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UNDERSTANDING 
THE SUPPLY 
CHAIN IMPACT  
A look at the impact Coronavirus disease 
(COVID-19) is having on supply chains and 
economies. 
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Coronavirus: 
Understanding the 
supply chain impact
Since it was reported from Wuhan, 
China, on 31 December 2019, 
Coronavirus disease (COVID-19) has 
claimed thousands of lives and wreaked 
havoc on economies and supply chains 
globally.

As the epicenter of the coronavirus outbreak and a critical 

production center for international businesses, the situation 

in China is currently having an impact on the movement of 

goods around the world.

To combat the spread of the virus, officials at the regional 

level in China put in place restrictions on the movement 

of peoples, which affected the ability of workers to go to 

their jobs. These restrictions vary by region as they are 

administered at the regional level, but collectively they have 

been in place for approximately a four-week period.

.

Labor Woes 
Even with most of the restrictions now lifted, the resumption 

of production is still quite slow with many factories still 

without 50% of their workforce. In fact, a recent survey by 

the American Chamber of Commerce in Shanghai noted 

80% of manufacturing respondents were unable to find 

sufficient labor to keep their operation lines moving. Much 

of this is due to the fact that hundreds of millions of migrant 

workers hadn’t returned to their jobs as of February 14 and 

many more weren’t expected to return until the end of the 

month. Even among those facilities with sufficient staffing, 

there is the added challenge of being undersupplied with 

face masks, which could delay approval from regulatory 

authorities to resume operations. 

Supply Chain Delays  
The sluggish pace of production in China is being 

exacerbated by constraints on the movement of goods. 

Where labor is available, input materials for products can 

often be scarce, as is the availability of inland and inter-

provincial freight services. Some truck drivers are required to 

be in self-quarantine for 14 days, and there are reports that 

drivers from Wuhan are not being allowed into neighboring 

provinces. 

Furthermore, there’s a lack of dock workers at many ports 

in China, as well as warehouse workers, creating a backlog 

in outbound cargo. The situation is made even more 

complicated by port restrictions in numerous countries on 

vessels that have recently been to China, which has led to 

some ocean freight carriers having to drop planned sailings. 

The outcome has been a significant drop in China-origin 

cargo reaching the U.S. In fact, the Port of Los Angeles – the 

gateway for China-origin goods into America – predicts it will 

see a year-over-year drop of 25% for its February container 

volumes. On a broader scale, the American Association of 

Port Authorities, predicts cargo volumes across all U.S. ports 

could be down 20% in the first quarter of 2020. The decline 

in port volumes isn’t exclusive to the U.S. For example, 

Vietnam’s imports from China were down 16% in January.

However, it is important to note the U.S. Coast Guard has 

not yet placed any restrictions on the import of goods from 

China or the acceptance of vessels that had been in China in 

the 14 days prior to their arrival on U.S. shores (the incubation 

period for the virus). However, ship crew members who 

have been to China during the 14 days prior to arrival on 



U.S. shores will not be allowed to leave their vessel, creating 

potential delays in the unloading and clearance of goods 

arriving at U.S. ports. 

As a result, there is little importers can do to expedite the 

import of goods into the U.S. or Canada as the delays 

are related primarily to production and/or transportation 

challenges within China.

Course Correction Challenges
Many businesses impacted by production stoppages 

or delays in China are looking for alternative sources of 

production in markets neighboring China. However, the 

ability to secure supplementary production capacity – or 

even to shift production entirely – to another locale in 

Southeast Asia comes with a wide range of challenges. Over 
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the past 18 months, many global businesses were already 

making that shift in response to the U.S.-China trade war, 

which saw the imposition of tariffs on more than 11,000 

China-origin goods. And even prior to the trade war, many 

companies were already looking elsewhere in response to 

China’s rising wages and regulatory requirements.

The result has been that those companies looking to 

offset delays in China with production nearby are facing 

significant challenges finding hosting facilities, availability 

of labor (and particularly skilled labor) and the infrastructure 

to support expedient trade, including inadequate roads, 

bridges and ports. 

Options are available for some businesses, but there is 

no universal solution to the challenge, and supply chain 

obstacles must be dealt with on a case-by-case basis. 

Careful attention must be paid to shifting trade lanes 

and tariff regimes as some countries in Southeast Asia 

have been put on Washington’s watch list due to growing 

bilateral trade imbalances.

Economic Impact
The spread of the virus and its impact on production, 

as well as consumer demand, has the potential to 

impact economic growth. Furthermore, given China’s 

pre-eminence in global production, a four-week halt or 

slowdown could create significant supply chain challenges 

for global companies that rely heavily on suppliers in China. 

At this time, it is difficult to make any definitive projections 

with respect to the true economic effect of the virus as 

there is still ambiguity over how long the virus will continue 

to spread, how far it will spread, and the severity of its 

impact on public health.

However, early predictions from the International Monetary 

Fund suggest China’s growth will contract approximately 
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0.4% to 5.6%. For the global economy, this would mean a 

loss of about 0.1% in global output. Similarly, the Organisation 

for Economic Cooperation and Development (OECD) 

reduced its forecast for global growth by 0.5%, predicting 

economic growth will cap out at 2.4%. It further predicted 

a prolonged outbreak could push critical developed 

economies into recession, including those of the European 

Union and Japan. Monetary policy regulators in the U.S. 

have now moved to reduce their benchmark interest rates 

in response to the anticipated economic impact of the virus. 

Officials in Canada are expected to follow suit.

Despite the obvious production challenges wrought by the 

coronavirus outbreak, manufacturing output continued its 

rebound in February 2020 from late 2019. However, there 

are signs of business pullback in the services sector, which 

represents the bulk of economic activity in the U.S. and 

Canada.

There is also some concern that the impact of the 

coronavirus on demand in China could render infeasible 

Beijing’s committed purchases of U.S. goods under the 

Phase One trade deal it signed with Washington in mid-

January. Failure by Beijing to live up to its commitment risks 

renewed escalation of the trade war, as well as challenges 

for U.S. manufacturing and agricultural exporters.

Reacting to Supply Chain Pain 
At this time, it is difficult to predict the future course of 

the virus and/or its impact on the supply chain. However, 

businesses that rely heavily on production sources in China 

will want to speak with their supply chain partners about the 

potential for temporary solutions until the virus is contained 

and production capacity returns to normal.

It is also important to note that while production is expected 

to resume to full capacity in the coming weeks, the backlog 

in cargo, in addition to the likelihood of faster production 

output to make up for lost time, has the potential to exceed 

the cargo volume capacity of ports in China, creating delays 

in receiving cargo well after the virus has been contained. 

This will impact inventories, and small to medium-sized 

businesses will be particularly vulnerable as they tend to 

have a smaller inventory cushion and more constrained 

warehouse capacity than larger businesses. 

Assessing the Impact to Your Business
The coronavirus is just the latest in a long line of disruptors 

to global trade over the past 24 months, including the U.S.-

China trade war, Brexit, the renegotiation of NAFTA and the 

still-looming possibility of a trade conflict between the U.S. 

and Europe.  

However, what is unique about coronavirus is that it has a 

multifaceted impact on supply chains as it affects production, 

transportation, and trade regulations, and has the potential to 

affect trade relations. 

This distinctiveness demands a comprehensive audit of the 

supply chain to identify vulnerabilities, but also opportunities 

to put in place redundancies that have the potential to 

prevent costly disruptions.
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