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COVID-19 MEETING WITH COBR(M)

PURPOSE This COBR meeting will cover the ongoing government
response to Covid-19.

TIMING / Monday 9 March, 1100. Conference Room F, 70 Whitehall,

LOCATION SW1A 2AS

ATTENDEES | Cross Government, PM Chaired

OBJECTIVES e To ensure common understanding of the current
situation on Covid-19 outbreak and HMG plans

e To discuss the impact of non-pharmaceutical

interventions with regards to moving from the
‘CONTAIN’ phase to the ‘DELAY’ phase; and agree on
the communications approach, including on
international engagement.

Agenda 1) Current Situation update

2) Update on interventions to delay peak
3) Agreement on International Engagement Strategy
4) Communication and Parliamentary handling

a. Communications on moving to the delay
phase

5) Next Steps
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KEY POINTS TO MAKE

1) Covid-19 Current Situation Update
¢ For information only.

Lines to take If asked:

o | am aware a member of staff at Hinckley point C has tested positive for Covid-19 on
returning to China. EDF are in close discussion with Public Health England and
following all specialist advice. EDF staff who came into contact with the individual have
been tested and are self-isolating.

e There are no operational or safety concerns, and my department is in close contact
with EDF.

2) Update on Interventions to delay peak

Ministers are asked to confirm today whether they would like to continue to develop
all three non-pharmaceutical interventions (NPIs). Minsters will not be asked to make
a decision to implement or rule out any options. The decision-making point for
interventions 1 and 2 is COBR on Wednesday 11 March.

Lines to take:

o We are heavily reliant on the scientific advice from the Chief Medical Officer and Chief
Scientific Advisor but | agree that we should continue to develop these interventions
and an understanding of the impacts of their implementation. A key consideration,
however, needs to be the point at which reduced compliance undermines the

effectiveness on controlling the infection.

On Critical National Infrastructure (CNI):

* | have been in contact with CNI organisations and they have plans in place to deal with
the reasonable worst-case scenario planning assumptions, based on a 20%
absenteeism rate.

e The impact on CNI is however, dependent on whether critical or non-critical roles are
self-isolating. Home isolation has already been raised by CNI organisations as a
potential issue, and consideration should be given as to whether a protection or priority
scheme for critical workers in essential service sectors should be applied as part of
these non-pharmaceutical interventions.

A macro economic assessment is covered in the slides, with reference to the sectors
assessment undertaken by BEIS. The BEIS paper was circulated with the papers — a
standalone discussion is not expected. If asked, you make the following points on possible
economic measures:

o My officials are working closely with HMT and others across Government to identify
and refine possible measures to respond to the economic impact of COVID-19. We
should be in no doubt that, if the impacts are as widespread as set out in the
reasonable worst case scenario, there are likely to be a significant number of business

casualties, including businesses which would otherwise be viable.
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e Nevertheless, we want to do everything we can to avoid losing viable businesses. In

general, the first port of call for businesses seeking support, including with short term

cashflow issues, should be their finance provider.

¢ | am looking forward to any monetary and fiscal measures that are announced in the
Budget. These are likely to be the most effective way to offer relief to a large number
of businesses quickly. [if pressed] Tax forbearance measures such as Time to Pay
(including in relation to VAT) and relief on business rates are likely to be particularly
effective in allowing businesses to reduce their short term costs.

» My officials are continuing to look at potential BEIS levers. These are likely to include

improving access to finance for small businesses who might have cashflow issues
(through, for example, British Business Bank support) and, potentially, adapting an
existing emergency support scheme to assist small companies in acutely affected
locations. We also have the capacity, in exceptional circumstances, to provide
bespoke support to a company in short term difficulty (for example, one critical to
national security or to developing a vaccine)

e [if necessary] Although we are less focused currently on microeconomic measures
that might need additional State Aid flexibility, we are keeping the position under review

e | am also conscious of the importance of communication and support to small
businesses in particular and we are soft-launching our improved Business Support
helpline today (Monday 09 March)

¢ In the medium term, grants and loans could be very important to support companies
as they recover from the impact of COVID-19 and move towards the post transition

economy

3) Agreement on International Engagement Strategy

e For information

Lines to take if asked:

e BEIS agrees to the international policy priorities and the immediate actions as set out
in the CRIP

4) Communication and Parliamentary Handling: Communications on moving to
the ‘DELAY’ phase

Lines to take if asked:

e We should ensure that messages are clear to enable the public, business and

industries to plan and respond.

5) Next Steps

e For Information. Ministers will be asked to take a decision on interventions 1 and 2 at
COBR on Wednesday 11 March.
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Background
Impact of Coronavirus (COVID-19)

Our current thinking and evidence suggests that impacts on UK companies and sectors will
fall into three broad categories:

e Supply side impacts: hitting those relying on supply chains in affected markets
(currently East Asia and parts of Europe but spreading). The strongest impacts are
likely to be in advanced manufacturing sectors such as automotive, aerospace and
electronics

e Demand side impacts: hitting those exposed to consumer demand and confidence —
initially from affected countries but increasingly domestically — strongest impacts are
likely to be in aviation, retail (high street), events organisation, hospitality and tourism

e Labour supply impacts: hitting those seeing a drop in their workforce (where people
cannot work from home) — strongest impacts are likely to be in site specific and labour
intensive manufacturing, as well as construction, hospitality, food processing, factory
manufacturing, social care and other public services

Our COBR(M) paper sets this out in detail. This note focuses on the BEIS view of how we
might respond.

Impact of Non-Pharmaceutical Interventions on Businesses and Sectors
Non-Pharmaceutical Interventions (NPIs) — moving from ‘CONTAIN’ to ‘DELAY’

In the event of the COVID-19 outbreak worsening, or a severe prolonged pandemic, the HMG
response will escalate and in the first instance, the focus will move from ‘CONTAINING’
(preventing the disease from taking hold in the UK), to ‘DELAYING’ (and flattening the
peak of the outbreak in the UK). Following this transition the pressures on services and
wider society may start to become significant and more clearly noticeable.

SAGE (Scientific Advisory Group for Emergencies) advice currently suggests that there is now
an increased likelihood, that in the next 1-2 weeks, HMG will need to move to the DELAY
phase. it is essential that this move is communicated clearly o the public and those involved
in the response. This will avoid the possibility of misunderstandings within government - which
could result in OGDs taking actions prematurely - and confusion in public messaging.

Therefore ministers have agreed that the decision to move from CONTAIN to DELAY should
be centrally coordinated prior to any external communication.

As the UK’s response to Covid-19 moves from the CONTAIN to the DELAY phase, the key
change in our approach will be the introduction of non-pharmaceutical interventions
{NIPIs). These measures aim to delay and reduce the peak of an epidemic in the UK.

Implementing these measures will have a significant social and economic impact, both on
individuals and households, and on public services. They are necessary because the NHS will
otherwise be wholly overwhelmed during the peak of the pandemic not only in the reasonable
worst case scenario, but also in several others that fall short of the RWCS.

Of the proposed options; there is a distinction between interventions 1 and 2, which aim to 1)
isolate symptomatic individuals and 2) households as far as possible, and option 3, in which
higher risk individuals would be advised to reduce non-essential contact, but could continue
{o access some essential services.

1) And 2) Home/Household Isolation

For Individual/Household isolation, we expect both supply and demand side impacts to work
in tandem as the more people are staying at home reducing labour supply, the more consumer
demand will reduce.
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On demand side impacts, social consumption activities, e.g. eating out at restaurants,
attending sporting events or going to the pub, are likely to take a substantial hit if people
respond to fears of contracting the disease by staying at home or indeed if there is public
messaging around self or whole household isolation. Fall in consumer demand in service-
oriented sectors, especially sectors that rely on temporary workers, could result in cash flow
constraints and potentially job losses and closures in the high street.

On labour supply and workforce impacts, self-isolation and isolating whole households would
affect all firms across the economy, but likely those in sectors where home working is not
possible (customer and service oriented as well as labour-intensive sectors). This could mean
material reduction in economic activity, temporary closures and potential temporary lay-offs in
sectors such as construction, manufacturing and social care.

To the extent that the virus is more symptomatic in older people, those employing
proportionally more older workers will be more affected under household isolation. This
includes those in the farming/agricultural sector (over 55% are over 50s), manufacturing
sectors such as textiles, chemicals, electric motors and generators (40% over 50s) and the
accommodation sector (54% over 50s in the holiday and other accommodation sector) who
will also be impacted by falls in demand.

Those employing high numbers of people with long-term health conditions (6.45m employees
in total) could expect to see many of these employees seek to self-isolate voluntarily.

Under Household isolation those operating family businesses are likely to be particularly
impacted as operational control and management is likely to be concentrated. In the event of
significant whole household isolation, the level of disruption would likely be greater for smaller
businesses.

Critical National Infrastructure operation is a particular potential concern. The Reasonable
Worst Case Scenario has been shared with all BEIS CNI sectors (Energy, Civil Nuclear,
Chemicals, and Space), setting out a concurrent workforce absence rate of 20%.
Assessments by the sectors report that they are confident security of supply and safety cases
will continue to be met in this scenario. However, if the non-pharmaceutical interventions being
considered increase this absentee rate, this will be potentially be more challenging. In these
circumstances consideration should be given as to whether a protection or priority scheme for
critical workers in essential service sectors should be applied, potentially including for infection
testing, or exemption from some of the interventions such as household isolation.

3) Social Distancing for elderly/vulnerable

On labour supply and workforce impacts under 3), we expect a relatively smaller impact on
labour supply although we can expect those with caring responsibilities for the elderly to be
staying away from work more than they would do in normal circumstances, as a consequence.
Similarly, where grandparents provide childcare, measures under 3) could result in parents
having to stop work to provide childcare. The impact could disproportionately fall on specific
sub-groups of interest.

On the demand side there could be impacts as a result of social distancing for the elderly as
those over 50 are also important in terms of consumer spending.

Potential package of economic measures

The COVID-19 situation is fluid, with unpredictable and fast-arising impacts. As a result, a
broad-based and macroeconomic response, focused on reducing a business’s cost base and
enabling it to survive a short term hit to revenue, is likely to more effective than a
microeconomic response.

Despite there being various possible economic policy measures available, it is important to
acknowledge that, even if some of these measures are used, if the impacts are as widespread

5
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as set out in the reasonable worst case scenario, there are likely to be a significant number of
business casualties, including businesses which would otherwise be viable.

Of course, in the first instance, businesses should seek to take their own measures to improve
their financial position and, if financial support is required for short term cash flow issues,
should talk to their finance provider. There are a range of options that HMG might choose to
take. Many of these were set out in our previous submission:

1. Monetary and fiscal measures: these are the domain of the Bank of England and
HMT. From a business perspective, tax policy options are likely to be particularly
effective. These might include giving greater publicity about, and more systematic
access to HMRC’s Time to Pay scheme which can be used for a range of taxes
including VAT and corporation tax, as well as considering whether there could be any
relief offered on business rates. We will explore with HMT the scope for more targeted
tax measures for specific sectors aimed at significantly reducing their cost base in the
short term (e.g. airlines, retail (bricks and mortar), manufacturing).

2. Access to finance: SMEs are likely to be most vulnerable to short term cashflow
issues arising from COVID-19. We will engage with the Business Finance Council to
encourage lenders to support SMEs. Many are proactively doing so already and UK
finance have put out a press release to this effect. In addition to this, the British
Business Bank (BBB) can help SMEs access the finance they need to scale and grow.
The Enterprise Finance Guarantee (EFG) Programme can support viable businesses
that wish to access working capital but lack security against which to borrow. There is
scope to give greater publicity to the headroom available under this programme or
invoke short term options to make the offer more attractive to SMEs. We will need the
major lenders to promote the scheme too..

3. Emergency support: The joint BEIS/MHCLG Cities and Local Growth Unit have a
mechanism for providing small emergency grants to affected companies in particular
geographic areas in exceptional circumstances (eg businesses hit by flooding). These
grants, which use the legal powers of the Industrial Development Act, are typically
small scale (£5,000 or less per affected business). This could potentially be adapted
to address short term coronavirus impacts in particularly acutely affected localities
across the UK.

4, Bespoke company support: There is the possibility of bespoke company or
investment support in exceptional circumstances which merit government intervention
e.qg. critical national infrastructure or those working on developing a COVID-19 vaccine.
This can include a bespoke loan or guarantee, rescue or restructuring aid, grants or
equity investment. Any support would need to be compliant with Managing
Public Money, as well as State Aid rules and would require appropriate HMT consent
and funding. It would also be important to be able to demonstrate fairness between
companies, given the likely widespread impact of the virus.

5. Workforce support: There are various changes to workforce support measures that
could be envisaged to support workforce wages or provide additional flexibility to
businesses at a time of crisis.

6. Improved communications: The COVID-19 hub on GOV.UK remains the primary
place for employers and businesses to receive up-to-date guidance on the
government’s response and what action they should take. Additional capacity is being
added to the Business Support Helpline for England, to help businesses to respond to
the COVID-19 outbreak. We are coordinating with the Devolved Administrations who
have their own helplines, so as to have a UK wide service. The helpline will soft launch
on 9 March, together with corresponding information on the GOV.UK website. The
Business Support team and Briefing Hubs are agreeing a script for the helpline which
will be also be used as part of external BEIS messaging on COVID-19.

In addition, we have identified two additional possible measures:
7. Prompt Payments: The Office of the Small Business Commissioner (OSBC) stands
ready as a source of help for those experiencing late payment issues, and has the

potential to mobilise staff to deal with an increase in enquiries as a result of COVID-
19. OSBC is also putting out messaging for large businesses to pay on time in order
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to minimise cash flow issues for smaller suppliers who may be affected by COVID-19.
This could be reinforced by HMG, reminding larger companies of their contractual
obligations to pay on time, and asking them to consider paying smaller suppliers as
soon as possible if they are struggling with cash flow issues.

8. Government Procurement: Procurement processes have long lead-in times, typically
measured in months rather than weeks, which is likely to put new procurement out of
scope as a potential lever to support businesses mitigate the impacts of COVID-19.
However, we could explore whether there is scope for HMG to accelerate its own
payments to government suppliers, with clear messaging that it expects those
companies to pay their own suppliers promptly, improving cashflow down supply
chains. It would be for the Crown Commercial Service to implement any such
measures.

You should note that business support is devolved and so Devolved Administrations may wish
to take additional action, setting up their own support schemes as they did in preparation for
‘No Deal'. It will be important to coordinate actions with the DAs.

It is also worth noting that in the medium-term grants and loans could be very effective in
supporting companies as they recover from the impact of COVID-19 and move towards the
post transition economy.

Next Steps

Over the next few days and weeks the business impacts of COVID-19 will become clearer and
we will develop our understanding of potential policy responses, informed by other countries’
responses and proposals from affected companies and representative organisations. We will
keep our recommended package of support measures under review, ensuring that our
economic response remains dynamic. We will continue to review and come forward with
additional proposals for you o consider where necessary.

Following the Budget and next week’s Cabinet meeting, we will, as you have suggested,
explore whether it might be helpful to send a ‘Dear Colleague’ letter to all MPs. Such a letter
could potentially include details of new Budget measures as well as details of existing
measures that could be useful such as Time to Pay and BBB supported assistance. This will
need to be considered in the light of wider communication plans.
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