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Indigenous communities on the Amazon in Peru
have been hard hit by COVID-19 (Ginebra Peña

Gimeno/thenewhumanitarian.org)

COVID-19 has unveiled the strengths and weaknesses in the economic and political
systems of different countries, as well as their ability to adequately respond to crisis.
Arguably, the pandemic has reinforced the need for stronger, more efficient and
more effective governments creating equal opportunities for all.

Peru is an interesting case. Despite responding with the most drastic measures in
Latin America and implementing the biggest fiscal stimulus package in the region
(17% of GDP), it has been one of the worst-hit countries by the pandemic. As of 30
July Peru was one of the top ten countries worldwide for number of coronavirus
cases and total deaths. What happened? While we cannot be certain about the
causes of such a complex and multifaceted phenomenon, it would appear certain
structural features of Peru have played a key role. I want to highlight five.

1. Income vulnerability

Peru imposed one of the strictest and longest lockdowns in the world. But
compliance was a different story. More than a behavioural problem, it appears to be
a reflection of the country’s underlying structural challenges. Labour informality
surpasses 70%, one of the highest rates worldwide and much higher than other
countries at a similar level of economic development to Peru. Sectors like tourism,
commerce and transport – which absorb a significant part of informal employment –
have basically shut down since mid-March, meaning there are no jobs and therefore
no income for these informal workers. For families that need their daily income to
survive, suddenly stopping work is not an option. In a recent survey more people
were worried about lost income than getting infected by the virus.

2. Poor living conditions

Income vulnerability and poor living conditions exacerbate the undermining of social
distancing and preventive health measures. Peru’s unplanned and rapid
urbanisation has contributed to a large housing deficit, pushing families into low-

https://www.bloomberg.com/news/articles/2020-03-11/peru-s-tough-virus-response-includes-nationwide-school-closures
https://blogs.iadb.org/gestion-fiscal/es/politica-y-gestion-fiscal-durante-la-pandemia-y-la-post-pandemia-en-america-latina-y-el-caribe/
https://elperuano.pe/noticia-mef-peru-destina-s-110089-mllns-para-enfrentar-covid19-96782.aspx
https://coronavirus.jhu.edu/map.html
https://coronavirus.jhu.edu/map.html
https://www.telegraph.co.uk/news/2020/06/19/police-die-enforcing-latin-americas-strictest-lockdown-perus/
https://www.aljazeera.com/news/2020/05/peru-extends-nationwide-lockdown-june-200523073017946.html
https://www.theguardian.com/global-development/2020/may/20/peru-coronavirus-lockdown-new-cases
https://peru21.pe/politica/encuesta-datum-martin-vizcarra-cae-la-aprobacion-a-presidente-y-sus-ministros-en-plena-crisis-sanitaria-noticia/
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quality informal housing without property titles and with poor services in the
peripheral areas of cities. Living away from economic centres involves travelling
further to work, to buy basic goods, and even to access government cash transfers.
While basic service provision has improved substantially, quality and continuity of
services is still deficient in rural and peri-urban areas. Moreover, water access,
essential for the recommended hand-washing to fight the virus, can be five times
more expensive in informal settlements compared to residential areas.

Markets have become a hotspot for the virus. Cultural factors, like a preference for
fresh produce, have played a role, but the inability to stock up on food for many
days due to income constraints or physical constraints (for example, 42% of the
population do not have a refrigerator at home) has a bigger impact. Wrongheaded
policies, like limiting shop opening hours, contributed to crowds.

3. Low-quality health system

Peru’s health system was even less prepared for the pandemic than other health
systems in Latin America. Despite being one of the best-performing economies in
Latin America, Peru historically has among the lowest health expenditures in Latin
America (5% of GDP), far below the region’s average (8%). Peru is also well below
the region’s average in terms of hospital beds, intensive care units, doctors and
nurses relative to the size of its population. The weaknesses of the health system
are felt in Lima, but are even worse in other areas like Iquitos in the Amazon.

4. Lack of social systems to protect the most vulnerable

Despite an outstanding record on poverty reduction in recent decades, at least 40%
of the Peruvian population is still vulnerable and inequality persists in terms of
income and human development. Peru also has one of the lowest levels of social
protection in the region. For example, a third of the population, concentrated among
those working informally, still do not have access to health insurance systems.
Social protection programs are focused on rural areas and have low coverage. The
pandemic response required the state to identify vulnerable populations, particularly
in urban areas, that were ‘invisible’ before. The lack of an adequate database of
beneficiaries delayed the process, and transfer programs had to be adapted on the
go. After a number of false starts, the government created a universal cash transfer
for anyone earning below a certain income threshold (verified against the tax
system and the bank regulator) in an effort to avoid excluding large numbers of
vulnerable households and workers. Peru’s extensive relief package simply lacked
the systems needed to make transfers effectively and quickly.

Likewise, initial failures of payment mechanisms delayed the process further, and

http://documents1.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-final-3-16-17-03162017.pdf
http://documents1.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-final-3-16-17-03162017.pdf
https://www.bbc.com/news/world-latin-america-53150808
https://www.npr.org/2020/05/15/856687290/la-paradoja-peruana-el-hilo%5d
https://www.inei.gob.pe/media/MenuRecursivo/boletines/condiciones-de-vida-ene-feb-mar2020.pdf
https://www.inei.gob.pe/media/MenuRecursivo/boletines/condiciones-de-vida-ene-feb-mar2020.pdf
https://www.imf.org/en/Publications/CR/Issues/2020/01/13/Peru-2019-Article-IV-Consultation-Press-Release-Staff-Report-Staff-Statement-and-Statement-48942
https://www.imf.org/en/Publications/CR/Issues/2020/01/13/Peru-2019-Article-IV-Consultation-Press-Release-Staff-Report-Staff-Statement-and-Statement-48942
https://data.worldbank.org/indicator/SH.XPD.CHEX.GD.ZS
https://data.worldbank.org/
https://www.elespectador.com/noticias/salud/hospitales-de-peru-al-borde-del-colapso-por-coronavirus/
https://www.theguardian.com/global-development/2020/may/07/peru-jungle-iquitos-coronavirus-covid-19
http://documents1.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-final-3-16-17-03162017.pdf
http://documents1.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-final-3-16-17-03162017.pdf
http://documents1.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-final-3-16-17-03162017.pdf
http://documents1.worldbank.org/curated/en/919181490109288624/pdf/Peru-SCD-final-3-16-17-03162017.pdf
https://elcomercio.pe/respuestas/como/bono-familiar-universal-aqui-puedes-verificar-si-estas-dentro-de-la-lista-de-beneficiados-por-el-midis-coronavirus-peru-covid-19-bono-760-bono-quedate-en-casa-nndc-noticia/
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ended up creating virus hotspots in banks. Given that 58% of the population do not
have a bank account, bank transfers were not always possible. Instead, citizens had
to physically go to banks to receive the money. There is also evidence that the
value of the cash transfers was insufficient to compensate for the potential labour
income loss and therefore might have been insufficient to guarantee compliance
with the lockdown. (While the transfer amount replaced the median income for the
first quintile, it only compensated 23% and 14% of the potential income loss of the
second and third quintile.)

5. A weak social contract

The complexity of a virus response also requires collective action and trust in
government. At the first stages of the pandemic the President’s approval rating
reached 87% and the government’s approval rating was 68%. The numbers have
decreased since then to 65% and 45%, respectively.

However, the crisis didn’t happen in a vacuum. There has been a growing
disconnect between society and institutions, with low levels of trust in government
and high dissatisfaction in public services, unusual considering Peru’s level of
development. The country is trapped in a vicious cycle of low-quality services,
dissatisfaction and a low willingness to pay taxes, which has impacted its social
contract. Tax revenues in Peru (16% of GDP) are below Latin America’s average
(22%). The nation’s fiscal framework relies heavily on indirect taxes, which are
regressive. According to the OECD, more effective fiscal policy is required to
redistribute income and achieve a more equitable society.

On top of the challenges imposed by the social and economic consequences of the
pandemic, Peru will also have to address structural problems like high levels of
inequality and informality, as well as low levels of productivity, in order to return to
its pre-COVID-19 rates of economic growth. This crisis could be a unique
opportunity to not just go back to normal, but to rethink the country’s development
model and do things differently: a model focused on the most valuable resource, its
people, and on creating equal opportunities for all as the basis for growth. The now-
popular phrase ‘no one is safe until everyone is safe’ goes beyond the COVID-19
context. As a society, no one is well until everyone is well.

This post is part of the #COVID-19 and international development series.
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