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Zhiqi Chen®

Symposium on the Economic Impact of the
COVID-19 Pandemic: An Introduction

The COVID-19 pandemic has had a widespread adverse impact on the world
economy. Measures adopted by governments around the world to contain the
spread of the novel coronavirus, such as lockdowns, social distancing orders,
travel restrictions and border closures, caused tremendous disruptions to
economic activities. This led to drastic economic declines. In the Organisation of
Economic Co-operation and Development (OECD) area, for example, real gross
domestic product (GDP) fell by an unprecedented 9.8% in the second quarter of
this year (OECD, 2020). Among the emerging economies, GDP fell by 9.7% in
Brazil, 25.2% in India, 3.2% in Russia, and 16.4% in South Africa during the
same period.1 China, which started to impose lockdown measures in January,
experienced a 6.8% decrease in GDP in the first quarter.” While the economies
of many countries have rebounded since then, the path to recovery will likely be
a long and gradual one (IMF, 2020).

This symposium consists of five articles that examine the impact of the
COVID-19 pandemic on various facets of the economies and economic behavior.
Perhaps the most apparent economic impact of the pandemic is in labor markets,
with drastic rises in unemployment and, for those who still have jobs, significant
changes in the way they work. The first article in this symposium, by Suqin Ge
and Yu Zhou, investigates the role of job characteristics on an individual’s
decisions to practice social distancing, work, and apply for unemployment
insurance during the COVID-19 pandemic in the United States. Using data that
track millions of mobile devices and their daily movements across physical

' The quarterly GDP growth rates cited here are percentage changes over the previous quarter.
They are retrieved from the OECD’s website: https://stats.oecd.org/index. aspx?queryid=
33940.
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locations, Ge and Zhou find that the presence of jobs with high work-from-home
capacity in a region increases the ability of people to practice social distancing
and decreases their unemployment risk, whereas the presence of jobs with high
physical proximity decreases the incidences of social distancing and
unemployment, and increases the incidence of work during the pandemic.

The article by Xiaobo He and Fang Xiao also investigates the labor market
consequences of the pandemic. Using a dataset on over 40 thousand domestic
helpers in China between November 2019 and June 2020, He and Xiao find that
short-term labor supply of domestic helpers declined but their wage expectations
increased across 11 major cities in China. Moreover, their analysis reveals the
existence of labor market discrimination against domestic helpers born in Hubei
Province, the epicenter of the pandemic in China.

International trade is another facet of the economies that has been severely
impacted by the COVID-19 pandemic. The article by Yi Che et al., examines the
impact of the COVID-19 pandemic on China’s monthly exports from January
2019 to May 2020. While it comes as no surprise that China’s exports declined
during this period, their analysis shows that the rate of decline depends on the
pandemic risk level of the destination country, the position of China’s exports in
the global value chain, and labor intensity of the exports. To be more specific,
China’s exports to countries at high risk from the pandemic have experienced a
larger decline than exports to low-risk countries after the onset of the pandemic.
Moreover, Chinese industries located upstream in the global value chain are more
vulnerable than those located downstream, and industries with high labor
intensity have experienced greater declines than other industries.

Instead of the impact on economies, the article by Yun Wang and Mingyang
Yan explores how the COVID-19 pandemic may affect individuals’ attitudes and
behavior. Specifically, they conduct laboratory experiments to investigate
individuals’ risk attitudes in the midst of the unprecedented uncertainty caused by
the COVID-19 pandemic. Using the multiple-price-list elicitation method with
real money incentives to measure individuals’ risk preferences at different stakes,
they find that subjects who had previously experienced negative shocks in their
personal lives exhibit higher degrees of risk aversion at medium and large
payment stakes, but became more risk-loving at very small payment stake.
Previous exposure to social shock or natural disasters, on the other hand, has no
significant effect on subjects’ risk preferences. Most interestingly, their analysis
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detects no significant impact of the COVID-19 pandemic on subjects’ risk
preferences. Wang and Yan interpret this finding to mean that the subjects likely
regarded the pandemic as a social shock or a natural disaster. Another possibility,
however, is that it may take time for individuals’ risk preferences to evolve.
While the pandemic has had no discernible impact in the short run, this does not
mean that it will not influence individuals’ risk attitudes in the long run.

Turning to the long run, the article by Qichun He considers the impact of the
pandemic on economic growth. Using a monetary Schumpeterian model, He
investigates how an increase in the probability of death resulted from the
pandemic may affect growth rate and economic welfare. His theoretical analysis
shows that the pandemic will reduce long-run growth and welfare. More
interestingly, calibrations of the model demonstrate that quantitatively, the effect
of an increase in the probability of death on welfare is much larger than that on
growth. This suggests that the long-term impact of the pandemic may not be
confined to lower rates of economic growth.

At the Frontiers of Economics in China (FEC), we strive to conduct the review
process of each manuscript expeditiously.’” Mindful of the rapid evolution of the
pandemic and its impact on the economies around the world, we have made a
concerted effort to minimize the publication lag of this symposium. It is our hope
that the timely publication of these research findings will help inform
decision-makings by governments, firms and individuals during this
unprecedented time.
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