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The International Monetary Fund (IMF) is analyzing damage due to COVID and
projecting further severe consequences if current policies persist. They state
“despite involving short term economic costs, lockdowns may lead to faster
economic recovery by containing the virus”
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“The prevailing narrative often portrays
lockdowns as involving a tradeoff
between saving lives and supporting the
economy. This characterization neglects
the point that, despite involving short term
economic costs, lockdowns may lead to
faster economic recovery by containing
the virus.”

— International Monetary Fund (IMF)
October, 2020
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Note: This report doesn’t do a dynamic analysis that makes things much clearer, but it does a thoughtful statistical analysis

based upon increasingly available data.

https://t.co/5Xmt8y7ICL

A few more quotes:
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THE GREAT LOCKDOWN: DISSECTING THE ECONOMIC EFFECTS

To contain the coronavirus (COVID-19) pandemic and
pravect susceptible papulations, most countries imposed
stringent lockdown measures in the first half of 2020.
Meamwhile, economic activity contracted dramatically

on a global seale. This chapter aims to dissect the nature
of the economic crisis in the first seven manths of the
pandemic. It finds that the adoption of lockdowns was

an important factor in the recession, but voluniary social
distancing in response to rising infections also contribured
very substantially to the economic contraction. Therefore,
although easing lockdowns can lead to a partial recovery,
economic activity is likely to remain subdued until

health risks abate. Meanwhile, countries should protect
the most vielnerable and find ways to support economic
activity compatible with social distancing, for example, by
redvcing contact intensity in the workplace and enfancing
work from home where possible. This chapter also proviees
new evidence of the uneven effects of lockdowns, which are
Sound to bave a larger impact on the mobility of women
and younger coborts, This calls for targeted policy action

ta prevent a widening of inequality. Finally, the analysis
sheows that lockdewns can substantially reduce COVID-19
nfections, fj,befm‘.'ét if they are introduced early in a
conntrys epidenic and arve sufficiently tight. Fhus, despit

fects o momy. ['his remains an important area
Jor funicre research as new data become available.

Introduction

The COVID-19 pandemic has raised unprece-
dented health challenges on a global scale. To contain
the spread of the virus, most countries have resorted
to stringent lockdown measures, closing schools and
business activities and sometimes even preventing

“The authors of this chapter are Francesca Caselli, Francesco
Grigali (co-lead), Weicheng Lian, and Damiano Sandri {co-lead),
with support from Jungjin Lee and Xiaohui Sun. The chapter
benefited from insightful comments by Yuriy Gorodnichenko and
internal seminar participants.

people from leaving their homes, excepr for essential
reasons. Meanwhile, economic activity has contracted
dramatically, as discussed in Chapter 1. No country
was spared, with GDT declining sharply in advanced,
emerging market, and developing economies,

This chaprer’s first goal is to shed light on the
extent to which the economic contraction was driven
by the adoption of government lockdowns instead of
by people voluntarily reducing social interactions for
fear of contracting or spreading the virus. This issue is
important to understand retrospectively the nature of
the recession and to provide insights into the strength
of the upcoming recovery. If lockdowns were largely
responsible for the economic contraction, it would be
reasonable to expect a quick economic rebound when
they are lifred. Bur if voluntary social distancing played
a predominant role, then cconomic activity would
likely remain subdued until health risks recede.

‘The analysis starts by examining the cross-country
association between lockdowns and economic activ-
ity across a broad sample of countries. It finds that
countries that endured more stringent lockdowns
experienced larger growth declines relative to pre—
COVID-19 forecasts, even after controlling for the
severity of the local epidemic. The chapter then
assesses the impact of lockdowns using high-frequency
proxies for economic activity, namely mobility indica-
tors provided by Google and job postings provided by
the website Indeed.! Regression results show thar lock-
downs have a considerable negative effect on economic
activity. Nonetheless, voluntary social distancing in
response to rising COVID-19 infections can also have
strong detrimental effects on the economy. In fact,
the analysis suggests that lockdowns and voluntary
social distancing played a near comparable role in

'Google Community Mobility Reports provide information on
daily attendance rates at various locations relative to precrisis levels.
Dara are available ar a national level for a large set of advanced,
emerging market, and developing economies. For various counrries,
mability information is also available at a subnational level, Dara
can be downloaded at hups:/fwww.google.com/covid 1 9/mobility/.
The job site Indeed provided the IMF with anonymized informa-
tion about daily job postings in 22 countries, disaggregated by job
categories.
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“The analysis also finds that lockdowns are powerful instruments to reduce infections, especially when they are introduced
early in a country’s epidemic and when they are sufficiently stringent.”



3/

Figure 2.7. The Impact of Lockdowns on COVID-19 Infections

Lockdowns are an effective tool to reduce infections, especially when they are
implemented early in the epidemic.

2.5 - 3. Infections since the Start of the Countries’ Epidemics for
Tighteners with Few and Many Cases
(Per thousand people, split based on weekly cases at
maximum stringency)

— Tighteners with few cases

10- = Tighteners with many cases

60
Days since the first COVID-19 case

“lockdowns become progressively more effective in reducing COVID-19 cases when they become sufficiently stringent. Mild
lockdowns appear instead ineffective at curbing infections.”
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“The results suggest that to achieve a given reduction in infections, policymakers may want to opt for stringent lockdowns
over a shorter period rather than prolonged mild lockdowns...
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..Based upon past experience, tighter lockdowns appear indeed to entail only modest additional costs while leading to a
considerably stronger decline in infections.”
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“The analysis also suggests that lockdowns must be sufficiently stringent to reduce infections significantly.”
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“The effectiveness of lockdowns in reducing infections suggests that lockdowns may pave the way to a faster economic
recovery if they succeed in containing the epidemic and thus limit the extent of voluntary social distancing...
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..Therefore the short-term economic costs of lockdowns could be compensated by stronger medium-term growth, possibly
leading to positive overall effects on the economy.”
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“These findings suggest that economies will continue to operate below potential while health risks persist, even if lockdowns
are lifted.”

“Therefore, policymakers should refrain from withdrawing policy support too quickly and preserve spending on social safety
nets.”
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“The prevailing narrative often portrays lockdowns as involving a tradeoff between saving lives and supporting the economy.
This characterization neglects the point that, despite involving short term economic costs, lockdowns may lead to faster
economic recovery..
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WORLD ECONOMIC OUTLOOK: A LONG AND DIFFICULT ASCENT

does not contribute to widening gender and intergen-
erational inequality.

‘The analysis also finds that lockdowns are powerful
instruments to reduce infections, especially when they
are introduced early in a country’s epidemic and when
they are sufficiently stringent. Considering also that
lockdowns appear to impose decreasing marginal costs

on economic activity as they become more stringent,
policymakers may want to lean toward rapidly adopt-
ing tight lockdowns when infections increase rather
than rely on delayed mild measures. Nonetheless, these
recommendations will need to be reassessed as the
understanding of the virus and means to counteracr it
improve, A crucial area of research is to examine the
Cﬁl’ﬁ:ti\'ﬂnc&s (IF mﬂl'l:—[ﬂl'gt[{'d il'lsll'l.lﬂ'll'nls Cl]lTIPﬂﬂ.'d
with blunt lockdowns, for example restrictions on
dense indoor gatherings or measures 1o isolate people
who are more vulnerable ro the virus,

The effectiveness of lockdowns in reducing infec-
tions, coupled with the finding that infections can con-
siderably harm economic activity because of voluntary
social distancing, provides an important new perspec-
tive on the costs of lockdowns. The prevailing narra-
tive often portrays lockdowns as involving a trade-off
between saving lives and supporting the economy.

This characterization neglects the point that, despite

imposing short-term economic costs, lockdowns may

lead to a faster economic recovery by containing
the virus and reducing voluntary social distancing.
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These medium-term gains may offset the short-term

costs of lockdowns, possibly even leading to posi-

tive overall effects on the economy. More research is
warranted on this important aspect as the crisis evolves
and more data become available. Meanwhile, policy-
mnk{,'[s Shﬁujd ;IISU IDGI{ Fﬂl’ altcrnatiw: way}; o Cﬂﬂlai"
infections that may have even lower economic costs.
In line with the advice of public health experts, these
may include expanding testing and contact tracing,
promoting the use of face masks, and encouraging
working from home.

The analytical results and policy implications
presented in this chapter are subject 1o several cavears.
First, the analysis tries to alleviare concerns about the
endogeneity of lockdowns by showing that the resules
hold using cross-sectional and time-series identification
and by relying on national and subnational dat when
available. However, identification concerns cannot be
fully dismissed, including regarding the measurement
of voluntary social distancing. Second, the analysis
relies on short-term indicators, such as mobility and
job postings, which provide an imperfect measure of
economic activity, The chaprer's findings will need ro
be reexamined as more conventional economic indi-
cators become available. Third, the analysis focuses on
thc Wﬂnﬂmif cnnscqucncl.‘s UF |0¢kdﬂwr}5. m:gll:cting
important side effects, for example, on educational
attainment and mental health issues. These are crucial

arcas for future research.

by containing the virus and reducing voluntary social distancing. These medium term gains may offset the the short-term
costs of lockdowns, possibly leading to positive overall effects on the economy.”
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“The prevailing narrative often portrays
lockdowns as involving a tradeoff
between saving lives and supporting the
economy. This characterization neglects
the point that, despite involving short term

economic costs, lockdowns may lead to
faster economic recovery by containing
the virus.”

— International Monetary Fund (IMF)
October, 2020
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