care sector
c. Enterprise support and employment retention measures
· Tax relief, employment retention subsidies, debt-repayment deferrals, loan guarantee funds, interest rate waivers or credit rating effects, 
· Support to reconverting production towards immediate needs 
· Support to retaining employees: wage subsidy (full/partial), suspension of taxes/social security contributions, adapting workweek and work-sharing 
· Remote working arrangements
d. Income support
· Paid leave, securing access to health insurance and coverage
· Increased access to and level of unemployment benefits 
· Income support for informal workers
· Income support for households with care responsibilities during school and care services’ closures 
· Financial relief for liquidity-constrained households 
e. ALMPs and labour market institutions
· Wage and employment subsidies 
· Short-time working arrangements 
· Retrenchment packages
· Public employment programmes/employment guarantees subject to social distancing measures
· Employment protection legislation (changes to laws to protect workers from dismissal, etc.)
· Employment counselling and guidance
f. Coordination, communication and social dialogue for putting in place employment and wage policies for recovery
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