


BACKGROUND
As Part of its special COVID-19 Series, Wikistrat explored with one of its Supply Chain 
Experts, Malcolm Cooper, the impact of COVID-19 on Supply Chain Trends in South Asia. 

Malcolm Cooper
In his current role as Regional Facilities Manager with Synopsys India Pvt 
Ltd , Malcolm looks after operations and projects. He has been leading 
and executing several security and supply chain due diligence projects with 
MitKat Advisory Services in South Asia for the last four years, within the 
retail, infrastructure, pharma, energy and defense industries.
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5 KEY TAKEAWAYS
Supply Chain Issues Begin With Transportation: It is the harvest season in South 
Asia and agricultural supplies are plentiful, yet distributors are far from operational 
capacity. South Asia’s already-underdeveloped transportation infrastructure is, at points, 
either completely shut down or stretched thin, making distributors wary of long-haul 
assignments.

Urban Labor Shortage Halts Construction: Modi’s abrupt lockdown led to labor flight 
from major urban centers in India, halting many important construction projects. This 
problem is likely to continue, even after the end of the lockdown, due to the typical 
difficulties of labor organization in the region.

Liquidation of Business Harming Capital Markets: India’s impressive growth in 
capital markets has been reversed by the liquidation of many small- and medium-sized 
businesses. The reversal back to an equity-heavy market could potentially be a slow and 
painful process.

Smaller Economies Solving Supply Issues: Both Bhutan and Nepal have been successful 
in ensuring essential supply links remain open, particularly by air, to supply basic 
necessities to their populations. They have, however, been unsuccessful in maintaining 
effective trade networks.

Sustainable Rebuilding In South Asia Unlikely: In many informal sectors, such as 
construction, strategies to mitigate the damage of such crises again may lead to large 
increases in unemployment, making sustainable rebuilding, paradoxically, unsustainable.
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LIVE WEBINAR:
FULL TRANSCRIPT

Can you provide a general overview of the impact on supply in South Asia?

So from a South Asian perspective, it’s mostly an agrarian economy, including India, Nepal, Bhutan, Sri Lanka, 
Bangladesh, Pakistan, and the Maldives. The highest hitting impact from a supply perspective is in agriculture. 
Agriculture serves as a start point, and there has been a complete disruption in terms of the agrarian supply 
chain across South Asia. From a wholesale market perspective, due to the lockdown observed in all these 
countries, there’s quite a few challenges for farmers trying to get their products to the wholesale market.

Now, keep in mind this time is the harvest season. We are in the spring harvest season, so there is a lot 
of piles of agricultural products which are not reaching the retailers. Most of these challenges are seen 
around storage and distribution. There is a massive problem in warehousing, storage of these goods, and 
distribution. Transport is a major issue being seen. Since the roads are empty, there are very few transporters 
who are agreeing to travel. Because if you have to travel even 200 miles, 300 miles to get it to a certain town 
or a certain city, you’ll require certain infrastructure on the highways, which will support truckers. Which is 
completely shut down right now in terms of food, in terms of diesel fuel. Most of the diesel and petrol banks 
are shut en route.

So, there’s no way to get harvest to a wholesale market in the city. And in the interim, the storage and distribution 
in terms of warehousing are shut down right now. So, that’s from the agrarian side of it. From another side, 
the highest risk and the highest impact is seen in textiles. So, from more of a South Asian perspective, India, 
Bangladesh, textile-oriented industries, most of these folks are in the unorganized sector. So, the government 
has not put figures yet, but especially in Bangladesh, millions of people are already unemployed. So, the 
supply of textile fabrics is, again, hitting the economy very hard, because it’s a very export-heavy industry.

Supplies from China have picked up, and they have picked up because the Chinese factories have opened. 
It’s good, especially the API, that is the Active Pharmaceutical Ingredients, which are needed to manufacture 
certain drugs… they are coming in from China. 55% of our electronics input is from China, which is trickling in. 
However, once again it’s trickling in. No space for storage, no space for distribution, no scope of supply. So, 
although the input side of things is open from China, internally, the storage and distribution of these items is 
absolutely zero right now.
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So, there’s a major problem in terms of orders which were already given. This will not only be electronics, but 
a lot of other things including furniture, including manufacturing sites from the point of view of infrastructure. 
They have this come. However, they are not able to actually deliver it to the end-user, obviously, because all the 
industries are shut down. So, from the supply chain of the manufacturing, that is completely impacted. A lot 
of automobile manufacturers are already laying off people, local automobiles like such as Tata, already 30% 
of the workforce have been given notice. So, we are seeing an impact in manufacturing as well.

In terms of the other industries, from a supply perspective, one of the major hit industries is construction. 
I’m talking about commercial construction; I’m talking retail construction and, also, in the housing sector. 
This is because of the workforce, which is labor-oriented, having returned to their villages. And this is across 
the region, including Sri Lanka, including Bangladesh, and others. Obviously, India and Pakistan as well. The 
construction industry has come to a screeching halt. Most probably, it’s not going to recover even after the 
lockdown is lifted, because of organizing the labor and material once again to the construction site. There’s 
going to be a lot of delay, a lot of reluctancy from an investment perspective.

So, the debt ratio in the construction industry is already extremely high. The real estate industry, especially in 
the urban areas, is impacted along the lines of something that we have never seen before. And there has been 
no direction as to the way forward. So, from the supply perspective, I think these are the domains which are 
majorly impacted. We are seeing a little bit of improvement in terms of medical supplies. Medical supplies 
across India, even to Nepal, have increased. So, all the governments have released the embargo on medical 
supplies, and medical supplies are being transported, as of now, as priority goods. So, goods for medical 
supplies are moving around. So, from that perspective, I think an initiative has already been made.

So, how can this uncertainty in supply impact the South Asian economy?

So, in terms of the impact to the South Asian economy, so SARC, which is the South Asian Regional Corporation, 
has already mandated that it will have reduced import and export in this time so as to nullify the impact to 
some extent. But from a local perspective, the retailers, the distributers, and the point of the consumers, 
consumer reduction is going to be able to really, really see a highlight in the next two months. Primarily 
because most of the companies have already reduced salaries to their employees. So, be it the common 
employee, be it the private sector employee, salaries are getting impacted. There are very few companies who 
are still providing any salary or the same benefits as before the outbreak. So, consumer spending is going to 
be completely minimized. We already are seeing tourism reduced, so it’s going to impact economics like Sri 
Lanka, Bhutan, Nepal immensely.

From a tourism perspective, these countries are going to be impacted, and it’s going to be very difficult for 
them to reach their GDP numbers again. For India, the latest projections are a 4.2% growth, but that is an 
extremely optimal projection. It, most likely, will not see those numbers because of the reduction in consumer 
spending. So, the economy is going to go down because of consumer spending, whichever way you want 
to put it. However, things will add in terms of improving the supply chain distribution or improving reduction 
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in duties in terms of imports and exports. As long as the consumer spending is low, it’s going to remain low.

India has really seen a very, very positive increase in capital markets and the equity markets. Now, because 
of the lack of supply, because of the lack of consumer confidence, the equity markets have already gone low. 
We’ve almost gone across South Asia where an average of 8,000 basis points in the market has reduced. So, 
companies are looking to liquidate now. Whenever companies are looking to liquidate, that’s always a bad 
sign. So, it’s going to take a lot of time for the market to become from a liquidation-heavy market to, once 
again, an equity-based or an equity-heavy market. So, that’s one of the major impacts that it’s going to see on 
the South Asian economy.

In terms of other trade agreements with the ASEAN countries, it still holds good. But from Singapore, from 
Malaysia, we are already seeing export bans, and it’s not going to be lifted anytime soon. So, our export 
markets have also been hit. The demand for Bangladeshi goods, which used to come from textiles from 
European countries or even the US, for example, has reduced. So, the export side will not be able to pick up. 
So, if the export is not able to pick up, it’s obviously going to translate to GDP growth. So, that’s the overall 
impact it’s going to have.

What types of strategies can we expect to see from South Asian countries? Have there already been any 
strategies implemented to try to mitigate the supply crisis on the wider effect on the economy?

Okay, so to answer your first question, what have we already seen? What we are seeing right now is the supply 
aid to countries which are landlocked. Bhutan and Nepal are heavily dependent on a land-based supply or air-
based supply. We are seeing an increase as of last week. So, the national highway from India to Bhutan has 
been opened, and trucks are utilizing that highway. From a humanitarian perspective, yes, supplies are being 
sent to these countries. From a trade perspective, no. There is no such initiative which has been taken by any 
of the governments. So, it’s only a supply of essential goods. When you say essential goods, it will mean food, 
grains, medicines, and oil. These four are the essential goods which are being supplied and, as of now, that is 
open to these countries.

The strategy that India is taking, in terms of a nationwide strategy, is trying to give an impetus on door-to-door 
delivery. Now, there is a fundamental problem for door-to-door delivery, as I probably would have explained 
in my earlier statements as well. It’s the warehousing and distribution, including the fact that a lot of door-
to-door deliveries are in the unorganized sector. So, a lot of these folks have shifted out, they’re not willing to 
come back to urban areas or the places which will see an increase in door-to-door deliveries.

What we are seeing in a few states in India is that some state elements are training people in terms of what 
you should do during the COVID crisis, what the basic health and safety measures are… and giving a pass. So, 
you have a state pass or you have a national pass to fly these goods from X place to Y place. So, we are seeing 
some sort of a momentum in that area, but it is not picking up on the scale that is required. In Sri Lanka, 
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we are seeing an effort by the government to mobilize a lot of stores and try and train the people to deliver 
door-to-door. From a neighborhood perspective, they are also opening certain centers to distribute essential 
supplies to the general public.

We are still to see some sort of an initiative in Bangladesh and Pakistan. Those are the two regions which 
are, quite frankly, falling behind in terms of giving these essential supplies to the end-user. Now, in terms 
of warehousing, this is not a strategy that is currently being followed, but this is a strategy coming to your 
next section. What should happen is, basically, the government identifying regional hub centers, and setting 
up warehouses and distribution centers, and giving an impetus or an increment to the people using these 
centers. There is talk of certain ministries developing these strategies, because there’s already talk of lifting 
the lockdown in certain regions where the concentration of COVID-positive cases is a little bit less. But, to 
do it in a staged manner, in a phased manner, to ensure we do not go back to square one, we have to set up 
certain distribution zones.

So, for example, state distribution zones. In a state, there’ll be a district, so a district-wide distribution zone. Of 
special importance, which is in talks, but it’s still only on expert panels, is reduction in GST. So, a goods and 
services tax. So, the GST tax component in India is not related to the other South Asian countries. Other South 
Asian countries have individual state taxes. So, reduction in those state taxes, reduction in those GST duties 
will ensure that the companies or the organizations that are distributing these goods all are storing these 
goods. So, it’ll give a little bit of a financial impetus and help them encourage more people, trained people, to 
overcome the supply chain crisis. So, that is one strategy that could be implemented.

The second strategy, obviously, is in terms of a reduction in taxes to the end-user. So, across South Asia, 
income taxes are the major revenue generator of the government. Now, reduction in income tax will probably 
help in increasing a certain amount of consumer spending. Now, almost 30% to 40% of the workforce is a 
middle-class workforce. So that’s a significant amount of tax revenue, which goes to the government. So, 
reducing the income tax temporarily will be able to ensure that there is an increased consumer spending. And, 
hopefully, it’ll be translated down the supply chain all the way to the originators.

We also have a major issue in terms of point-to-point distribution when it comes to air-based supply. As 
of now, Nepal and Bhutan are faring much better than India in terms of supplying goods via air. They have 
already had some talks, and they will be probably reducing the taxes that are taken by runways or airports to 
operate. So, if there is a reduction in taxes on the air infrastructure, what will happen is it will help in companies 
operating carrier flights. Carrier flights right now, in India especially, are restricted to the air force, the navy, the 
army, and Air India, which is the national carrier. Not a lot of incentives are given to private carriers. We have 
a lot of aircrafts which are sitting idle. So, using those aircrafts to distribute supply in places where it’s clearly 
required, that kind of a package should be taken.

And last but not least, I think the strategy which is completely missing out is something that I call the 
“neighborhood watch strategy”. For example, if you see a place where I stay, I’ll probably be able to get eggs, 
bread, milk, rice. If you go 20, 30 kilometers from where I stay, you will not be able to get any of those materials 
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ordered. So, distributors in that area, they are not operating. That visibility is not really seen by the governments.

From a digital perspective, a good initiative has been made only in India in terms of the government releasing 
an application for the COVID crisis. It’s more of an application which tells you that you are in a COVID red zone, 
or it gives you basic tips. But, actually utilizing this application to give data for the governments is missing. 
We are not able to utilize big data in terms of massive amounts of urban surveillance that we have, massive 
amounts of requests that we have in terms of supply chain companies having it on their SAP portals. So, the 
government doesn’t know which demand is lacking and which demand needs to be improved on. So, that type 
of visibility nowadays, it’s shooting blanks right now. Just seeing it from a very macro perspective, it needs 
to be tuned up. And ultimately you need to have digital applications which will help the government retrieve 
such data.

So, if I’m in my neighborhood and they do a survey of what is missing. Fruits, vegetables, is that coming into a 
neighborhood around ten kilometers, or where is it coming? Medicines, is that coming? Okay, it’s coming. So 
that kind of thing is not there. All of the South Asian countries have municipalities. But those municipalities 
are not able to really drill down and get the required data, which will probably help in better policymaking. So, 
yes, if that strategy is in place, I think it will go a long way.

Is it possible for companies, and even states, to rebuild in a more sustainable way after this crisis is over? 
Or is there a need for rapid response to this in terms of economic growth and unemployment?

So, there’s a mixed answer for this, too. When you mean sustainable, and you mean direct action, there 
are certain markets which, in the South Asian contexts, will not be able to have a sustainable growth. The 
easiest example I can give you is of the textile industry. Now, the textile industry gives employment to almost 
15% to 20% of the workforce population in South Asia. Now, the textile industry cannot have sustainable 
development. It’s… if you use raw materials to manufacturer the good, the margin is not very high and so the 
wealth distribution is quite less.

But it employs the masses. You have to remember that South Asia is still a very labor-intrinsic market. Now, 
you must have seen in the UK, or the US, or other developed countries, trucking is mechanized. A truck comes 
in, you have things, cranes, that load and unload a truck. When you’re in one truck in India, you’ll have three 
people. So, clearly three to four people who are employed only to lift the load, take out the load. And I won’t say 
it’s not required. I will say that what’s required, to a certain extent, is that you are employing X plus Y number 
of people.

When we say sustainability, we’ll probably mean [you] want to make it lean, or you want to make an operation 
lean so that if such a crisis occurs again, you will not have such a high impact. So, that is the typical definition 
of sustainability. But it won’t work in the South Asian market because, if you do it, it will mean that so many 
people are out of a job. So, what does the government do with those other people? Where do we employ 
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them? And you can say education, you can say any number of things, but the ground reality is such that jobs 
are still very limited. People who have been in that kind of a workforce will not get apportioned results.

So, sustainability is a question mark in certain industries. For the IT industry, for example, a lot of companies 
are just hiring left, right, and center the people just coming out of colleges, keeping them on a bench, so when 
projects come, they are on a bench force. So, that’s where you see the growth of IT companies. It’s so high 
because of the turnaround time. So, for example, if you have a project in the UK and you want to start it right 
now, the other companies in the region will not be able to start it right now, but a company in India would be 
able to start it the next day because they have a bench strength.

From an IT perspective, from a manufacturing perspective, yes, they can be sustainable. But, from the 
agriculture perspective, the food processing, retail, in these industries, we will not be able to have a sustainable 
growth. Which is a good thing. But in the South Asian perspective, it will probably still take some time.
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