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If no attempt is made to tackle the pandemic, the number of
patients may quickly overwhelm the health system. Positive Peace
helps reduce the number of untreated patients through many
channels. Three examples are:

* The Well-Functioning Government Pillar allows authorities to
act more quickly with better organised lock-downs, quarantine
regimes, isolation schemes and other measures to curtail the
rate of infections. This has the effect of ‘flattening’ the
epidemiological curve.

* A combination of Well-Functioning Government and High
Levels of Human Capital means that authorities are capable of
higher levels of testing and treatment capacity by diverting
public and private resources to treatment practices, ultimately
increasing health-system capacity.>® The combined effect of
interventions through these channels is a reduction in the
severity of the pandemic.

* One of the proxies and measures of Equitable Distribution of
Resources is a country’s health systems coverage of the
population. The broader the coverage the more likely a country
will be to handle the testing and treatment of COVID-19
patients.

« The other Pillars of Positive Peace are also important, such as
Free Flow of Information, which facilitates accurate and timely
dissemination of information on the virus and government
actions in combatting it, while Good Relations with Neighbours
helps in the global response to the pandemic.

Figure 1.16 illustrates how OECD countries with greater
development in the Well-Functioning Government Pillar have been

FIGURE 116

able to test higher proportions of their population for the
COVID-19 virus.

IMPACT ON POSITIVE PEACE PILLARS

The pandemic may lead to deteriorations in some areas of Positive
Peace. This means that socio-economic development may recede as
a result of the health crisis and its economic consequences. Some
countries will be more adversely impacted than others. Good
Relations with Neighbours and Sound Business Environment are
likely to be the Pillars most affected. However, all Pillars will be
influenced in the long term.

Examples of how the Pillars are likely to be impacted are set out
below.

Good Relations with Neighbours

This is the Pillar most likely to record significant deteriorations as
a consequence of COVID-19, as all three of its indicators have
already been negatively affected.

« International tourism, number of arrivals: The level of
international tourism has seen sharp reductions in air travel,
as previously mentioned, it collapsed in the first half of 2020.
In some countries, international air travel fell by more than 90
per cent. The OECD estimates that tourism makes up 4.4 per
cent of member countries’ GDP and 21.5 per cent of their
service exports, as seen in Table 1.5. Just four months without
tourism would detract two percentage points from annual
GDP growth in the OECD. This means that if the OECD
countries’ average GDP growth was expected to reach 2.3 per
cent in 2020 - as it did in 2018 - the collapse of tourism alone
would be enough to almost nullify this growth.

GOVERNMENT EFFECTIVENESS AND COVID-19 TESTS IN THE OECD

Higher development in Well-Functioning Government allows authorities to test larger proportions of

their populations.
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TABLE 1.5

HYPOTHETICAL IMPACT OF SHUTTING DOWN TOURISM IN THE OECD IN 2020

A four-month complete shut down of the tourism industry could wipe out almost all economic growth expected for the OECD in 2020.

ECONOMIC AGGREGATE TOURISM’S SHARE OF ECONOMIC

DETRACTION FROM AGGREGATE IF
TOURISM SHUTS DOWN FOR FOUR

DETRACTION FROM ANNUAL GDP
GROWTH IF TOURISM SHUTS

AGGREGATE MONTHS DOWN FOR FOUR MONTHS
GDP 4.40% 1.5 percentage points (pcp) 1.5 pcp
Services Exports 21.50% 7.2 pcp 0.5 pcp
Total detraction from annual GDP growth in 2020: 2.0 pcp
Memo item
Employment 6.90% 2.3 pcp

Source: OECD 2020?'; OECD Data?? IEP calculations

« Hostility to foreigners: The immigration bans as a result of
COVID-19 were acts of epidemiological control, rather than
social hostility. However, in some regions these initiatives
fuelled perceptions of foreigners as dangerous and
undesirable, with some countries recording increases in cases
of xenophobia and ethic profiling.?**

« The extent of regional integration: Regional trade will be
reduced as a consequence of lower consumption and the
interruption of international and domestic travel. The Dry
Baltic Index - which gauges the cost of and demand for
international maritime shipping of dry goods - fell by almost
80 per cent between December 2019 and March 2020.
Participation in regional trade alliances may not decline
substantially, as countries hope to resume activity post
pandemic. However, there is a deterioration in international
cooperation at many levels. The WTO is under pressure, while
the WHO is in direct conflict with the US. Some countries,
especially the US and China, are using trade sanctions and are
increasing protectionism and unilateralism.

Sound Business Environment

« The disruption in economic activity is likely to have a negative
impact on this Pillar, with two of its three indicators having
already deteriorated with the pandemic.

« GDP per capita: the global average GDP growth for 2020 has
been revised down from 2.9 per cent to negative three per cent
as a result of the pandemic. On a per capita basis, GDP will
also retract. In the developed world GDP is forecasted to
contract by six per cent. While contractions in the developing
world will be less, they will push a substantial number of
households below the poverty line.

« Business environment is likely to be one of the indicators most
adversely impacted by COVID-19. However, this impact will
not be homogeneous across all sectors. As discussed, aviation,
hospitality, tourism, recreation, travel, retail, energy and
mineral resources, shipping, education, banking and finance
are likely to be particularly negatively affected. Business
sectors that may avoid major disruptions are healthcare,
telecommunications, information technology and food
production.?” Once the pandemic abates, many governments
will attempt to Kick-start economic activity, possibly by
initiating large infrastructure projects, which could buoy the
construction and industrial machinery sectors.

High Levels of Human Capital

e The COVID-19 pandemic potentially deteriorates High Levels
of Human Capital, as youth unemployment will increase
severely in 2020.

« Share of youth not in employment, education or training
(NEET): Traditionally, youth unemployment rates are higher
than for the average of the population. In addition, youth tend
to be over-represented in areas such as hospitality and retail
trade - two areas severely impacted by social isolation and
distancing. These factors suggest a possible collapse in youth
employment in 2020. The overall share of youth out of
schooling and training is likely to increase substantially from
2019 levels.

Equitable Distribution of Resources

* Poverty levels are expected to rise this year, possibly leading to
a substantial deterioration in Equitable Distribution of
Resources.

» Poverty headcount ratio at $5.50 a day: The global economic
downturn and the disruption of international trade will
increase poverty rates in developed and emerging economies.
In developed countries that had a relatively benign fiscal
position before the crisis, governments will borrow in order to
increase welfare payments and support businesses. This will
potentially mitigate some of the impact of the pandemic on
poverty rates. However, in countries that were already heavily
indebted prior to the pandemic, the capacity to support
economic activity is limited. In some cases, deprivation may
deteriorate into food insecurity and famines, as discussed in
the section ‘Economic Sovereignty and Food Security’ later in
this paper.

Free Flow of Information

« There have been isolated efforts to prevent media from
divulging the true severity of the crisis in some countries. Yet,
the overall impact of COVID-19 on this Pillar is still unclear.

* Freedom of the press: The pandemic has seen cases of press
freedoms being suppressed as some authorities attempted to
prevent the reporting of case numbers.?627282930 [n addition,
many governments have acted with considerable speed in
implementing contagion reduction measures. If the press is
limited in its opportunity to scrutinise the measures
implemented, the lower accountability is likely to affect the
robustness of responses.

Acceptance of the Rights of Others

» Since the pandemic onset, there have been many examples of
communities coming together to support members and front
line health workers. Conversely, there have been examples of a
rise in xenophobia. Thus, the long-term impact of the
pandemic on Acceptance of the Rights of Others is yet to be
determined.
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Rebuilding the

sOocio-economic system

The COVID-19 crisis highlighted the fragility and complexity of the global socio-economic system. The
Positive Peace framework offers a way to structure thinking on how to reconstitute the fabric of the socio-
economy. The pathway to recovery will be long and arduous but will also offer opportunities to rethink the
vulnerabilities of the old economy and build a more resilient and productive system going forward.

RECOVERY: OPPORTUNITIES AND PITFALLS

Countries that are most likely to recover quickly from the
pandemic are those with strong performances in Good Relations
with Neighbours and Sound Business Environment before the
crisis. These were the Pillars most heavily affected by COVID-19.
In addition, Well Functioning Governments and High Levels

of Human Capital were influential in mitigating the effects of
the pandemic. However, sustainable, long-term socio-economic
improvement can only be achieved through balanced progress in
all Pillars.

Debt

Many countries implemented stimulus packages to mitigate the
impact of COVID-19 on their economies and set the stage for

a post-pandemic recovery. Some of these packages have been
large and require substantial funding through further issuance
of government debt. This may be problematic, especially if the
duration of liabilities is relatively short or they are denominated

FIGURE 1.17

in foreign currency. Countries that had low debt before the crisis
will be better placed to fund stimuli and recovery programs, and
without much deterioration to credit ratings and cost of debt, as

per Figure 1.17.

Initiatives to support economic recovery need to be inclusive,
transparently planned and carefully implemented. To achieve this,
the recovery effort will require strengths in the Well-Functioning
Government and Low Levels of Corruption Pillars.

Countries with lower tax revenues and lower debt will be best
placed to recover from the current crisis. In the OECD, the median
tax burden is 34 per cent of GDP and developed nations below
this level may be able to increase tax rates with relatively small
loss of competitiveness. Figure 1.18 shows that the median OECD
government debt is 70 per cent of GDP, and countries below

this level arguably have some leeway to implement debt-funded
recovery programs. Countries with higher debt and tax burdens
will find it more difficult to adjust.

GOVERNMENT DEBT AND GOVERNMENT EFFECTIVENESS IN OECD

COUNTRIES, 2018

Countries in the bottom left hand quadrant will be best placed to weather the pandemic and

economic downturn.
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Business

A robust and agile business sector - including research and
development industries - will be critical for the economic recovery
efforts. A well-developed Sound Business Environment and High
Levels of Human Capital will allow businesses to adapt to new
post-pandemic consumer demands, rapid technological disruption,
a labour market in turmoil and shifting governmental priorities.

FIGURE 118

Figure 1.19 highlights how nations with good performance in these
two Pillars are likely to experience more robust recoveries.

Some OECD countries will do well in most of the above mentioned
criteria. They have low levels of debt, effective governments,

agile business sectors and robust investment in technological

and scientific research. Others will have weaknesses in some
areas which should be addressed to facilitate the post-pandemic
recovery.

GOVERNMENT DEBT AND TAX BURDENS IN OECD COUNTRIES

Some OECD countries combine relatively high levels of debt with already high tax burdens. This will
make it harder to raise funds for debt repayment in the recovery stages.
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POST-PANDEMIC RECOVERY CONDITIONS

The two factors that will assist countries in the post-pandemic
recovery are high levels of Positive Peace - guaranteeing effective
institutions, social cohesion and transparent, representative
governments - and favourable economic conditions before the
pandemic.

Four indicators are used to measure these economic conditions:

« low central government debt as a proportion to GDP will help
countries borrow to mitigate the economic downturn during
the crisis and fund post-pandemic recovery initiatives;

« low unemployment rate, especially long-term unemployment,
means that the labour market is resilient and agile, facilitating
the re-training and re-allocation of workers to a new post-
pandemic business environment;

« low tax revenue relative to GDP means that central authorities
will have some leeway to increase taxation in the medium
term to help fund the budget deficits enlarged by the crisis.

This may remove the need to erode government debt through
high inflation and economic instability; and

» low dependence on international trade - exports plus imports
- relative to GDP means that countries may navigate the
disruption of international logistics caused by COVID-19 and
a possible future reduction in international trade. The World
Trade Organisation (WTO) is expecting international trade
to fall by between 13 and 32 per cent in 2020 as the COVID-19
pandemic disrupts normal economic activity.*

In this analysis ‘economic recovery’ means returning to a country’s
pre-pandemic activity conditions, and does not denote economic
development in absolute terms.

According to available published data, China, Indonesia, Russia,
Mexico and Australia are the countries with the best pre-pandemic
systemic states to facilitate a recovery, as seen in Table 1.6. This
does not mean, however, that the recovery will be quick or easy, but
only that countries with propitious economic pre-conditions are
better placed relative to others.
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FIGURE 119

BUSINESS ENVIRONMENT AND HUMAN CAPITAL IN OECD

3.5

COUNTRIES, 2018
High Levels of Human Capital and Sound Business Environment tend to be correlated.
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TABLE 1.6

ECONOMIC PRE-CONDITIONS FOR POST-PANDEMIC RECOVERY, 2018

The countries with the most favourable economic pre-conditions for a post-pandemic recovery - China, Indonesia, Russia and
Mexico - rank relatively poorly in Positive Peace. In Russia and Mexico, in particular, Positive Peace has improved very little over the

past decade.

PP12018
ECONOMIC;II:’I\-ZI;(C*ONDITIONS COUNTRY**
RANK CHANGE IN SCORE FROM
2009 (%)
1 China 34 -6.6 (improvement)
2 Indonesia 39 -9.0 (improvement)
3 Russia 37 -1.3 (improvement)
4 Mexico 35 -1.6 (improvement)
5 Australia 13 2.0 (deterioration)
6 Chile 31 -6.2 (improvement)
7 South Korea 23 -9.4 (improvement)
8 United States 25 6.9 (deterioration)
9 New Zealand 9 -4.1 (improvement)
10 Japan 16 -4.3 (improvement)
1" Turkey 1 1.3 (deterioration)
12 India 42 -3.3 (improvement)
13 Czech Republic 22 -5.3 (improvement)
14 Switzerland 3 -3.1 (improvement)
15 Israel 27 -9.9 (improvement)
16 Colombia 38 7.5 (improvement)
17 Norway 1 -3.3 (improvement)
18 Estonia 20 -8.6 (improvement)
19 Iceland 6 0.8 (deterioration)

COVID-19 AND PEACE | 22

Table continues overleaf ->



20 Germany 1 -2.7 (improvement)
21 Lithuania 24 -12.0 (improvement)
22 South Africa 39 1.6 (deterioration)
23 Poland 29 -0.5 (improvement)
24 United Kingdom 18 3.2 (deterioration)
25 Brazil 36 7.4 (deterioration)
26 Latvia 28 -8.6 (improvement)
27 Canada 10 -0.7 (improvement)
28 Netherlands -1.5 (improvement)
29 Ireland 8 -1.5 (improvement)
30 Denmark 6.8 (deterioration)
31 Hungary 33 2.3 (deterioration)
32 Sweden 3 3.4 (deterioration)
33 Slovakia 30 -0.5 (improvement)
34 Slovenia 19 -3.6 (improvement)
35 Finland 2 -0.8 (improvement)
36 Austria 12 2.8 (deterioration)
37 Spain 21 0.0 (no change)
38 Portugal 17 -8.7 (improvement)
39 Italy 26 -3.9 (improvement)
40 France 15 -0.6 (improvement)
41 Greece 32 9.0 (deterioration)
42 Belgium 14 0.7 (deterioration)

Source: |IEP

Note: *Higher rankings mean the country has lower debt, tax revenue and trade levels (proportional to GDP) and lower unemployment rates pre-

pandemic. **Country selection: all OECD and BRIC plus Indonesia, Colombia and South Africa.

FIGURE 1.20
POSITIVE PEACE AND ECONOMIC RESILIENCE FOR POST-PANDEMIC
RECOVERY, 2018

Countries in the bottom left quadrant combine favourable economic pre-conditions for a recovery
and high levels of Positive Peace. The distance between a country’s position and the bottom-left
corner of the diagram is indicative of the relative difficulty countries will face to recover.
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Favourable economic pre-conditions will help governments deal
with the crisis at a macro level. However, recovery will also be
better in a strong, well-developed society with social cohesion.
Comparing economic pre-conditions to the Positive Peace Index
(PPI) adds this dimension.

Countries that do well in both economic pre-conditions and
Positive Peace - the bottom-left quadrant in Figure 1.20 - are
those which may recover more easily post-pandemic. The distance
between a country’s position and the bottom-left corner of the
diagram represents the relative difficulty a country will have in
implementing a full economic recovery post-pandemic.

Countries that have been improving in Positive Peace over the
past decade may also use this momentum to strengthen and
consolidate the recovery. These are represented in blue in the
figure. Countries that have been deteriorating, may face social
barriers from past grievances and their Positive Peace may
descend even further.

ECONOMIC SOVEREIGNTY AND FOOD
SECURITY

The pandemic has brought to the fore the advantages and
disadvantages of relying on international trade versus fostering
economic sovereignty. Economic sovereignty gauges a country’s
ability to cater for its domestic market without depending as much
on other nations.

Traditionally, companies have sourced inputs from the
cheapest foreign suppliers, which led to a decline in domestic
manufacturing, especially in OECD nations. In addition,
administrative techniques to minimise inventories - e.g.
‘just-in-time’ or ‘pull-through production’ - mean that modern
manufacturers operate with paper-thin inventories and are
therefore vulnerable even to short-lived disruptions.?>%?

FIGURE 1.21

This increased reliance on international trade failed to account
for the damaging impact of major logistic disruptions, such as the
2008 financial crisis, the 2011 earthquakes in Japan, hurricanes
Maria and Harvey, the US-China trade war of 2018 or COVID-19.
Accordingly, some governments have started to include economic
sovereignty considerations in post-pandemic recovery plans. For
example, Japan and India launched a program to help companies
shift manufacturing from China back domestically or to other
countries.>3% In the US, the government and companies have
been discussing how to bring some manufacturing back inside
US borders.*® For example, Intel has committed to building more
manufacturing plants in the US.

Imports plus exports, expressed as a proportion of GDP, is one
indication of how much a country relies on international trade to
maintain its economic wellbeing. Figure 1.21 shows that countries
such as the US, Brazil, Japan and China have large domestic
activity and operate with a high degree of economic sovereignty.
Similarly, the import content of exports measures the share of
exports that was not produced domestically. This is also a measure
of economic sovereignty. Countries whose exports come largely
from reprocessing or re-shipping products from other countries
are highly dependent on international trade. This is the case for
Mexico, South Korea and some smaller European economies.

Overall, it is important to recognise the critical role that
international trade has played in global prosperity. Countries

and regions have different comparative advantages and the

ability to share these dividends with others by trading is a key
driver of prosperity. However, the design of countries’ economic
infrastructure must also take into account the possibility of trade
disruptions. If not, their economies will be excessively vulnerable
to logistical shocks and will be ill prepared for future disruptions.
Table 1.7 illustrates how countries with comparatively high degrees
of economic sovereignty are better placed to navigate such shocks.

DEPENDENCY ON INTERNATIONAL TRADE IN SELECTED COUNTRIES

Trade - exports plus imports - expressed as a proportion of GDP is a proxy for absence of economic

sovereignty; as is the imports content of exports.
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TABLE 1.7
ECONOMIC SOVEREIGNTY, 2018

Countries with greater degrees of economic sovereignty will be less affected by a possible reduction in global trade, either as a result
of the pandemic itself or of post-pandemic geopolitical tensions.

United States 6.9 (deterioration)
2 Brazil 36 7.4 (deterioration)
3 Colombia 38 1.5 (improvement)
4 Australia 13 2.0 (deterioration)
5 Japan 16 -4.3 (improvement)
6 Indonesia 39 -9.0 (improvement)
7 Russia 37 -1.3 (improvement)
8 India 42 -3.3 (improvement)
9 Chile 31 -6.2 (improvement)
10 New Zealand 9 -4.1 (improvement)
1" China 34 -6.6 (improvement)
12 United Kingdom 18 3.2 (deterioration)
13 Israel 27 -9.9 (improvement)
14 Turkey M 1.3 (deterioration)
15 Norway 1 -3.3 (improvement)
16 Canada 10 -0.7 (improvement)
17 Italy 26 -3.9 (improvement)
18 South Africa 39 1.6 (deterioration)
19 France 15 -0.6 (improvement)
20 Spain 21 0.0 (no change)
21 Greece 32 9.0 (deterioration)
22 Germany 1" -2.7 (improvement)
23 Sweden 3 3.4 (deterioration)
24 Iceland 6 0.8 (deterioration)
25 Finland 2 -0.8 (improvement)
26 Latvia 28 -8.6 (improvement)
27 Portugal 17 -8.7 (improvement)
28 South Korea 23 -9.4 (improvement)
29 Switzerland 3 -3.1 (improvement)
30 Poland 29 -0.5 (improvement)
31 Austria 12 2.8 (deterioration)
32 Denmark 5 6.8 (deterioration)
33 Mexico 35 -1.6 (improvement)
34 Netherlands 7 -1.5 (improvement)
35 Lithuania 24 -12.0 (improvement)
36 Estonia 20 -8.6 (improvement)
37 Slovenia 19 -3.6 (improvement)
38 Czech Republic 22 -5.3 (improvement)
39 Belgium 14 0.7 (deterioration)
40 Hungary 33 2.3 (deterioration)
41 Ireland 8 -1.5 (improvement)
42 Slovakia 30 -0.5 (improvement)

Source: IEP
Note: *Higher rankings mean the country has lower trade as a proportion of GDP and lower import content of exports. These two parameters have been
equally weighted. **Country selection: all OECD and BRIC plus Indonesia, Colombia and South Africa.
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Famines and Food Security

The UN’s Food and Agriculture Organisation (FAO) warned that
some vulnerable societies, particularly countries outside the OECD,
are facing a ‘crisis within a crisis,” as the threat of famine is added
to the risk of COVID-19 infection. Around 113 million people

in 53 countries were unable to feed themselves properly even
before the pandemic disrupted the global economy.?” The FAO is
particularly concerned with food deprivation in the Sahel region,
Central African Republic, Democratic Republic of the Congo, South
Sudan, Afghanistan, Haiti, Syria and Myanmar. In addition to

the economic downturn damaging livelihoods, the pandemic also

TABLE 1.8

increases the probability of famine because the lock-downs prevent
people from earning the necessary money to feed them and their
families. In many developing countries the money earned that day
is what provides the food that evening.

The Food Security Index ranks countries according to the
availability, affordability and the quality of food accessible to
the population. Table 1.8. shows that many countries in Africa
and Latin America were already facing food insecurity before
COVID-19. The pandemic is expected to worsen this situation,
especially if Africa and Latin America start recording larger
proportions of infected persons in the second half of 2020.

FOOD SECURITY INDEX - TOP AND BOTTOM RANKS, 2019
Many African countries already faced food insecurity before the COVID-19 crisis.
A score of 100 indicates the highest possible food availability, affordability and quality.

TOP 15 FOOD SECURITY RANKS BOTTOM 15 FOOD SECURITY RANKS

RANK COUNTRY SCORE (OUT OF 100) RANK COUNTRY SCORE (OUT OF 100)
1 Singapore 87.4 99 Sudan 457
2 Ireland 84.0 100 Angola 45.5
3 United States 837 101 Zambia 44.4
4 Switzerland 831 102 Togo 44.0
5 Finland 82.9 103 Haiti 43.3
6 Norway 82.9 104 Malawi 425
7 Sweden 827 105 Mozambique 1.4
8 Canada 82.4 106 Sierra Leone 39.0
9 Netherlands 82.0 107 Syria 38.4
10 Austria 81.7 108 Madagascar 379
n Germany 81.5 109 Chad 36.9
12 Australia 81.4 110 Congo (Dem. Rep.) 357
13 Qatar 81.2 m Yemen 35.6
14 Denmark 81.0 12 Burundi 34.3
15 Belgium 80.7 13 Venezuela 31.2

Source: The Economist Intelligence Unit and Corteva Agriscience
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