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 The LDCs experienced contagion later and less 
severely than advanced countries. With about 
13 per cent of the world’s population, the LDCs 
embodied 1.6 per cent of global COVID-19 
confirmed cases as of January 2021. In spite of 
limited testing capacities, cases have increased 
steadily from April 2020 (1,751) to January 2021 
(1,374,461), with just under four-fifths of them in 
five countries alone - Bangladesh, Nepal, Ethiopia, 
Myanmar, and Afghanistan.  

 The LDCs responded quickly as the pandemic 
unfolded. Most LDCs introduced early lockdowns 
and mobility restrictions aligned with those in 
advanced countries. For instance, in the LDCs, 80 
per cent of all workers resided in countries with 
some type of workplace closure as of July 30th. 
Many countries that had stricter measures, 
however, soon chose to amend and ease them 
recognising the grave economic damage caused 
for businesses, workers and poorer people. 

 Although the health crisis has been less serious 
than elsewhere, the economic crisis is 
especially acute. Multiple shocks are 
substantially threatening the jobs and well-being 
of workers, with the effects of mandated market 
closures compounded by a deep and prolonged 
drop in external demand, e.g. exports, tourism 
receipts, and remittances. 

 The estimated loss of working hours has been 
less great in LDCs but the impact more serious. 
This results from weaker social protection systems  

and limited fiscal space. The crisis hit upfront the economic 
sectors wherein informal, low-productive urban employment 
is usually clustered – commerce, food, transportation, 
personal services and domestic work. Rural areas were also 
affected, while external channels accounted for significant 
declines of jobs in manufacturing, construction, services, 
mining, and tourism. 

 Changes in employment only capture part of the labour 
market damage. Preliminary evidence from a range of ad 
hoc surveys suggests that the income channel may more 
adequately capture the labour market impact, since 
individuals are more likely to experience reduced incomes 
and underemployment than become unemployed or 
inactive. In some LDCs, significant losses in earnings 
affected as much as 80 to 90 per cent of surveyed 
respondents - e.g. Bangladesh, Senegal, Timor Leste, 
Uganda, and Yemen. Beyond higher unemployment and 
inactivity, the risk for workers is deeper informality, 
underconsumption, hunger and long-lasting poverty. For 
businesses, the risk is insolvency and deep scars in 
productive capacities, skills and networks.   

 The rapid introduction of fiscal and monetary measures 
is a common feature of advanced economies and the 
LDCs ... Fiscal measures in the LDCs aimed at strengthening 
health systems, expanding social assistance and supporting 
the private sector by granting tax relief or suspending 
government fees and other payments. A distinct challenge 
pertained to supporting workers in the informal economy, 
largely out of the reach of social protection systems. 

Key points 
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Over to 37 per cent of those cases, moreover, were 
accounted in one country alone – Bangladesh, with Nepal, 
Ethiopia, Myanmar, and Afghanistan together composing 
an additional 41 per cent. These figures are likely to be far 
less than the reality as a consequence of limited testing 
capacities. Although they increased their testing capacity 

by 19 times since early May, as of September 30th, LDCs 
altogether still accounted for 6,811 reported tests per 
million population. This is in contrast to 63,655 and 
224,197 reported tests per million population in other 
developing countries and the developed world, 
respectively.2

 Table 1 - COVID-19 confirmed cases in the LDCs 

 25 March 3 April 3 May 3 June 3 July 3 August 3 September 3 October 3 November 3 December 3 January 

/development/desa/dpad/wp-content/uploads/sites/45/LDC-testing-30-Sep.pdf
https://www.brookings.edu/bpea-articles/the-effects-of-the-coronavirus-pandemic-in-emerging-market-and-developing-economies/
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 Figure 1:  Share of workers with general workplace closures (as of 30 July 2020)  

 

  

 Multiple shocks are having a significant impact on the 

labour market 

If the direct impact on public health remained subdued or 
unseen, there are several ways wherein the COVID-19 
pandemic is having a dramatic impact on jobs and 
incomes in the LDCs. 

The containment measures adopted at the outbreak of 
the pandemic, as seen above in Figure 1, account for the 
most direct effect. Restriction of movements, mandated 
market closures at home and abroad, physical distancing 
and other forms of supply-side bottlenecks adversely 
affect production activities. Even if domestic measures in 
many LDCs were relatively short-lived and halfway 
respected, a few weeks of shutdown can have severe 



https://www.wto.org/english/tratop_e/covid19_e/ldcs_report_e.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/33634/COVID-19-Crisis-Through-a-Migration-Lens.pdf?sequence=5&isAllowed=y
https://bangladesh.iom.int/news/iom-assists-vulnerable-returning-migrants-impacted-covid-19-pandemic
https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/briefingnote/wcms_749399.pdf
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labour market adjustment mechanism, expanding to offer 
some precarious livelihoods to buffer the negative 
employment effects of a trade shock or budgetary 
restrictions due to fiscal consolidation. This time around, 
the crisis hit upfront the economic sectors wherein 
informal, low-productive urban employment is usually 
clustered – commerce, food, transportation, personal 
services and domestic work.  

Direct figures on employment losses are scant, as 
conventional labour market statistics in the LDCs are only 
available with a considerable delay, if available at all. A 
variety of ex-ante assessments, ad hoc household and 
business surveys and innovative methods have been 
introduced in order to track labour markets as the crisis 
unravels. The results are quite fragmented, given the 
differences in scope, size, timing and methodology of the 
surveys (see box 2). Overall, they point to job losses 
disproportionately concentrated in low-skilled jobs mainly 
in urban areas (i.e. in tourism, construction, 
manufacturing, restaurants, retail, and transport), 
although rural jobs are also affected, such as those in 
agriculture and mining.12  

It is also the case that the economic damage of the crisis is 
better captured by the income channel than employment. 
This is because, as mentioned earlier, large swaths of the 
LDCs’ labour markets are composed of self-employed 
workers that are more likely to incur reduced incomes 
and/or working hours than become inactive or 
unemployed.  

A comparable result from national surveys and country 
assessments is that, overall, the crisis has led to significant 
lost earnings and reduced incomes in the LDCs, in some 
countries affecting as much as 80 to 90 per cent of 
surveyed respondents - e.g. Bangladesh, Senegal, Timor 
Leste, Uganda, and Yemen.13 Those drops in income are 
noteworthy insofar that they are pushing many individuals 
more deeply into poverty, cutting down on consumption 
to the bare minimum, taking out predatory loans from 

 
12 See, for instance, Wieser, C.; Ambel, A.; Bundervoet, T.; Haile, A. 2020. Impacts on Households in Ethiopia: Results from a High-Frequency Phone Survey of 

Households, Washington, D.C.: World Bank. 
13  World Vision. 2020. Rapid impact assessment in Bangladesh, London; Nestour, A.; Moscoviz, L. 2020. Five findings from a new phone survey in Senegal, 

Centre for Global Development; UN. 2020. Socio-economic impact assessment of COVID-19 in Timor Leste; Aguta et al. 2020. Monitoring COVID-19 
Impacts on Households in Uganda : Findings from the First Round of the High-Frequency Phone Survey (English); Norwegian Refugee Council. 2020. 
COVID-19 Impact Assessment Report.          

14 ILO. 2020. A gender-responsive employment recovery: Building back fairer, Geneva: ILO. 
15 ILO. 2020. Impact of COVID19 on employment and business in the Pacific, Fiji: ILO. 
16 ADB. 2020. COVID-

https://openknowledge.worldbank.org/handle/10986/33824
https://openknowledge.worldbank.org/handle/10986/33824
https://www.wvi.org/sites/default/files/2020-06/Rapid%20Impact-%20Assessment%20Bangladesh%20FINAL.pdf
https://www.cgdev.org/blog/five-findings-new-phone-survey-senegal
https://www.tl.undp.org/content/timor_leste/en/home/library/poverty/socio-economic-impact-assessment-of-covid-19-in-timor-leste.html
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/538251597678748650/findings-from-the-first-round-of-the-high-frequency-phone-survey
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/538251597678748650/findings-from-the-first-round-of-the-high-frequency-phone-survey
https://reliefweb.int/sites/reliefweb.int/files/resources/NRC%20COVID-19%20Impact%20Assessment%202020%20-%20Combined.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/documents/publication/wcms_751785.pdf
https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/---ilo-suva/documents/publication/wcms_751883.pdf
https://www.adb.org/publications/covid-19-impact-job-postings-bangladesh-sri-lanka
https://www.wvi.org/publications/report/bangladesh/covid-19-rapid-impact-assessment-bangladesh
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https://openknowledge.worldbank.org/handle/10986/33824
https://www.cgdev.org/blog/five-findings-new-phone-survey-senegal
https://www.undp.org/content/undp/en/home/coronavirus/socio-economic-impact-of-covid-19.html
https://reliefweb.int/report/yemen/covid-19-impact-assessment-report-yemen-july-2020
https://www.poverty-action.org/recovr-study/recovr-burkina-faso-tracking-effects-covid-19-pandemic
https://www.undp.org/content/undp/en/home/coronavirus/socio-economic-impact-of-covid-19.html
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million workers) in Bangladesh and Cambodia, 
respectively.25  

It is estimated that the public health crisis could cost 
global value chains $US50 billion in exports.26 Transport 
controls and other measures put in place at the start of 
the year have led to raw material shortages in garment-
exporting countries, drastically limiting production. In 
addition, supply has also been restricted locally via 
temporary lockdowns and factory closures imposed by 
governments in attempt to keep contagion rates at bay. 
The virus is also resulting in a sharp decline in consumer 
spending, especially in Europe and Northern America. 
Consumers’ loss of income and confidence, social 
distancing, and increased propensity to save during times 
of recession are leading to a reduction in global demand 
for those goods. While the repurposing of factory 
resources has had a mitigating effect in some countries – 
e.g. the mass production and exporting of face masks in 
Bangladesh, Cambodia, and Myanmar - those trade flows 
are hardly sufficient to offset contractions felt in the 
garment sector, and sizable job losses in the LDCs remain 
apparent (see Box 3).27  

 Box 3 – Employment impact in the garment sector in 
the LDCs 

In Bangladesh, as of April, an estimated US$3.18billion 
in orders has been lost, affecting 1,150 factories, which 
is equivalent to 8 per cent of last year’s total exports 
value. The drop in demand is affecting more than 2.28 
million garment workers.28  

In Cambodia, as of July, 400 factories have been forced 
to suspend operations, affecting over 150,000 workers.29  

In Haiti, as of April, more than 50 per cent of surveyed 
factory managers claimed to have suspended a 
proportion of their workforce, in some cases a

https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/documents/publication/wcms_663043.pdf
https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/---ilo-dhaka/documents/publication/wcms_735614.pdf
https://unctad.org/system/files/official-document/ditcinf2020d1.pdf
https://www.ilo.org/asia/publications/issue-briefs/WCMS_758626/lang--en/index.htm
https://betterwork.org/2020/04/15/bangladesh-updates/
https://betterwork.org/2020/04/15/cambodia/
https://betterwork.org/2020/04/15/haiti-updates/
https://www.ilo.org/wcmsp5/groups/public/---africa/---ro-abidjan/---sro-addis_ababa/documents/publication/wcms_751045.pdf
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 Box 4 – Employment impact in the tourism sector in 
LDCs 

In Vanuatu, tourism represents approximately 75 per 
cent of total exports. It is estimated that the Vanuatuan 
economy could shrink by 13.5 per cent because of the 
outbreak. With tourism accounting for 34 per cent of 
GDP and the dramatic drop in tourist arrivals – 
estimated to fall by 84,000 in 2020 – 21,000 jobs in the 
small country could be impacted.33  

In the United Republic of Tanzania, the government 
expects 76 per cent of direct employment in tourism to 
be lost, amounting to 477,000 jobs.34 

According to a moderate scenario, Senegal will 
experience a 3 per cent decline in GDP, translating into a 
7 per cent drop in unskilled employment and a 
reduction of 8 per cent in skilled workers’ wages.35 

In Bhutan, an impact assessment showed that almost 
two-thirds of households generate their income solely 
from tourism-related activities. Moreover, as of April, 36 
per cent of respondents confirmed that they either had 
lost their job or been granted leave without pay, which 
has led to 63 per cent of households incurring a loss of 
income by at least 50 per cent. Deprived respondents 
(over 60 per cent) reported that their households did not 
have enough food for three or more week.36 

In Nepal, as of April, job losses stood at 1.5 million in 
industries associated with trekking and mountaineering; 
employment also decreased for professional guides (-
1,500) and tourist bus drivers (-300).37 

Faltering commodity prices 

https://trade4devnews.enhancedif.org/en/op-ed/covid-19-hitting-tourism-hard-what-does-mean-worlds-poorest-countries
https://theexchange.africa/countries/how-covid-19-threatens-tourism-labour-in-tanzania/
https://unctad.org/system/files/official-document/ditcinf2020d3_en.pdf
http://www.nsb.gov.bt/publication/files/pub1ip5024jn.pdf
https://www.np.undp.org/content/nepal/en/home/library/rapid-assessment-of-socio-economic-impact.html
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1. targeted investments to strengthen the health system, 
in some cases within the frame of contingency plans 
coordinated with international organizations and 
donors;  

2. 

https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/briefingnote/wcms_749399.pdf
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and safeguarding them from irrevocable disruptions in 
production. 

Assessing the impact of those efforts is difficult. Health 
systems have received more resources but remain weak 
vis-à-vis the mounting direct and indirect sanitary 
consequences of the pandemic. Some basic assistance 
was provided to vulnerable groups of the population, 
helping alleviate social distress and prevent political 
turmoil. Vital businesses have received some backing. Yet, 
by and large fiscal support remained well below the size of 
the economic shocks affecting households and 
enterprises, doing little in the way of preventing long-run 
scarring effects. 

The lack of fiscal space accounts for a main constraint 
to effectively tackling the employment and economic 
damage of the pandemic. This constraint becomes more 
severe as fiscal accounts are under pressure from the 
decline in revenues at the same time as lower foreign 
exchange earnings place pressure on the balance of 
payments and debt levels. As LDCs can hardly borrow in 
their own currencies, and are relying on imports of many 
essential goods and services, external constraints are 
particularly constrictive. Valuable assistance has been 
made available from the multilateral institutions and the 
G20 countries, but much more is needed (Box 5). Without 
sustained international support, the prospect is to wipe 
out decades of progress in reducing poverty. 

 Box 5 - 

https://www.worldbank.org/en/about/what-we-do/brief/world-bank-group-operational-response-covid-19-coronavirus-projects-list
https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker
https://www.unocha.org/covid19
https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker
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