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Supply chain chaos

• Earlier economic 
shocks (pre-COVID)

• The first COVID shocks 
in early 2020

• The impact of new 
COVID shocks

• Lasting effects from 
the earlier shock

Port of Savannah.  Source: NYTimes, 10 October 2021, “It’s Not 
Sustainable’: What America’s Port Crisis Looks Like Up Close.” 



Earlier economic shocks (pre-COVID)
The Great Recession

• Trade was a transmission 
mechanism for demand 
shocks in the Great Recession 

• Supply chains transmitted 
falling industrial demand 
across borders

• Supply chains also spread 
recovery drivers (rising 
demand) across borders.

From “Resilience, Supply Chains and 
the Great Recession,” Steven Brakman, Charles van 
Marrewijk, CESifo Working Paper 6505, 2017.



The first COVID shock in early 2020: 
aka The Great Supply Chain Shock

• Port closures and border 
closures

• Factory shut downs for 
critical components

• Delayed delivery times for 
critical components

• Lasting disruption to global 
logistics networks. 

In recent weeks, the shutdown of a giant container terminal off the Chinese 
city of Ningbo has added to delays. Vietnam, a hub for the apparel industry, 
was locked down for several months in the face of a harrowing outbreak of 
Covid. Diminished cargo leaving Asia should provide respite to clogged ports 
in the United States, but Mr. Lynch dismisses that line. 
“Six or seven weeks later, the ships come in all at once,” Mr. Lynch said. “That 
doesn’t help.”   NYTimes, October 2021.



The first COVID shock in early 2020

• Firms have been responding 
by building inventories

• Expanded inventory buildups 
are placing further stress on 
supply chains

• Delayed delivery times for 
critical components

• Lasting disruption to global 
logistics networks. Containers 
are in the wrong places, and 
port clearing times are bad 
and getting worse From: “How COVID-19 is reshaping supply chains,” 

McKinsey & Co, Nov 2021.



The Impact of further COVID shocks
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The Impact of further COVID shocks

From: Google Finance

Close: 6 Dec 2021



The Impact of further COVID-19 shocks:
employment recovery continues despite Delta



The Impact of further COVID shocks
• The supply chain is already disrupted, and 

firms anticipate further disruption.  We 
see this in changes in inventory vs 
diversified production strategies.

• Travel disruption and on/off local 
measures will continue to disrupt services 
(food, travel and tourism, education), with 
knock on effects on employment. 

• What will matter is unexpected shocks 
than require stronger lockdowns that 
what are anticipated.

• What will also matter is lack of clarity 
regarding policy (lockdowns, port 
closures, travel restrictions, etc) as this 
means continued uncertainty.

• Other ongoing shocks (like Brexit) may 
make economic cost of COVID-19 
measures worse.

Source: foodandwine.com, October 2021.
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