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The Employment Challenges of the Pandemic

• Challenge # 1:  Avoiding individual suffering

• Challenge # 2:  Avoiding recession (related to # 1 but not identical)

• Challenge # 3:  Minimizing the spread of COVID-19

• Presumably we also wanted to limit extreme public spending levels, 
reduce risks of inflation, etc., although we showed little sign of caring 
about that.   



Funding the Person vs. Funding the Firm

• Conceptually, PPP is something like a ramped up Earned Income Tax 
Credit that essentially subsidizes job creation or maintenance.  

• Conceptually, paying people on furlough is like enhanced 
unemployment insurance.   

• In normal circumstances, this is an equity/efficiency type problem. 
• Unemployment insurance reduces short-term hardship. 
• Subsidizing job creation helps to offset the fiscal externality created 

by unemployment insurance.   
• There is also a place-specific element here – doing more for job 

creation in high joblessness areas 



But during a time of COVID …….

• The case for subsidizing employment is lower because of the risk of 
contagion  at some points, we may want everyone to stay home. 

• The government (in the US at least) had very limited capacity to 
respond nimbly.   There was some doubt as to whether the UI system 
would be overwhelmed by a major increase in payment.   

• And so we just decided to dump trillions of dollars on the private 
sector in the hope that it would get it out.  

• Certainly this was a classic Keynesian money dump  the incentives 
were weak (you had to spend on payroff, supposedly) and the 
targeting was close to non-existent. 



My work on PPP with Bartik, Cullen, Luca, 
Stanton and Sunderam
• A framework that looks at the tradeoff between delegation (which 

means speed but poor targeting) and government control. 
• Estimates of the treatment effect of PPP receipt that use relatively 

standard instruments (different banks had a different propensity to 
give cash in the first tranches).

• We estimate short run employment effects and longer term survival 
expectations (and check with realization).  

• Short-term estimates are about 3.7 jobs/100k.
• Longer-term estimates at 1 job/100k (about survival).





The losses from moving swiftly. 

• We estimate heterogeneous treatment effects and then show what 
different allocation rules might produce. 

• Reasonable allocation rules might target industries or being hit hard 
by COVID or not being able to work live. 

• These show trivial or no improvement.  
• If we knew all the treatment effects we know now, and if we could 

craft a system that perfectly targeted the highest impact firms, then 
the gains would be considerable.  

• But that thought experiment seems wildly far-fetched.  
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