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THE COVID-19 ISSUE:
New research from the Centre for Economic Performance
in the Summer 2020 CentrePiece magazine

Covid-19 and the containment measures implemented by governments to tackle the
health emergency have had a devastating impact on the world economy. We have
all been affected in some way, but as recent research by the Centre for Economic
Performance (CEP) makes clear, some groups have suffered more than others.
There has been particularly severe damage to the lives of school children (especially
those from already disadvantaged backgrounds), of self-employed workers, of young
people starting out in the labour market, and of women, many of whom have been
struggling to combine work and ‘home production’ responsibilities under lockdown.

The Summer 2020 issue of CentrePiece magazine, which is published today, reports
some of those findings in a special Covid-19 issue. Much of the focus is on
understanding what has been happening in the home, in education and in the
workplace. CEP economists are also focused on what happens next — on immediate
policy responses to counter the learning losses from school closures or to protect the
self-employed or victims of increased domestic abuse; and on what can be done to
promote a strong and sustainable recovery.

Alongside the pre-crisis public policy slogans of “levelling up” and “Global Britain”, a
new promise is emerging: “building back better”. As the Covid-19 issue of
CentrePiece illustrates, CEP economists are actively contributing to that ambition
with evidence-based ideas across a range of issues, including reversing the decline
in social mobility, combating climate change, and investing in the human and
physical infrastructure needed for an innovative, competitive and prosperous
economy.

Among the findings:

¢ Build back better: innovation needed to deal with the crisis and plan for

recovery

Brexit: parts of the economy less hurt by Covid-19 will be hit hard by “no deal”

Life in lockdown: a regrettable increase in domestic abuse by current partners

Machine learning: how Al can help protect victims of domestic violence

Gender inequality: a reversal of the marketisation of childcare and housework

Self-employment: a particularly hard hit to working hours and earnings

Apprenticeships: once they can resume, will firms and trainers still be there?

Social mobility: Covid-19 widens the divide in life chances between rich and

poor

e Carbon tax: paying for the costs of the pandemic and combating climate
change

e Supply chains: trade may now experience a push towards more
regionalisation
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Build back better: key areas for a post-pandemic recovery

A new report by Anna Valero and colleagues lays out a plan for the UK’s post-
Covid-19 recovery. By taking action on infrastructure, education, innovation, the
environment and local governance, the government can boost the confidence of
households and businesses, and avoid fears of an economic depression becoming a
self-fulfilling reality.

The authors note that innovation is crucial for enabling the global community both to
deal with the crisis and to plot a course out of it. They argue that there cannot be a
return to austerity based on cuts in public spending and undermining the quality and
resilience of public services.

Covid-19 and Brexit: contrasting sectoral effects

After the huge negative economic impact of the pandemic, Brexit will present another
profound change in circumstances for UK businesses. Analysing real-time survey
data, Josh De Lyon and Swati Dhingra show that the sectors that have suffered
less during lockdown are the ones exposed to most damage from leaving the
European Union.

The study shows that domestic services such as recreation, hotels and restaurants,
which have been hit hard by Covid-19, are less likely to be directly affected by Brexit
policy. But rushing Brexit through without a new deal would broaden the set of
sectors that see worsening business conditions.

Domestic abuse in times of lockdown

What has happened to the prevalence and nature of domestic abuse during
lockdown? Crime economists Ria Ivandic and Tom Kirchmaier collaborated with
the Strategic Insights Unit of the Metropolitan Police to answer this question by
analysing data on calls to the police and recorded crime in London.

Their study reveals that some victims of domestic abuse are suffering considerably
more during lockdown: the nature of domestic abuse has changed, with ex-partner
abuse down but current partner abuse up.

Tackling domestic violence using machine learning

Artificial intelligence could help to protect victims of domestic violence, according to
research by Jeffrey Grogger, Ria lvandic and Tom Kirchmaier.

Their study shows that conventional assessments of which victims of domestic
violence are most at risk are outperformed by machine-learning methods. Machine
learning offers a way to improve how police responses to domestic abuse calls are

handled.
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Covid-19 and the work patterns of men and women

Unlike previous recessions, the Covid-19 crisis is harming women'’s labour market
prospects more than those of men. Women are also likely to be on the receiving end
of the bulk of increased ‘home production’ requirements for childcare and
housework.

Writing in CentrePiece, Claudia Hupkau and Barbara Petrongolo explore the
evidence for the UK, illustrating how lockdown has reversed by decree a secular
process of marketisation of childcare and housework.

While the immediate impact is a reversal of progress in reducing gender inequalities,
the massive increase in working from home has accelerated a move towards flexible
work arrangements. Effects of the emergency could ease the breakdown of
traditional gender roles come the recovery.

Covid-19 and the future of self-employment

Growing self-employment has been one of the key features of the UK labour market
over the last two decades, particularly since the 2008/09 recession. As Jack
Blundell reports, this group of workers is being hit particularly hard by the crisis.

His analysis shows a remarkably consistent picture of the self-employed being hit by
loss of working hours and earnings. This is not helped by the fact that extending
social protection to the self-employed is difficult since it is almost impossible to
assess whether a worker is involuntarily unemployed. Policy must meet the needs of
the ‘precarious’ without impeding the flexibility of others in self-employment.

Apprenticeships after Covid-19

The unprecedented economic upheaval brought by the pandemic raises several
concerns for the functioning of England’s apprenticeship system, particularly in the
medium term as economic and social activity resumes.

Writing in CentrePiece, Guglielmo Ventura outlines the challenges, including fears
that once apprenticeships can fully resume, firms and training providers may not be
there for them. A training guarantee would ensure that every apprentice can, if
necessary, relocate to a different firm or training provider.

Covid-19 and social mobility

Covid-19 is increasing the divide in life chances between rich and poor, according to
Lee Elliot Major and Stephen Machin. Their work shows how a combination of
widening inequalities in work and the classroom is the perfect recipe for declining
social mobility.
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They propose urgent actions to tackle economic and educational inequalities in
Britain, noting that hard times can prompt moves to fairer and more collective
societies. This has needed to happen for some time, but it is getting worse after the
triple whammy of the global financial crisis, Brexit and Covid-19.

Climate change policy: the case for a Covid-19 carbon tax

A carbon tax could both help to pay for the enormous costs of the pandemic and
encourage investment to help combat climate change. Writing in CentrePiece, Ralf
Martin and John Van Reenen explain how, noting, crucially, that the tax should be
levied in a few years’ time, when the UK economy has begun to recover.

They explain how a carbon tax would help governments to bolster the public
finances and promote growth. Carbon and fuel price increases spur ‘clean’
innovation and deter ‘dirty’ innovation.

Covid-19 and the future of international supply chains

The pandemic has re-opened debate about the merits and drawbacks of highly
coordinated global supply chains in manufacturing. Frank Pisch analyses data on
French manufacturing firms in ‘just-in-time’ production networks to examine the
prospects for international trade in a post-Covid-19 world.

He shows that two-thirds of all French manufacturing workers are employed in ‘just-
in-time’ supply chains. Regardless of the organisation of supply networks, we can
expect an increase in inventory holdings to cushion future blows. Following the
pandemic, international trade may experience a push towards more regionalisation.

ENDS

Notes for editors:

1. CentrePiece is the magazine of the Centre for Economic Performance. It is
published three times a year. The Summer 2020 issue is Volume 25, Issue 2. Cover
price £5; subscription rates on application to +44 (0)20 7955 6963. To subscribe:
http://cep.lse.ac.uk/centrepiece/CentrePiece subscription.pdf

2. The Centre for Economic Performance is an independent research centre based
at the London School of Economics and Political Science. Its members are from the
LSE and a wide range of universities within the UK and around the world.

3. For more information contact:

Romesh Vaitilingam, CentrePiece Editor - Email: romesh@vaitilingam.com
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Helen Ward — 07970 254872 Email: H.Ward1l@Ise.ac.uk

CEP General - Email: cep.info@Ise.ac.uk
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