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COVID-19: Economic Implications and
Policy Response
Dec 3, 2020
Swarthmore Rotary Club
Geoffrey Woglom
Professor of Economics (Emeritus)
Amherst College
AT NOTLONA SSoNome .
@
.:O % .o:
@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
* 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:
- Jon D. Haveman, NEED
- Geoffrey Woglom, Amherst College (emeritus)

* This slide deck was reviewed by:
- Jon Haveman

 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 recovery now?
* How has policy affected the recovery?
* What are the risks to a continued recovery?
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Percent Change in All Consumer Spending* . .
0% é -2.3;’/0
- [ Total Spending
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At |eaSt inltla”y, the Percent Change in Time Spent Outside Home*
. In the United States, as of November 27 2020, total time spent away from home decreased by 12.1% compared to January 2020,
spending collapse was due S
to public health A
restrictions and nervous
households. H

Over time, loss of income
also plays a role
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Headlines on 10/29 .0‘

* GDP roared back at record 33.1 percent in third quarter, Washington
Times.

* Economy’s Big Rebound Leaves a Shortfall as Progress Slows,
NYTimes.

Keys to Understanding:

1. 33.1%is at an annual rate (which makes sense in normal times).
2. Growth in the second quarter was -31%, also a record.

Bottom line: the economy has made up a lot of ground very quickly,
but we still have a ways to go: 5% gap is $1 trillion in lost output
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FRED £/ — Total Nonfarm Private Payroll Employment

130,000

SRED -~/ — inital caims (eft)

— Continued Claims (Insured Unemployment) (right)

Initial Claims: 11/25, 712K.

Previous peaks: 10/2/1982, 695K.
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Cont Claims: 11/21, 5.5m.
Previous peaks: 10/2/1982, 6.6m.

EDUCATION DELEGATION

Jequiny

10

10

12/3/20



T 0 ¢ 0o
. ® o o o
@ regate Data Looks Encouraging 'o‘.‘.:
0.0.
e °®
°
|
* Recovery has been unexpectedly rapid, albeit incomplete.
* Why: There were no short-run macro problems at the start of the
crisis.
* The only obstacle to a continued recovery:
1. Resurgence of the virus.
2. Economic damage due to prolonged job losses and business failures
AT NoionNak Eaonome e
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* Monetary Policy acted quickly and effectively to prevent a financial .I

market meltdown and to keep credit flowing. But the Fed lends and
does not spend.

* Fiscal policy acted quickly, but inevitably made some mistakes.
- Stimulus Checks, A ($268b)
- Expanded Unemployment, B (5268b)
- Paycheck Protection Program, C+ ($525b)

Big Caveat: Much of the Fiscal Stimulus ended in July
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Sources of Disposable Income .‘ °
(at annual rates) Source BEA ([ ]
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PETER G. istributi
P2 PETERSON The distribution of PPP loans has not matched levels of
Founoation unemployment

SHARE OF JOBS LOST AND LOANS DISBURSED (% OF TOTAL)

35%  Share of Total Jobs Lost in April
w Share of Total PPP Loans Disbursed
30% | B
25%
20%
15%
12.4% 12.7%
10%
10.4%
8.1%
5% 6.5% 6.5%
4.8%
o% 1.6% 250
A ion & Arts, Entertai
Food Services & Recreation Technu:al Semces

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 Foundation PGPF.ORG

¥y Not so Good: Didn’t Go to the Right F|rms ., %

In addition, first round
loans went
disproportionately to
predominantly white

Congressional Districts
Bloomberg, 7/30

Could a new PPP be
better administered?
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Percent Change in All Consumer Spending*

Prolonged Job Losses?
NATIONAL ECONOMIC

Percent Change in Employment*

In the United States, a5 of November 22 2020, total by by 1 d to January 2020, In the United States, as of September 30 2020, employment rates among workers in the middle wage quartiles decreased by 4.7%
compared to January 2020 (not seasonally adjusted).
Week ending
Nov 22,2020 +10% 5ep30,2020

+0.2%

High Wage
@nrraanns (>$60K)
-4.7%
! a
T TEIO. (527K-560K)
-19.2%
LowWage
(<s27K)
1 oct1 Nov27
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@aware County Real Time Data

Percent Change in All Consumer Spending*

In Delaware, 35 of November 22 2020, total spending by all i d by o to January 2020. quartile increased by 5.7%
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* But, as of August 8, no more ¢
- Stimulus Checks
- PPPloans
- Extra $600 weekly benefit and
- many, many workers have exhausted benefits.

* Net Effect on Household Income of taxes and government aid:
* February, -3%; April, +20%; but declining steadily to Oct. +1.0%

* How do low-income households continue to spend, and remember
consumption is 2/3rds of GDP.

* It gets worse: “Fiscal Cliff” the day after Christmas.
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* In addition to the regular unemployment insurance programs there ¢

are two other pandemic programs. As reported this AM:
1. Pandemic Unemployment Assistance (Self employed), 8.7 million.
2. Pandemic Emergency Unemployment Compensation (more than 26 weeks),
4.6 million.

* New Century Foundation: 12 million to lose benefits
(https://tcf.org/content/report/12-million-workers-facing-jobless-
benefit-cliff-december-26/)

* And CDC eviction ban ends on 12/31
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Pandemic Emergency Unemployment Compensation ..

The Century Foundation from DOL data
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@all Firms (over 40% of all jobs) ®

Percent Change in Small Business Revenue*
In the United States, as of November 16 2020, total small business revenue decreased by 32.1% compared to January 2020.

Nov 16,2020

-32.1%
Al

-50% 1 ]
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Stimulus Payments
Start

d o January 4-31 This series

2020 04,2020

Business Failures?
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Springfie Womgply Net Revenue (S 1 Adj )

Change Post-COVID
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Percent Change in All Consumer Spending* .
Ilnzt::/United St;ttesjaasjafrl;oz\;ezr;ber 222020, retail spending (including online purchases, excluding groceries) by all consumers increased by ‘
o ek
o i +1;.4°/o
o ' -48.1%
o “aee ; -58.2%
o - .’,.+ ;r:::ainmen!
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* According to Edward Altman, leading expert on bankruptcy and
professor emeritus at NYU’s Stern School of Business, there are liable
to be 60 corporate failures with liabilities over S1b Bloomberg, 7/15
* Notable Bankruptcies 2020
- J.C. Penny, Hertz, Neiman Marcus, Lord and Taylor, Chesapeake Energy,Chuck
E. Cheese, Brooks Brothers, Ann Taylor, Lane Bryant, et. al.
* Many, Many Small firms just close their doors.
NATIONAL ECONOMIC 2
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COVID-19 State Budget Shortfalls Could Be L |
Largest on Record
Totad state budget shartlallin each fiscal year, in billions of 2020 dollars
2001 Recession Great Recession COvVID-19"
02 03 04 05 B U P 20 N 22

$60 SE60
$105.¢10
Recent Estimates of
- Revenue Losses Have Come
- ) down a Bit
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State and Local Government Employment Between March and Oct
I ,s net loss of 1.4m jobs
s o (from a low base).
£ 2 o 19.9
S _ . .
17 - Prospects if there is
18
Jul0s Jan-09 Jul-12 Jan-16 Jul-19 Jan-23 no general federal
Monihly: Through Oct 20 aid this year?
- Trend, Jan/60-Dec/07 Forecast Trend
State and Local Government Payrolls
Source: NBER and US Bureau of Labor Statistics. Gray shading indicates recession.
Graph by: National Economic Education Delegation (www.NI ti0n.0rg)
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* General Aid to State and Local Governments.
* Liability Protection for Firms against Covid law suits.
* Can a stimulus bill of more than $1 trillion pass the Senate?
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. 1in 3 Adults Had Trouble Paying for Usual ’.
My Vlew Household Expenses in Last 7 Days P
Share of adults reporting that it was somewhat or very difficult for their [ J
household to pay for usual expenses Q@
A | >
Black, not Latino 52%
Latino (any race) 47%
Resurgence of the Othermultacia .
. . not Latino
Xlr:';s and To StlmU|US. Asian, not Latino 28%
nd, peopie are White, not Latino 27%

hurting.

Note: Other/multiracial, not Latino = people identifying as American Indian, Alaska Native,
Native Hawaiian or Pacific Islander, or more than one race. Percentages exclude individuals

who did not respond to the question.

Source: CBPP analysis of Census Bureau Household Pulse Survey tables for October 28 —

November 9, 2020

CENTER ON BUDGET

NATIONAL ECONOMIC

AND POLICY PRIORITIES | CBPP.OR(¢
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* Much More Optimistic .q
- WSJ Economic Forecasting Survey, 11/6-10: 4% growth Q4; 4% 2021.
- Phil. Fed Survey of Professional Economists, mid Nov.: 4% growth Q4; 3.6%
2021.
- Conference Board, 11/13: 2.2% growth Q4; 3.4% 2021.
* Remember, all of that saving during the summer.
* My concern is that the poor, who have lost their jobs and face the
fiscal cliff are going to cut way back
* | hope | am wrong, but no matter what we need more stimulus.
AT Eplianak SSonans -
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Bipartisan Senate Proposal, $908 billion to fund relief; extend
benefits to April 1, and recycle $560 billion in Cares Act funds.

* $288 b for small business loans through PPP.

* $180 b for unemployment benefit, including extra $300 per week.
* $160 b for state and local governments.

* $82 b for education funding.

 $45 b for Airlines and Amtrak.

» $25 b for rental relief.

* Covid Liability Protection.

NATIONAL ECONOMIC

EDUCATION DELEGATION

30

30

12/3/20

15



° ([ J
@dership Responses °

* Mitch McConnell dismissing bipartisan proposal: "We just don't have
time to waste time. We have a couple of weeks left here. Obviously, it

does require bipartisan support to get out of the Congress, but it
requires a presidential signature.”

* Chuck Schumer and Nancy Pelosi, “..., in the spirit of compromise we
believe the bipartisan framework introduced by Senators yesterday

should be used as the basis for immediate bipartisan, bicameral
negotiations.”
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Any Questions?

www.NEEDelegation.org
Geoffrey Woglom
grwoglom@ambherst.edu

Contact NEED: info@needelegation.org

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

Become a Friend of NEED: www.NEEDelegation.org/friend.php
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Federal Deficit Will Reach Record Levels Debt Will Equal Size of Economy This Year @
34000 Billions Percent of GDP .
’ $3.8 trillion 120%
$3,500 —Updated Deficit Projections (current law)
=—Pre-Crisis Deficit Projections 110%
$3,000 Range of Uncertainty (current law) 107%
100% 100%
$2,500
s2000 $1.4 trillion 0% 89%
$1,500 81%
80%
$1,000
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$0 60%
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Source: CRFB Calculations CRFB.org % ‘Source: CAFB Calculations CRFB.org
#®, NATIONAL ECONOMIC »
{m EDUCATION DELEGATION
33
T 0 ¢ oo
® 0 o o
R bli Deficit Hawk 0% %’
m a rRepuplican verici aw ® o0 o
o o °
e °
e
o
Q@

/=, NATIONAL ECONOMIC

* “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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