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1. Agenda

• Starting point: an article by Toby Young

• What he got right

• Some pitfalls

• The benefits and costs of the lockdown

• An assessment

• My personal view



2. The big question 

• ‘Has the government overreacted to the Coronavirus Crisis?’

• Toby Young, 31st March 2020, https://thecritic.co.uk/has-
the-government-over-reacted-to-the-coronavirus-crisis/

• ‘Spending £350 billion to prolong the lives of a few hundred 
thousand mostly elderly people is an irresponsible use of 
taxpayers money’

• ‘That may sound cold-hearted, but this isn’t a 
straightforward trade-off between public health and 
economic health. People are killed by economic downturns 
just as surely as they are by pandemics’.



3. Sometimes life must have a price

• Economists often put a monetary value on people’s lives 
based on the number of years they have left, and the 
quality of that life (QALYs). 

• This is not ‘eugenics’, nor is it about people’s ‘wealth-
producing capacity’ or ‘economic productivity’. It is about 
using limited resources in the fairest way.

• Imagine you were on the Titanic, 
allocating lifeboat seats, and had a 
straight choice between rescuing a 
healthy child or a sickly old man. 
Whom would you save, and why? 



4. The value of a ‘QALY’ 
• ‘Quality-adjusted life year, where one QALY is one year in 

‘perfect’ health.
• The Treasury’s Green Book values one QALY at £60,000. 

This is an assessment of the value society should place on 
health outcomes, based on ‘willingness to pay’.

• The National Institute for Health and Care Excellence 
(NICE) typically uses a threshold of £20,000 to £30,000 
per QALY in assessing new treatments for the NHS. This is 
based on a more pragmatic assessment of the marginal 
benefit of deploying the funds actually available.

• Arguably, the Treasury’s £60,000 is more appropriate.



5. The NICE approach in more detail…

“If possible, NICE considers value for money by calculating the 
incremental cost-effectiveness ratio (ICER). This is based on an 
assessment of the intervention’s costs and how much benefit it 
produces compared with the next best alternative. It is 
expressed as the ‘cost (in £) per QALY gained’. This takes into 
account the ‘opportunity cost’ of recommending one 
intervention instead of another, highlighting that there would 
have been other potential uses of the resource. It includes the 
needs of other people using services now or in the future who 
are not known and not represented … Interventions with an ICER 
of less than £20,000 per QALY gained are generally considered to 
be cost effective.”

https://www.nice.org.uk/about/who-we-are/our-principles



6. Covid-19 mainly kills older people

• The table below breaks down the latest weekly NHS data 
on patients who have died in hospitals in England and had 
tested positive for Covid-19 at time of death.

• About half were aged 80 or more, and more than 90% 
were 60 or more. Most had some pre-existing condition. 

https://www.england.nhs.uk/statistics/statistical-
work-areas/covid-19-daily-deaths/



7. Some better news

• ‘Excess deaths’ may have 
peaked (normally we’d 
expect c100k deaths over 
this period, but there have 
been c50k more).

• Of that 50k, 36k mentioned Covid, 14k did not (this may 
be under-recording of Covid, or casualties of the 
lockdown, or something else entirely).

• More than 500k die in the UK in a normal year. Covid 
may have brought forward some deaths, meaning there 
could be ‘below average’ deaths at some point in future.



8. Other things we now know

• Men are more at risk than women.

• There are a disproportionate number of deaths in certain 
jobs, such as security guards, bus or taxi drivers, and 
social care workers. (Though not in the NHS.)

• There appear to be a disproportionate number of deaths 
in some BAME groups, especially black men, and 
marginally more among BAME people overall.

• This could reflect many factors, including types of job 
done, likelihood of living in an urban area (especially 
London), and some aspects of poverty (such as living in 
overcrowded homes).



9. The ‘identifiable victim’ problem

• We do not have a lot of good data yet on the wider 
health and social costs of the lockdown.

• This may lead us to focus too much on identifiable 
victims (those dying of coronavirus itself) and put too 
little weight on less visible costs (including people 
suffering harms as a result of the lockdown).

• We were (understandably) far 
more willing to devote resources 
to rescuing the Thai cave boys 
than to less dramatic clean 
water projects in Africa.



10. Other pitfalls to avoid
• Sunk costs and the counterfactual: much of the economic 

damage would occur even without the lockdown, and the 
fiscal policy responses have helped to reduce the damage

• Double counting: it would be wrong simply to add the 
value of lost GDP to the fiscal costs.

• Transfer payments: redistributing income from one group 
(e.g. future taxpayers) to another (currently furloughed 
workers) is not necessarily a net loss to the economy, 
though it may have some costs, including the opportunity 
cost of not using the money for something else.

• Important to separate the impact of recessions and the 
policy choices that may follow (especially ‘austerity’).



11. Benefits of the lockdown

Most visibly:

• the reduction in illnesses and premature deaths from 
Covid-19 itself

But also:

• The prevention of other deaths and harms that might 
result if the NHS is overwhelmed with Covid patients

• Fewer deaths from traffic accidents, pollution and so on

• A stronger economic recovery in the longer term from 
getting on top of Covid more quickly



• History (all the way back to the Black Death in the 14th

century) shows that, if unchecked, the economic fallout 
from pandemics can last at least 40 years

• US research shows that temporary economic downturns 
are often associated with a small improvement in overall 
mortality rates

• The economies of US cities which responded more 
aggressively to the 1918 Spanish flu did no worse than 
others and, if anything, recovered more quickly

• This suggests the lockdown could help both to save lives 
and to reduce the long-term economic costs of Covid-19

12. Lessons from history



13. Costs of the lockdown
Most visibly:
• The collapse in economic activity, including business 

closures, job losses and lost income
• The impact on the public finances, both direct (cost of 

emergency measures) and indirect (lower tax revenues 
and higher welfare spending)

But also:
• Increases in deaths and other harms due to people with 

other conditions not receiving the care they need
• Costs to mental health and wellbeing – not least among 

older people themselves



14. My own GDP ‘forecasts’

• This sort of profile could result in a total loss of GDP 
of about £250 billion in 2020 and 2021 combined, 
relative to the pre-Covid path



15. Impact on public finances

• Debt is manageable (without need for tax increases or 
public sector austerity), but no room for complacency

• These April OBR figures will be revised (fiscal costs, 
especially job retention scheme, are mounting)



• A slump in GDP is inevitable and actually desirable; we 
want most people to stop doing what they would 
normally be doing, in order to save lives.

• Economic policy is no longer about stimulating growth. 
Instead, it is about shielding the economy while it is put in 
a state of temporary hibernation.

• Provided the great majority of businesses, jobs and basic 
incomes can be protected, normal economic activity 
should resume relatively quickly once the emergency 
health measures are lifted.

• This suggests we should be relatively relaxed.

16. This recession is unique 



• This recession is also much deeper than normal. The peak-
to-trough decline in UK GDP in 2008-09 was about 6%, 
spread over more than a year. This year, we have already 
seen a 6% m/m fall in March alone. 

• We are probably now more aware of the hidden social 
costs of recessions (and social isolation), including mental 
health problems, domestic violence, and food insecurity.

• There is growing evidence of a surge in health problems 
unrelated to coronavirus, e.g. cancer patients missing 
treatment, or fewer people seeking help after heart 
attacks. These are hidden victims that we cannot ignore.

17. But …



18. International comparisons

• Far harder than some people think, partly due to 
differences in data timeliness and coverage. But these 
factors seem to matter at least as much, or more, than 
the timing and extent of the lockdown…

1. Geography: international openness, remoteness (NZ)
2. Population: size and density (esp. ‘living density) (UK)
3. Demographics: age, household types (Italy)
4. Degree of social control: (Singapore, HK)
5. Use of technology: (South Korea, Taiwan)
6. Market-led healthcare (Germany) vs. state planning (UK)



19. The Swedish model – part 1

Sources: Swedbank, SILF, Markit Economics



20. The Swedish model – part 2



• The lockdown is working: the peak has been passed and 
the NHS has been able to cope

• But easing off now would risk giving away these gains

• There could be a bigger second wave (or third and fourth) 
which would overwhelm the NHS

• More time is needed to improve testing and contact 
tracing, and (eventually) to develop a vaccine

• Stop, start and then stop again would be even worse for 
the economy – and public confidence would be lost too

21. Arguments for extending the lockdown



• The lockdown has more done its job: if anything, the NHS 
now has too much spare capacity

• An extended lockdown could be a fatal blow for the 
economy – increasing the initial hit but also making it 
much harder to recover, if at all

• There is a growing risk that more lives will be lost as a 
result of the lockdown than those that might be saved

• Other countries are already lifting their restrictions – we 
can and should learn from them

• It will be hard to maintain public consent for much longer

22. Arguments for easing the lockdown



23. My personal view

• Initially, the lockdown made sense – given all the 
uncertainties and the balance of risks.

• But based on what we now know, it is increasingly hard 
to justify the economic and social costs. 

• I’m sceptical of crude cost-benefit analysis. However, 
on this basis, you’d need a high number of lives saved 
(many 100s of thousands) to defend the lockdown.

• The government is therefore right to ease the lockdown 
and should now lean towards moving more quickly.


