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Highlights

While there was a slight net gain of 42,000 private jobs in New York City in May, total payroll jobs
remained more than 19 percent (-892,000) below the pre-pandemic February level.

In addition, about 333,000 independent contractors have lost jobs and filed for Pandemic
Unemployment Assistance.

This abrupt 1.25 million total job loss since February marks by far the sharpest job decline seen in
New York City since the 1930s.

Three-fourths of the city’s job loss has taken place in the mainly low-wage face-to-face industries
(-666,000), which together saw a 35 percent drop. The steepest losses occurred in the restaurant,
hotel, and arts and entertainment industries, where two-thirds of all workers lost jobs on a temporary
or permanent basis.

Even essential industries, including health care and social assistance, have seen significant job losses
(over 150,000, or 9.6 percent). Pandemic restrictions and budget pressures factored in the loss of
33,000 mainly local government jobs since February.

Although much less affected than the face-to-face or essential industries, remote industries, including
finance, tech, and professional services, shed 72,000 jobs, a 6 percent job loss.

To a greater extent than in previous downturns, the Covid-19-related job losses are heavily
concentrated among low-wage workers, hitting persons of color, immigrants, young workers, and less
educated workers the hardest.

Soaring job losses have pushed the city’s unemployment rate from its historic low of 3.4 percent in
February to 18.3 percent in May, well above the previous high point since the 1930s. However,
adding back the 380,000 unemployed workers who haven’t looked for jobs during the pandemic
would raise the city’s unemployment rate to 26 percent in May.

Unemployment is one-third to one-half higher in the Bronx, Queens and Brooklyn than in Manhattan.
The City Comptroller’s office estimates that May unemployment rates were about twice as high for
Blacks, Latinx, and Asians as for whites.

While initial unemployment insurance claims have come down sharply from their early April peak
levels, the statewide weekly level of continuing regular unemployment claims remains between 1.6
and 1.7 million, with close to half of that representing city residents. Another 900,000 dislocated
independent contractors (statewide) are receiving Pandemic Unemployment Assistance.

As New York City re-opens further in coming weeks, more jobs will return but it is likely that
recovery will proceed unevenly, with public health concerns overshadowing other forces. Economists
have not found evidence that the $600 supplemental weekly unemployment insurance payments has
slowed the return of workers to their jobs.



e While it is impossible to precisely predict where the recovery will be by the end of this year, it is
likely that New York City could end 2020 with 500,000 to 600,000 fewer jobs than at the beginning
of the year, with half of that job deficit stemming from the face-to-face industries.

Our key conclusion is that New York City is experiencing deep and enduring unemployment
mostly by low-income workers of color and the city is facing a sluggish recovery with double-
digit unemployment. Substantial additional federal economic assistance is needed to reduce
hardships and spark more and better employment opportunities.

Recommendations:
Among several policy priorities here are five that are particularly needed in New York City.

1—Government needs to come up with more effective ways of maintaining the viability of
Covid-19 endangered small employers who collectively employ hundreds of thousands of New
Yorkers.

2—Congress should extend the $600 supplemental weekly unemployment insurance benefit that
is due to expire July 25.

3—Economic assistance needs to be extended to the estimated 200,000 dislocated undocumented
workers in New York City and others who have fallen through the cracks and are not receiving
unemployment assistance.

4—Federal support is needed to fund public service and other jobs programs to serve young
workers, invest in infrastructure, and to promote climate resiliency and adaptation.

5—Substantial federal fiscal relief to state and local governments is needed as soon as possible
to avert harmful cuts in essential public services and employment that would worsen an already
bleak jobs picture.



Introduction

As New York City begins to re-open its economy in the wake of Covid-19 and as the number of
new cases continues to steadily drop locally, there is genuine reason for a glimmer of optimism.
Restaurants are now open for outside dining, and Phase 3 scheduled to begin on July 6 will mark
the return of limited indoor dining. Some workers are beginning to return to their offices, and
New Yorkers are once again able to patronize neighborhood services like hair salons and
barbershops, and brick and mortar retail stores. Yet many restrictions remain in place.
Quintessential New York activities, like Broadway theater performances, likely will remain
shuttered until early next year.

Tens of thousands of workers are returning to jobs following a period of temporary layoff. Even
as public health restrictions are eased, many businesses reliant on in-person transactions will
continue to experience low customer traffic. This means both that the number of jobs in New
York City’s service-intensive economy likely will remain well below pre-pandemic levels for
several more months, and that the survival of some number of small businesses will be severely
tested given the duration of reduced patronage levels. In addition to job losses directly related to
reduced face-to-face activity, the citywide economy will also experience job losses in other
businesses as the Covid-19 recession continues to have cascading economic effects.

This report takes stock of New York City’s economy and job market three months after the onset
of the pandemic that has taken the lives of 22,000 New Yorkers and Covid-19 related public
health shutdowns. It follows up on and uses some of the same framework and methodology of
our April 15 report, “The New Strain of Inequality: The Economic Impact of Covid-19 in New
York City.”

We look at the extent of lost jobs and earnings and which parts of the economy were hardest hit;
we identify the workers, businesses, and boroughs bearing the brunt of economic dislocation. We
see a pronounced small business and low-wage worker Covid-19 recession, distinct in character
from the post-9/11 recession or the 2008-09 Great Recession. In a final section of the report, we
try to make sense of the latest data to inform an initial projection of what might happen in
coming months, and we offer recommendations for getting the local economy back on track.

In this report, we analyze the most currently available four months of employment statistics from
the New York State Department of Labor: February-May 2020. This allows us to compare the
employment picture in the last full month (February) before State-mandated restrictions in
economic activity related to the pandemic began with the three months (March-May) when those
restrictions were in fullest force. (Comparable jobs statistics for the month of June will not be
publicly available until July 16.)


http://www.centernyc.org/reports-briefs/2020/4/15/the-new-strain-of-inequality-the-economic-impact-of-covid-19-in-new-york-city

The Center for New York City Affairs and the Consortium for Worker Education (CWE) have established a
Covid-19 Economic Recovery Project to monitor New York City economic and employment conditions and
develop policy and programmatic recommendations to facilitate worker and small business recovery.
This project will release periodic briefs updating the assessment of how the pandemic- and recession-
related job dislocations are affecting average New Yorkers. The project will also tap into the CWE’s
extensive network of community based organizations and union training programs to identify worker
and workforce development priorities. Future briefs will also examine small business impacts, hard-hit
industries, workforce organizational needs and priorities, pandemic-induced economic changes, and
policies to protect incomes and improve economic opportunities.

Slight May job rebound—unsurprising and underwhelming

There was a slight net gain of 42,000 private payroll jobs in New York City in May, though total
payroll jobs remained more than 19 percent (-892,000) below the pre-pandemic February level.
The May gains came mainly from three sectors — construction, retail, and restaurants — hit
particularly hard by the mandated shutdowns that began in the city on March 16. The 42,000 net
job increase represents a rebound of approximately five percent of the jobs lost since February.

The New York State Labor Department, which provides these official employment numbers,
bases their monthly estimates on a survey of businesses conducted during the week that includes
the 12w day of each month. While New York City did not enter Phase 1 of the re-opening
schedule set by the State until June 8, by early May economic activity had started to pick up
slightly as businesses deemed “essential” in the construction and retail sectors reopened, and
restaurants were allowed to open for take-out and delivery service only. In other industries, such
as accounting services, performing arts, hotels, private universities, social assistance, and
government (mainly local government), significant job reductions continued in May; these
sectors cut a total of 50,000 jobs in May.

To better understand the landscape of job dislocations in a Covid-19 economy, we continue to
find it useful to group jobs into the three categories we identified in our April 15 report: essential
jobs, face-to-face jobs, and remote jobs. Essential jobs are those critical to public health, safety,
and sustenance. Face-to-face service and production workers include those in restaurants, hotels,
transportation, most construction, neighborhood personal services, administrative and building
services, and non-essential retail, wholesale trade and manufacturing. Information, financial,
professional, and managerial services, many of which can be performed remotely, constitute the
third category.

Figure 1 uses these three broad categories to show the State Labor Department’s monthly
estimates for payroll job levels (not seasonally adjusted) and changes since February, and the
cumulative percent change from February to May. One change from our April 15 categorization
is that we now include the entire government sector in the essential category. Previously
government had been excluded on the grounds that we did not expect significant government job
reductions by the end of April, the time period that was our focus in the April report.




Figure 1 shows the pervasive extent of job losses suffered in New York City in the first two
months of the pandemic-related lockdown. All 24 of the industries shown in the figure lost jobs,
with 18 of the 24 marking double-digit job declines. All told, including government, 892,000
jobs were lost between February and May, 19.1 percent of total employment in New York City.
Private payroll jobs alone declined by 21 percent during that time. That is twice the magnitude of
losses recorded in the 1989-1992 recession, more than twice the post-9/11 job drop, and nearly
eight times as bad as the losses registered during the 2008-09 Great Recession.

Three-fourths of the current job loss has taken place in the face-to-face industries, which together
saw nearly a 35 percent drop. As projected in our April 15t report, the steepest losses occurred
in the restaurant, hotel, and arts and entertainment industries, where two-thirds of all workers lost
jobs on a temporary or permanent basis.1 As of May, employment in food services and drinking
places (i.e. restaurants and bars) was more than 200,000 below the February level, accounting for
more than one out of every five New York City jobs displaced by Covid-19. Temporary help
agency positions and building services jobs comprise the bulk of the 77,000 lost jobs in
administrative and support services. Three face-to-face industries — non-essential retail, other
(personal) services, and arts and entertainment — each experienced the loss of about 60,000 jobs
between February and May.

Even essential industries have seen significant job losses. While hospitals have been the focal
point of the public health crisis, the health care industry — the largest single industry in New
York City, with nearly 600,000 jobs in February — saw job losses of 69,000, concentrated in the
offices of doctors and dentists, in home health care services, and among some hospital workers
not deemed Covid-19 essential. One out of every six jobs in the social assistance industry —
largely composed of nonprofits providing social services under government contract — were lost,
with much of that occurring in youth services as a result of City budget cuts.2 Pandemic
restrictions and budget pressures were also a factor in the loss of 33,000 mainly local
government jobs since February.

! Compare Figure 7 in the April 15t report. Our estimates in that report were meant to approximate the job
displacement picture as of the end of April, thus, mid-way between the NY'S Department of Labor (NYSDOL) April
and May employment surveys (which are conducted during the week containing the 12w of each month.) Our April
15w estimates were generally within 10 percentage points of the April and May NYSDOL employment reports,
allowing for the fact that our estimates included independent contractors expected to lose jobs, with those losses
concentrated in transportation, personal services (“other services” in Figure 1), and arts and entertainment. Our
projections for job losses in non-essential retail and manufacturing were about 25 percentage points too high, and
overall the midpoint of our April 15 private payroll job loss projection was about four percentage points above the
average according to the April and May NYSDOL reports (25.5 percent vs. 21.6 percent.) The 21.1 percent
February-May actual job loss figure was slightly above our “low” projection of 20.5 percent. As discussed below,
given the data on Pandemic Unemployment Assistance claims, our projection for the loss of 191,000 independent
contractor jobs (unincorporated) was low.

2 According to the Human Services Council, several nonprofit social services providers experienced severe cash
flow problems because of greater than usual delays in State contract funding, and postponed annual fundraising
events.



Figure 1
New York City payroll employment levels and change, February-May 2020

payroll employment in thousands change from prior month change Feb. to May
INDUSTRY TITLE FEB MAR APR MAY Mar. Apr. May level % change
Total Nonfarm 4,669.0 4,597.6 3,754.8 3,777.0 -71.4 -842.8 22.2 -892.0 -19.1%
Total Private 4,077.7 4,001.7 3,176.0 3,218.2 -76.0  -825.7 42.2 -859.5 -21.1%

Essential industries

Health Care 5987 592.1 527.2 529.8 -6.6 -64.9 2.6 -68.9 -11.5%
Social Assistance 231.1 230.2 196.9 193.8 -0.9 -33.3 -3.1 -37.3 -16.1%
Grocery and Related Wholesale 23.8 23.8 20.3 21.2 0.0 -3.5 0.9 -2.6 -10.9%
Food and Beverage Stores 81.9 80.6 72.7 75.0 -1.3 -7.9 2.3 -6.9 -8.4%
Health and Personal Care Stores 45.9 47.0 40.0 411 1.1 -7.0 1.1 -4.8 -10.5%
Utilities 15.3 15.2 14.8 15.2 -0.1 -0.4 0.4 -0.1 -0.7%
Government 591.3 5959 578.8 558.38 4.6 -17.1 -20.0 -32.5 -5.5%
Subtotal--essential industries 1,588.0 1,584.8 1,450.7 1,434.9 -3.2 -134.1 -15.8 -153.1 -9.6%

Face-to-face industries

Construction and mining 154.7 154.0 80.6 105.6 -0.7 -73.4 25.0 -49.1 -31.7%
Manufacturing 67.1 67.6 47.2 50.3 0.5 -20.4 3.1 -16.8 -25.0%
Wholesale trade (non-grocery) 114.4 1131 94.9 94.1 -1.3 -18.2 -0.8 -20.3 -17.7%
Retail trade (non-food and health) 209.8 203.0 132.2 145.7 -6.8 -70.8 13.5 -64.1 -30.6%
Transportation and Warehousing 131.2 130.6 96.8 94.6 -0.6 -33.8 -2.2 -36.6 -27.9%
Arts, Entertainment, & Recreation 86.7 86.2 34.1 30.0 -0.5 -52.1 -4.1 -56.7 -65.4%
Motion Picture & Sound Recording 44,8 46.2 40.1 38.7 1.4 -6.1 -1.4 -6.1 -13.6%
Admin. & Support Services 288.8 2855 209.5 2114 -3.3 -76.0 1.9 -77.4 -26.8%
Educational Services 260.7 260.2 226.7 222.1 -0.5 -33.5 -4.6 -38.6 -14.8%
Accommodation 50.8 49.2 22.9 15.9 -1.6 -26.3 -7.0 -34.9 -68.7%
Food Services and Drinking Places 315.1  280.0 91.0 1113 -35.1  -189.0 20.3 -203.8 -64.7%
Other Services 200.3 1949 137.1 1383 -5.4 -57.8 1.2 -62.0 -31.0%
Subtotal--face-to-face industries 1,924.4 1,870.5 1,213.1 1,258.0 -53.9 -657.4 44.9 -666.4 -34.6%

Remote industries

Information (non-motion picture) 163.3 164.5 159.1 158.7 1.2 -5.4 -0.4 -4.6 -2.8%
Finance and Insurance 3433 3337 336.0 3343 -9.6 2.3 -1.7 -9.0 -2.6%
Real Estate and Rental and Leasing 134.4 1283 119.6 120.6 -6.1 -8.7 1.0 -13.8 -10.3%
Professional, Scientific, and Technici  438.4 438.7 406.4 401.4 0.3 -32.3 -5.0 -37.0 -8.4%
Management of Companies and Eni 77.2 77.1 69.9 69.1 -0.1 -7.2 -0.8 -8.1 -10.5%
Subtotal--remote industries 1,156.6 1,142.3 1,091.0 1,084.1 -14.3 -51.3 -6.9 -72.5 -6.3%

Source: NYS Department of Labor, Current Employment Statistics series; industry groupings by the authors.

Although much less affected than the face-to-face or essential industries, remote-operating
industries shed 72,000 jobs between February and May. Finance, professional services,
information, real estate, corporate management, and tech companies (partly in professional
services and partly in information), are all dominated by large, office-occupying companies,
most functions of which can be performed remotely. The 6.3 percent job losses in these
industries are on a par with the losses during the 2008-09 Great Recession and about half those
seen during the recession that began in December 2000 and extended into the post-9/11 period.



Covid-19 job losses concentrated among low-wage workers

To a greater extent than in previous downturns, the Covid-19-related job losses are heavily
concentrated among low-wage workers. Figure 2 shows the earnings distribution for each of our
three categories of workers. Two-thirds of all workers in the city’s face-to-face industries earn
less than $40,000 annually, while only 27 percent of remote workers have comparably low
earnings. At the other extreme, 35 percent of remote workers have annual earnings over
$100,000 while only eight percent of face-to-face workers and 10 percent of essential workers
are in that income range. This finding for New York City is reinforced by a national study
presented by economist Alexander Bartik and colleagues recently at a Brookings conference,
“Both traditional and non-traditional data show that, in contrast to past recessions, this recession
was driven by low-wage services, particularly the retail and leisure and hospitality sectors.” 3

A new Census Bureau survey taken in early June found that, among New York State residents,
the likelihood of experiencing loss of employment income since mid-March was more than twice
as great for a worker with household income less than $35,000 as for a worker with household
income of $200,000 or more.s The national Bartik, et. al. study also found that “more
disadvantaged workers (less educated, non-white) were more likely to be laid off and less likely
to be rehired.” These findings reinforce available data for New York State and City.

Figure 2

Most workers in face-to-face industries are low-paid
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Source: Authors’ analysis based on 2014-18 American Community Survey earnings data.

3 Alexander W. Bartik, et. al., “Measuring the labor market at the onset of the COVID-19 crisis,” Prepared for the
Brookings Papers on Economic Activity conference, June 25, 2020.

4 U.S. Census Bureau, “Household Pulse Survey, Week 6,” June 4-9, 2020. Employment Table 1. Young workers
(ages 18-24), males, Hispanics, and those with less than a higher school diploma were also much more likely to have
experienced loss of employment income.



Until the 2010-20 economic expansion, New York City’s economic fate since the 1960s had
been closely tied to the ups and downs of the financial sector. Upswings were fueled in large part
by soaring Wall Street profits and bonuses. Downturns were characterized by job losses
emanating outward from the financial sector, affecting professional services, real estate, and the
service industries reliant on consumer spending by highly compensated investment bankers and
traders. Job losses in the recessions of the early 1990s and 2008-09 Great Recession were
concentrated in “remote” industries characterized by high-paying jobs. The early 2000s recession
saw comparable job losses in face-to-face and remote industries over its roughly three-and-a-half
year duration.s (See Figure 3.)

The New York City economic expansion over the last decade was the first since the 1960s that
wasn’t propelled mainly by a speculation-fueled Wall Street boom. The City’s historic pace of
job growth since 2009 benefitted from rapid expansion in the relatively high-paying tech sector,
a flourishing tourism and restaurant industry, and extensive residential and commercial
development in the boroughs outside of Manhattan. A doubling of the minimum wage helped
raise incomes for those in the bottom half of the income distribution and contributed to a more
broad-based economic expansion than at any time since the mid-1980s. Nonetheless, significant
racial pay and wealth disparities persisted.

The current downturn especially threatens the gains made by minimum-wage workers since
three-fourths of the jobs lost as of May have been in the lower-paying face-to-face industries.
The highly paid finance and information sectors have seen very slight job reductions to date.

Additional pandemic-related lost independent contractor jobs

The job losses shown in Figure 1 pertain only to payroll jobs. In our April 15t report, we
estimated that 9.4 percent, or 424,000, of all pandemic-related New York City job losses would
be held by independent contractors who are not considered payroll workers by the businesses for
which they work. Neither the State nor the Federal governments have released data that allow us
to readily track the number of lost independent contractor jobs. However, some indication of the
overall magnitude of the number can be seen in the claims data for Pandemic Unemployment
Assistance (PUA) that was authorized by the Federal CARES Act to provide emergency
financial assistance to dislocated workers not eligible for regular State-administered
unemployment insurance.

> In part, the relatively severe face-to-face job losses in the early 2000s stemmed from the long-term structural
decline in manufacturing jobs occurring at that time, and retail job losses accentuated by the usual seasonal falloff in
early 2001 following the annual December peak level (that recession started in December 2000.) (See Figure 3,
based on not seasonally adjusted data.)



Figure 3
The bulk of current job losses are occurring in face-to-face industries
whereas in previous recessions, remote industries saw the steepest losses
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Through May 30, the State Labor Department reported that 736,100 workers had filed PUA
claims statewide. (No geographic or industry detail for New York State PUA claimants has been
made available.) Since New York City accounts for 45.3 percent of self-employed
unincorporated independent contractors statewide, we estimate that there are approximately
333,000 dislocated independent contractors in New York City.s

Adding these 333,000 dislocated independent contractors to the 892,000 lost payroll jobs
between February and May brings the total number of lost New York City jobs to 1,250,000.

New York City unemployment rate hits all-time high 18.3 percent in May

Not surprisingly, soaring job losses have pushed the city’s unemployment rate to 18.3 percent,
well above its previous high point (since the inception of the monthly series in January 1976) of
11.6 percent reached in October 1992. The month before the onset of the pandemic (February)
had seen the lowest unemployment rate recorded in 34 years, of 3.4 percent. (See Figure 4.)

However, the “official” unemployment rate seriously understates the true extent of
unemployment. In addition to those officially considered unemployed (those without jobs but

& We do this estimate through May 30 to reflect independent contractor job losses as of the end of May. In our April
15 report, we estimated 157,000 to 226,000 dislocated independent contractors; however, we did not include
incorporated self-employed workers who are also eligible for PUA. There were another 211,000 PUA initial claims
statewide in the first three weeks of June to June 20.



Figure 4
New York City’s 18.3 percent May unemployment rate far surpasses the
mid-1970s peak and other recession peak levels since then
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Figure 5
New York City’s employment-to-population ratio dropped from an all-time
high to a historic low

60

Jan-16 Jan-20

g

N

SNt
AN

2]
]

@
o

rs
-3

B

Employmenrt-to-population ratio in percent
B
(=]

-
LX)

40

|||||||||||||||||||||||||||||||||||||||||||||

Jan-76 Jan-80 Jan-84 Jan-88 Jan-92 Jan-96 Jan-00 Jan-04 Jan-08 Jan-12 Jan-16 Jan-20

Source: NY'S Department of Labor, seasonally adjusted.

10



actively seeking them), some 380,000 New Yorkers “dropped out” of the labor force in recent
months; they did not report they had actively sought another job (not surprising given health
risks and the “shelter in place” orders in effect through May). Adding these workers back into
the unemployment rate estimate would result in a 26 percent New York City unemployment rate
for May.7

The employment-to-population ratio, measuring the portion of the labor force currently
employed out of the total working-age population, shows how dramatically the Covid-19
recession has affected the total number of working-age New Yorkers. Figure 5 shows that the
employment-to-population ratio for New York City plummeted to 44.7 percent in May from 58.3
percent in February.

Reflecting recent job losses concentrated among workers in the Bronx, Queens, and Brooklyn,
the unemployment rate is one-third to one-half higher in those boroughs than in Manhattan,
according to the State Department of Labor. The Bronx registered 21.6 percent unemployment in
May, compared to 13.7 percent for Manhattan, 19.9 percent in Queens, 18.2 percent in Brooklyn
and 16.5 percent in Staten Island.s The City Comptroller’s office estimated May unemployment
rates by race and ethnicity in New York City, and found that unemployment was about twice as
high for Blacks, Latinx, and Asians as for whites.9

What'’s the City’s job situation like now at the end of June and what’s the near-
term outlook?

As noted before, the May employment data are for the week of May 10-16 (the week including
the 12w of the month). With the city entering Phase 1 of reopening on June 8 (the city entered
Phase 2 on June 22, after the survey week), one would expect the June employment data that will
be reported on July 16 to show a less dire local jobs picture. While there should be some
improvement in jobs and economic activity, the question is how much and whether the workers
most affected so far by the pandemic will benefit from this rebound. If the data on continued
unemployment insurance (Ul) claims are any indication, improvement will remain moderate in
June.

Figure 6 shows that while initial Ul claims for New York State and New York City have come
down sharply from their early April peak levels, and in recent weeks have been about half of the

7 A similar adjusted unemployment rate calculation for April would have been 21.5 percent, fairly close to the lower
end of the 22 to 31 percent April unemployment range we estimated in our April 15t report, see p. 21 and Figure 12.
8 Not seasonally adjusted data released June 23 by NYSDOL. The May unadjusted New York City unemployment
rate was 18.2 percent.

9 The City Comptroller’s office estimated unemployment rates from the Current Population Survey but did not
benchmark its unemployment estimates (19.9 percent for New York City overall) to the NYS DOL seasonally
unadjusted New York City unemployment rate of 18.2 percent. While the Comptroller’s estimates might be
overstated, the relative unemployment rate relationship between persons of color and whites has been fairly
consistent over time. New York City Comptroller, “The New York City Employment Situation in May: Continued
Deterioration,” June 19, 2020.

11



level prevailing in May, the weekly level of continuing unemployment claims remains between
1.6 and 1.7 million.10 New York City makes up an estimated 45-50 percent of the statewide
initial and continuing claims totals.

We also now have the anomalous situation where the number of workers receiving regular State
UI benefits exceeds the number of those officially counted as unemployed in the State’s monthly
unemployment report. In May, for example, the State counted 1.3 million officially unemployed
workers statewide, but the weekly level of Ul claimants averaged about 1.8 million. In addition
to the continued claims under the regular State Ul program, nearly 950,000 New York State
residents have filed PUA claims since early April, with several hundred thousand expected to be
receiving PUA benefits each week.11 There were a further 69,000 New Y orkers receiving

Figure 6
While initial unemployment insurance (Ul) claims have come down,

continuing NYS Ul claims remains fairly steady at around 1.7 million
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Pandemic Emergency Unemployment Compensation (PEUC) as of early June. Enacted as part of
the CAREs Act in late March, PEUC provides up to 13 weeks of extended unemployment
benefits to workers who exhaust their 26 weeks of regular state unemployment payments—it was

10 By comparison, average weekly claimants statewide were 111,620 during the fourth quarter of 2019, according to
the federal Employment and Training Administration (ETA), part of the U.S. Department of Labor.

11 The federal ETA reports that continued (not initial) claims in New York State for PUA benefits were 927,000 for
the week ending June 6. U.S. ETA, Ul Weekly Claims News Release, June 25, 20202.

https://oui.doleta.gov/press/2020/062520.pdf

12


https://oui.doleta.gov/press/2020/062520.pdf

established in light of the severe unemployment expected to continue over the next few months.
Thus, there were a total of nearly 2.7 million New York State workers receiving benefits under
the three unemployment compensation programs in early-June.12 In recent downturns, the
number of New York Ul claimants typically ranged from one-third to one-half of all those
unemployed.

Even as a number of regions in New York State (excluding New York City) began to re-open in
May, the number of those remaining on Ul did not decline dramatically. Some observers contend
that some workers are not returning to work because regular State Ul benefit amounts are being
supplemented by a $600 weekly payment under the CARES Act. Or, it may be because workers
are apprehensive about returning to their jobs out of concern for the continuing public health
risks. Normally, a low-wage New York worker would receive a regular State Ul payment equal
to 50 percent of their average weekly wage. Statewide, weekly Ul payments averaged $385
during the fourth quarter of 2019. But with the $600 weekly unemployment supplement, a New
York City minimum-wage worker would receive about $900. (That would include $300 — one-
half of $15 times 40 hours — plus the $600 weekly supplement.) The recent Bartik et. al. national
study of Covid-19 labor market effects found no evidence that high Ul replacement rates (the
technical term for Ul benefit payments relative to prior earnings) has slowed rehiring.13

New York State does not have a particularly generous regular state unemployment insurance
program. New York’s average weekly regular UI benefit was $386 in the first quarter of 2020,
ranking it 21st among all states, and its maximum $504 weekly benefit ranked 20w, despite the
fact that New York had the third highest average weekly wage among the 50 states. For both
average and maximum benefits, New York fell below all of its five neighboring states
(Pennsylvania, New Jersey, Connecticut, Massachusetts, and Vermont.)14

Employers concerned about the continuing economic fallout of the pandemic may also be trying
to get by with fewer payroll workers. There are indications that many consumers are reluctant to
patronize businesses until a vaccine is available, testing is more widespread, and observance of
location-appropriate social distancing measures is clearly established and followed.

Developments elsewhere in the nation may be adding to such unease. Recent news about the
United States reaching new highs in the number of new Covid-19 cases does not bode well for a
more rapid re-opening even in New York State, where the rate of new cases has dropped
substantially. With new daily record highs reported in some southern and western states, some of
those states have slowed or reversed reopening plans, such as Texas and Florida, where bars are
being closed again, and Kansas, Oregon, and Louisiana, where the process of reopening has been
slowed. The continuing uncertainty and possibility of returning to more tightly restricted
economic activity will make the process of recouping jobs slower and more difficult to model.

Economists at the International Monetary Fund now anticipate that the Covid-19 pandemic had a
more negative impact on global economic activity in the first half of 2020 than in their April

12 Nationally, there were 30.6 million recipients under the three unemployment compensation programs. lbid.
13 Bartik, et. al., “Measuring the labor market at the onset of the COVID-19 crisis,” June 2020.
14 U.S. Department of Labor, Employment and Training Administration.
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forecast—reducing their forecast for all of 2020 from a three percent decline to a 4.9 percent
drop.15

All regions in the state outside of New York City have entered Phase 3, which allows indoor
dining at restaurants with up to 50 percent capacity, and personal care services, including nail
salons and spa services. New York City is scheduled to begin Phase 3 on July 6. Phase 4 will
allow larger gatherings (up to 50 people), including indoor religious services at one-third
capacity. Nonessential businesses allowed to resume operation in Phase 4 include low-risk
outdoor and indoor arts and entertainment, film and TV production, colleges and universities,
and professional sports without spectators. Gyms, movie theaters, and shopping malls will
remain closed at the beginning of Phase 4.

For the immediate future, because of widespread health concerns about using mass transit, many
Manhattan-based and other office-oriented businesses are likely to continue operating with many
employees working remotely. This will diminish demand for building services and revenues at
businesses catering to office workers during lunch and after work. Tourism spending, which
accounts for nearly one-quarter of restaurant revenues and helps fuel local retail sales, will
remain severely depressed through the end of this year. The arts and entertainment industry will
mostly remain closed through the end of the year, and while restaurants and local services may
be able to partially operate, they will likely see significantly reduced revenues and employment.

The recovery in New York City and the nation will be made even more sluggish if Congress fails
to extend the $600 weekly Ul supplement that is set to expire on July 25. The dollar amount of
all Ul benefits equaled nearly 15 percent of the amount of total wages and salaries in May, and
supplemental benefits were two-thirds of all Ul benefits.1s If the supplemental payments are
allowed to expire, countless low-wage workers in New York City and around the country will
have a much harder time paying their rent and feeding their families as long as unemployment
stays at extremely elevated levels.

Unfortunately, the notion of “last hired, first fired” is all-too-often the economic rule during a
downturn. Over the past decade since the end of the Great Recession, as unemployment fell to
historic low levels, many workers usually considered “hard-to-employ,” including those who had
prior involvement with the criminal justice system, young adults of color, and the disabled,
found jobs and were able to begin earning, supporting themselves and planning for a better
future. A lot of that progress is in serious jeopardy as a result of the Covid-19 pandemic. The
hardest-hit industries had hired thousands of these workers, many of whom likely are now out of
work. This makes it all the more urgent to stabilize their employers and restore the opportunities
that these workers had finally been able to grasp.

Federal Reserve Chairman Jerome Powell underscored this point in his semiannual report to
Congress in mid-June. Chairman Powell stated,

15 International Monetary Fund, World Economic Outlook Update, June 2020.
16 U.S. Bureau of Economic Analysis, “Personal Income and Outlays: May 2020,” June 26, 2020.
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The burden of the downturn has not fallen equally on all Americans. Instead, those least
able to withstand the downturn have been affected the most. ... low-income households
have experienced, by far, the sharpest drop in employment, while job losses of African
Americans, Hispanics, and women have been greater than that of other groups. If not
contained and reversed, the downturn could further widen gaps in economic well-being
that the long expansion had made some progress in closing.17

In May, payroll employment levels in the face-to-face industries were down 666,000 from
February. Given the way things look now, it is likely that 250,000 to 300,000 of those jobs will
not return by the end of this year. And if the pandemic and the recession mean that employment
in the essential and remote industries is down by a relatively moderate five percent by year’s
end, that would mean another 150,000 or so lost jobs. To those numbers should be added another
100,000 to 150,000 independent contractors who likely will not return to work by the end of the
year. Thus, overall, the pandemic and the ensuing recession will mean New York City could end
2020 with 500,000 to 600,000 fewer jobs than at the beginning of the year.1s Since several
factors affect such projections, and much depends on the course of the public health crisis and
further federal economic actions, the economic damage could also be greater.

Recommendations

It is clear from the very tentative and halting course of the economy’s re-opening, that additional
policies will be needed in New York City and around the country. Among several policy
priorities here are five that are particularly needed in New York City.

1—Given that the survival of hundreds of small businesses in hospitality, retail, local services
and other face-to-face industries is seriously in jeopardy, government needs to come up with
more effective ways of maintaining the viability of small employers who collectively employ
hundreds of thousands of New Yorkers.

2—Since unemployment likely will stay in double digits through year’s end, Congress should
extend the $600 supplemental weekly unemployment insurance benefit that is due to expire July
25.

3—Given the heavy concentration of job losses among low-wage workers and the unprecedented
demands placed on emergency food services, economic assistance needs to be extended to the
estimated 200,000 dislocated undocumented workers in New York City and others who have
fallen through the cracks and are not receiving unemployment assistance.

4—Since prolonged unemployment erodes workers’ skills, federal support is needed to fund
public service and other jobs programs to serve young workers and others typically
disadvantaged, invest in infrastructure, and to promote climate resiliency and adaptation.

17 Testimony of Chairman Jerome H. Powell, Federal Reserve Board of Governors, Before the Committee on
Banking, Housing, and Urban Affairs, U.S. Senate, Washington, D.C. June 16, 2020.

18 These New York City projections assume the extension of the $600 supplemental unemployment payments and
enactment of significant federal state and local fiscal relief this summer.
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5—Since sharp state and local government revenue declines will otherwise force harmful cuts in
essential public services and employment, worsening an already bleak jobs picture, substantial
federal fiscal relief to state and local governments is needed as soon as possible.
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