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COVID-19: Economic Implications and
Policy Response
Nov. 17, 2020
Rotary Club of Broomall
Doris Geide-Stevenson, Ph.D.
Professor of Economics
Weber State University, Ogden, UT
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@o Are We? .:.:..
* Honorary Board: 47 members ...o
- 2 Fed Chairs: Janet Yellen, Ben Bernanke .‘

- 6 Chairs Council of Economic Advisers

o Furman (D), Rosen (R), Bernanke (R), Yellen (D), Tyson (D), Goolsbee (D)
- 3 Nobel Prize Winners

o Akerlof, Smith, Maskin

* Delegates: 500+ members
- At all levels of academia and some in government service
- All have a Ph.D. in economics

Crowdsource slide decks

Give presentations

e Global Partners: 45 Ph.D. Economists
- Aid in slide deck development
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* US Economy *d
* Immigration Economics
* Climate Change
* Housing Policy
* Economic Inequality
* Federal Budgets
* Economic Mobility
* Federal Debt
* US Social Policy
* 2017 Tax Law
 Trade and Globalization
* Autonomous Vehicles
e Trade Wars
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* This slide deck was authored by:

- Scott L. Baier, Clemson University

- Jon D. Haveman, NEED

- Geoffrey Woglom, Amherst College

- Doris Geide-Stevenson, Weber State University
* Disclaimer

- NEED presentations are designed to be nonpartisan.
- Itis, however, inevitable that the presenter will be asked for and will provide their own views.

- Such views are those of the presenter and not necessarily those of the National Economic Education
Delegation (NEED).
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* Where is the Economy today?
* What have been the effects of policy?
* What are the risks to a rapid recovery?
* Possible long-term effects?
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THE FOUR-WAY TEST

of the things we think, say or do

1. Isitthe TRUTH?
2. Is it FAIR to all concerned?

3. Will it build GOODWILL and BETTER FRIENDSHIPS?

4. Will it be BENEFICIAL to all concerned?
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@: nding Collapsed in March

§ OPPORTUNITY
il SIGATS T economic TRacke

Percent Change in All Consumer Spending*
In the United States, as of November 01 2020, total spending by all consumers decreased by 6.4% compared to January 2020.

-40%

Jan20
First U.S. COVID-19 Case
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https://tracktherecovery.org/

@y Did Spending Collapse?

At least initially, the
spending collapse was due
to health concerns.

Percent Change in Time Spent Outside Home*

In Pennsylvania, as of November 10 2020, totaltime spert way from home decreased by 8.5% compared to January 2020.

Over time, loss of income
will also play a role. o e

Mar23
AN

Consumer spending reduction
due to supply shock —
businesses unable to provide

rvices.
NATIONAL ECONOMIC
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‘ Where are We

FRED -~/ — Real Potential Gross Domestic Product
g — Real Gross Domestic Product
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U.S. recessions are shaded; the most recent end date is undecided.
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Sources: BEA, CBO fred.stlouisfed.org

2020

Real GDP = Total value of production = Consumption + Investment + Government Purchases + Net Exports
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FRED 44/ = Unenployment Rate
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Sure Looks “V” shaped to me! Could it

m

fredstouised g

EDUCATION DELEGATION

become a W?

10

10



11/19/20

T 0 ¢ 0o
.. 0. °.%
: Good, the Bad, and the Ugly olele,
o. o
e °®
‘c
* There were no short-run macro problems at the start of the crisis.
Looks like a V-shaped recovery with current data.
* In the short-run a rocky transition between administrations may
prolong the health crisis.
* Possible long-term damage: economic disruptions due to prolonged
job losses and business failures, diminished educational
opportunities.
* Some pre-existing structural problems have been magnified,
specifically income and wealth inequality.
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Percent Change in Employment*
In the United States, as of September 24 2020, employment rates among workers in the bottom wage quartile decreased by 19.3% compared to January 2020 (not seasonally adjusted).
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- A 10.3%
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* Social policy: Social Distancing
* Monetary Policy
* Fiscal Policy
p NATIONAL ECONOMIC 13
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Necessary precautions [ |
United States, 1918 flu mortality and the growth in manufacturing employment | . facturi
; : i ik ncrease in manufacturing
By city and intervention employment, 1914419, %
12
Seattle® Oakland Cities with
. s 10
rortlard Orlara ° Strlcterp.ollaes- )
@ [6) ® More lenient policies 08
Los Angeles
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i o Yok ®| @ e.._ h
Chicago @ Washington Csoston © Philadelphia ™" mev... . Pittsburgh
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Mortality per 100,000 people, 1918
Source: “Pandemics depress the economy, public health interventions do not: *Non-pharmaceutical measures, e.g. social distancing,
evidence from the 1918 flu” by S. Correia, S. Luck and E. Verner, 2020 closing schools and churches, mandatory face masks
The Economist
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* Event Study of Reopening Minnesota versus Wisconsin
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@Fed: Very Rapid Action .'::::::
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* Monetary Policy acted quickly and effectively to prevent a financial
market meltdown and keep credit flowing. But the Fed lends and
does not spend; so there is a limited impact on spending.
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17
L)
o o ° o .. .:‘:.:
al Policy Timeline — Social Insurance ° 0l
0. °
e
o
|
r @ W
J
Phase : ';/Ré 6074 Phase Ilzsl;alTily First Phase g'/?SCARES Pha:jzli: b
$8 Billion $100 Billion $2.2 Trillion $484 Billion
R&D Paid Sick Leave HHLD Payments (More) Support for Small Firms
Public Health Family Medical Leave Support for Small Firms COVID-19 Testing
Medical Supplies Covid-19 Testing Support for Medium Sized Firms Hospitals
Other Unemployment Expansion Unemployment Insurance
Aid to States
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* Fiscal policy acted quickly, but inevitably made some mistakes.
- Stimulus Checks, A ($268b)
- Expanded Unemployment, B ($268b)
- Paycheck Protection Program, C ($525b)
Big Caveat: Much of the Fiscal Stimulus ended in July and there is no
new stimulus program within reach.
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FRED,A\/,_// — Real Disposable Personal Income ‘
1S recessions arelSSQrZ‘adedb ":ZQ;OS‘ re(;egsf 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
end date is undecided Source: U.S. Bureau of Economic Analysis fred_stlouisfed.org
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FRED »4) — Personal Saving Rate .
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U.S. recessions are shaded; the most recent
end date is undecided Source: U.S. Bureau of Economic Analysis fred.stlouisfed.org
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* As Consumption goes so goes the economy (C is 2/3 of GDP),
Growth Rates:
* GDP: 2019Q4, 2.4%; 2020Q1, -5.1%; 2020Q2, -31.7%; 2020Q3,
+33.1%
* CON: 2019Q4, 1.6%; 2020Q1, -6.9%; 2020Q2, -34.1%; 2020Q3,
40.7%
AT DOTIaNAL SSonome 2
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@ but was it the Checks and $600?

Per:ent Change in All Consumer Spend]ng

as o November 01 2020, total spending by owe-i

Low Income Households
were able to increase
spending in response to
the stimulus programs.
High income households
chose not to spend as
much as before the
lockdown.

NATIONAL ECONOMIC

by 2.5% compared to January 2020,

Weekending
Nov01,2020

H
o, | 2.5%
() Lowtname
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@: Loans Didn’t Go to the Right Firms

PETER G.
<4 PETERSON

FOUNDATION

The distribution of PPP loans has not matched levels of
unemployment
SHARE OF JOBS LOST AND LOANS DISBURSED (% OF TOTAL)

35% m Share of Total Jobs Lost in April

" Share of Total PPP Loans Disbursed

12.4% 12.7%
10.4%
6.5% 6.5%
4.8%
1.6% 2.5%

A dation & Arts, Entertai
Food Services & Recreation

30%

25%

20%

15%

Technlcal Serwces

SOURCES: U.S. Small Business Services Administration, Paycheck Protection Program (PPP) Report, Approvals through 07/24/20, July 2020; and S&P
Global Ratings, Economic Research: The Paycheck Protection Program Impact on Jobs: (More) Help Wanted, May 2020.

© 2020 Peter G. Peterson Foundatio PGPF.ORG
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In addition, first round
loans went
disproportionately to
predominantly white

Congressional Districts
Bloomberg, 7/30
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1. Aggregate Data look good because of the Cares Act (at least until
the end of September)
2. But, it doesn’t look good everywhere.
1. Small firms.
2. Restaurants and entertainment
3. Low Income workers
AT NoionNak Eaonome =
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@all Firms (over 40% of all jobs) ©lele,
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Perce_nt Change in Small Business Revenue*
—
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Percent Change in All Consumer Spgnding*
Bl P
NN\ e A -30.1%
o
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* The last time Congress acted was April 24.
* Unemployment payments are not sufficient going forward.
* Low wage workers are in trouble.
* Small businesses are struggling.
* Renters can’t pay rent.
* Lines at food banks are very long.
« States and local governments are slashing budgets.
NATIONAL ECONOMIC 28
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1. General Agreement on PPP and some form of expanded
unemployment.
2. The biggest stumbling block is general aid to State and Local
Governments
AT NoionNak Eaonome »
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COVID-19 State Budget Shortfalls Could Be [ |
Largest on Record
Total state budget shartiall in each fiscal year, in billions of 2020 dollars
2001 Recession Great Recession COVID-19°
02 03 ‘4 ‘05 090 M 12 '3 20 N 22
860 %60
-$105.4110
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* Costs are enormous, but we were doing the right things! ¢
- And we were doing it VERY QUICKLY!

* Monetary policy: Heroic! A+

* Fiscal policy grade: Emergency Pass
- Direct cash payments

o Are they really getting into the hands of those most in need?
* Corporate or otherwise?
- Right strategy to maintain employee-employer ties? (Europe — Kurzarbeit)

- What about states and local governments?

/%) NATIONAL ECONOMIC n
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* COVID-19 is health crisis that has macroeconomic implications. °
- With enormous built-in inequities. (|

* GDP will likely contract between 4.0 and 5.0 percent this year.
- Positive growth will likely return in 2021

* Significant structural changes.
- Telecommuting, telehealth, retail decline, other business failures.

* Policy gap and economic reallocations will create hardship.
- Hunger, evictions, foreclosures, additional deaths.

* Long-term effects: Educational opportunities, labor force
participation changes, reallocations that require retraining,

NATIONAL ECONOMIC B
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Any Questions? °

www.NEEDelegation.org

Doris Geide-Stevenson
dgsteven@weber.edu

Contact NEED: info@needelegation.org

Submit a testimonial: www.NEEDelegation.org/testimonials.php

Become a Friend of NEED: www.NEEDelegation.org/friend.php

NATIONAL ECONOMIC 33
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@ployment at Small Firms (40% of total jObS o ....
FRED o — ::‘I;flz;ﬁ::tv(ast; ST;IQI)PayroII Employment (1 - 49)+Nonfarm Private Medium Payroll .. .
64,000 .
L
62,000
Between
February and
July, net loss 4
of 5.4m 5 seom
56,000
54,000
52,000
NATIONAL ECONOMIC 2008 2010 2012 2014 2016 2018 2020
EDUCATION DELEGATION Source: Automatic Data Processing, Inc. myf.red/g/voGq *
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Business Busts ..
Restaurant industry leads with most local business closures
o 2051
vent Planning
Failures particularly 3.594_j
hard among Black agre "
owned firms. 19% -y
closed; 4 times the rate
of white owned firms. Retail and s,f:;%‘il— Macolancous
Bloomberg, 8/18
12,695
Restaurants
Eﬂtplgcu March 1 fo July 256
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* Large Firms (e.g. Brooks Bro. Cirque de Soleil, Hertz, Lord & Taylor):
Ch11 (restructuring) filings are up by 30% through July.
« Small firms (30 million, 47% of all jobs)
- Bankruptcy Numbers Can Be Misleading: Just close the door and turn off the
lights.
- Real Data to the rescue!
NATIONAL ECONOMIC 6
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Insured Unemployment, by Program (State, PUA, and PEUC) .
== Regular State Pandemic Unemployment Assistance Pandemic Emergency == Total CA. 9/5 8/29
e Reg. State 2,724k 2,926k
PUA: 3,375k 6,388k
9 S California is a big state?
: B - But the adult population is
g under 30 million!
D DATISNAL EqoNOmIS 7
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@-ting Cares Spending in Perspective

2019 Total Federal Spending $4,450(20.8%)

2019 Total Tax Revenue $3,460(16.1%)

2020 cares Act Total || 522220

2020 CARES Act: Direct Fiscal

e B s 4a260%)
2020 CARES Act: Loans and -
$851(4.1%)

Guarantees
2009 American Recovery and $833 (5.8%)

Reinvestment Act
2008 Troubled Asset Relief Program $700(4.8%)
2019 Defense Spending $676(3.2%)

NATIONAL ECON
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Source Goldman Sachs
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. FRED ot : ::n;;itailnzlt:iilzia(ilr:'sﬂ(lnsured Unemployment) (right)
Y| keS I 7,000,000 28,000,000
Since March 215t 57
million people filed for
unemployment
5,000,000 20,000,000
At ItS peak, 25 ml”ion’ _ 400,000 16000000
or an “insured £ :
unemployment” rate of
17.1%
2,000,000 8,000,000
1,000,000 4,000,000
P NATIONAL ECONOMIC ’ 2020-02 2020-03 2020-04 2020-05 2020-06 2020-07 2020-08 ’
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>simism is Growing at Small Firms

PETER G. : f : et :
g PETERSON Small business owners are increasingly pessimistic in their
Ml Founoation outlook

AMOUNT OF TIME EXPECTED TO ELAPSE BEFORE RETURN TO NORMAL OPERATIONS (% OF
BUSINESSES)

28%

-8 i mWeek 1 mWeek 5 mWeek9

Months 16%
14%

. 28%

Months 24%
20%

More
than 6 38%
Months 51%

or 54%

Never
0% 10% 20% 30% 40% 50% 60%

SOURCE: U.S. Census Bureau, Small Business Pulse Survey, June 2020.

NOTES: Data for Week 1 was collected April 26-May 2, Week 5 was collected May 24-May 30, and Week 9 was collected June 21-June 27.

Responses are for the question: “In your opinion, how much time do you think will pass before this business returns to its normal level of operations
relative to one year ago?”

© 2020 Peter G. Peterson Foundation PGPF.ORG
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it a Minute. MSNBC said unemployment ®e :
is at 30million this morning? °.°

Continuing unemployment claims in all programs

January 4, 2020-August 15, 2020 PUA Data Issues:

H Other programs (mostly PEUC, STC, and EB) Slnce Aprll: 15.2m ClaImS;

M PuUA
soonogoo o 13.6m continuing on 8/15
Regular: 47m claims;
14m continuing

Notes: Data are not seasonally adjusted. Pandemic Unemployment Assistance (PUA) is the federal
program for workers who are out of work because of the virus but who are not eligible for regular state
unemployment insurance benefits (e.g. the self-employed). "Other programs” includes PEUC, STC, EB,
and others; a full list can be found in the bottom panel of the table on page 4 at this link
https://www.dol.gov/ui/data.pdf,

Source: UsS. and Training Initial Claims [ICSAJ, retrieved from
Department of Labor (DOL), https:/oui.doleta.gov/unemploy/docs/persons.xis
NATION/ 3 htpsi/www.dol govii/data pdf, September 3, 2020

'ﬂ-r’ EDUCATIC Economic Policy Institute 41
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@: Effects (most) due to the Fed °

FRED :#/ — wilshire 5000 Total Market Index FRED -/ — cBok Volatility index: vix .

170 %0

160

Index
Index

A/N
e /MW “”

= HW/W T N M\wa \H"MMMM

2017-07 2018-01 2018-07 201901 2019-07 2020-01 2020-07 2017-07 2018-01 2018-07 2019-01 2019-07 2020-01 2020-07

Source: Wilshire Associates. myf.red/g/uigz Source: Chicago Board Options Exchange myf.red/g/uigT
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ructural Changes in One Slide! 0%’
Retail's migration online
COVID-19 is accelerating the structural shift in US retail Is ccelerating

i d th Llar

grades have sectors
weakest EBIT recovery prospects

% Rated Dett % Issuers with Negative
Downgraded Cutlook/ RUR 2020 20
For the 20 Quarter 2020 %

D L L ]| UsRessi 4
14% tl% 125% 25% (zggnsoijlos
(S-ln's)
Retail sectors ranked Y o \J d L Us Retail
from highest to lowest 86% 86% wox s B S e
EBIT pressure from ! (597.98)
Sy 3 D) Lo
: " ) US retail speculative goade default forecast shows
31% 55% 50%  -10% peakiin December 20 23.5%
O O 19% s;.:;mo
& & g
puiorans | oS 85% 80% 225% 7% sf%//"-m' gﬁ?&»
Fl;:; I;r ; Decerriber 31 2005° feriierd
INVESTORS SERVICE iﬁ“ﬁ}:’:"
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None is a perfect measure: °
- Insured Unemployment L
o Most accurate number because it is a numerical count.
o Administrative delays in processing claims and not all unemployed are
eligible to collect
- Household Survey: 60,000 households
o Disruptions to survey
o Ambiguity of some of the classifications
o Survey are done mid-month
- Establishment Survey: 145,000 businesses about 700,000 employees
o Response rate fluctuated recently
o Survey done mid-month
NATIONAL ECONOMIC “
EDUCATION DELEGATION
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Two Data Reports: '..
1. Depart of Labor Unemployment Insurance Weekly Claims ¢
1. Weekly, Thursdays at 8:30
2. Initial Claims
3. Continuing Claims or Insured Unemployment
2. Bureau of Labor Statistics (BLS), Employment Situation
1. Monthly, First Fridays at 8:30. Surveys done midmonth
2. Household Survey: Unemployment Rate
3. Establishment Survey: New Jobs Created
For Perspective on Numbers, as of 2/2020:
Labor Force, 165m; Employed; 159m; Unemployed, 6m, or 3.5%
Total New Jobs added per month: round 225 thousand
AT NOTLONA SSoNome *
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Unemployment Insurance Benefits o <
Weekly Earnings Regular Benefit Expanded Benefit
Income
Quartile:
25% $445 $231 (52%) $831 (187%)
50% $688 $346 (50%) $946 (138%)
75% $1,207 $456 (38%) $1,056 (88%)
How bad a “problem” was this?
Recent Yale study suggests it may not be very bad
https://news.yale.edu/2020/07/27/yale-study-finds-expanded-jobless-benefits-did-not-reduce-employment
Should it be corrected?
Here’s How: Expanded Benefit a % of earnings;
phased out as unemployment falls.
NATIONAL ECONOMIC %
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https://news.yale.edu/2020/07/27/yale-study-finds-expanded-jobless-benefits-did-not-reduce-employment
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Forecast
Date

certain

Forecasts for Real GDP Growth in 2020Q3

Top Quartile Bottom Quartile Difference
2/2020 2.35 1.69 0.66
5/2020 20.31 0.98 19.33
8/2020 21.83 15.53 6.30

The unemployment numbers are a key statistic that
economists and the press track to gauge the recovery

NATIONAL ECONOMIC
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(which ended 7/31)

* Cares Act: Let’s Get the money out the door as quickly as possible:

- States calculate unemployment benefit the way you normally do and then
add $600

- For most workers in most states this ended up providing unemployment
benefits in excess of wages.

- 3 University of Chicago Economists ran the numbers:
https://bfi.uchicago.edu/insight/blog/ui-calculator
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Percentage of Gross Domestic Product ® .‘ o
200  Proj j ".
<
150
World War Il Panciiemic
100 = H
Great
Great Recession
50 Depression
World War |
0
1900 1920 1940 1960 1980 2000 2020 2040
NATIONAL ECONOMIC 4
ﬁ" EDUCATION DELEGATION Source: Congressional Budget Office, The Budget and Economic Outlook: 2020 to 2030 ?
49
@
e . [ .:.:. ..:
@m a Republican Deficit Hawk ©lele,
0. °
e
o
|
* “I'm a fiscal hawk from way back, and all of my heebie-jeebies are
going off when | see these numbers,” said Douglas Holtz-Eakin, a
Republican who used to head the Congressional Budget Office and is
president of American Action Forum. “But then | look at the scale of
the problem, and | think, yeah, that’s that. Gotta do it.” Politico, 4/29
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