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B Appendix: Figures

Figure B1: Three-Stage COVID-19 Lottery

1

2

3

Extensive

MaxEntropy

Intensive

Unemployed

H̃ni = 100% and Mni = 10

Unaffected

H̃ni = 0% and Mni = 0

Hours Reduction

H̃ni ∈ H and Mni ∈ M

1 − α α

1 − β H̃i β H̃i

Note. — The figure displays the three stages of our “COVID-19 lottery”. In the first stage, persons who are potentially

affected by the COVID-19 induced output shock draw from a uniform distribution. A person with index ni in industry-

by-input cell i continues working at their pre-crisis working hours with probability α. In this case, their realized relative

hours reduction, H̃ni , is zero and the number of months they are affected by the crisis, Mni
, is also zero, and the lottery

ends (outcome “Unaffected”). Otherwise, the person reaches the second stage of the lottery and takes another draw

from a uniform distribution. With probability β ⋅ H̃i the person loses their job, where H̃i is the average relative loss in

working hours in cell i predicted by our labor demand model. With the complementary probability 1−β ⋅ H̃i the person

stays employed or self-employed, but suffers a relative loss in working hours (outcome “Hours reduction”). If a person

reaches the third stage of the lottery, this relative loss is determined using one of three different scenarios (MaxEntropy,

Extensive, Intensive; see Section 2.3) for translating the average cell-specific relative hours loss H̃i to realizations for

the individual relative losses H̃ni and a realization for the number of months in which the person is affected by this

relative hours loss. Depending on the scenario, the realizations of the relative hours loss take one of the values H̃ni ∈ H ∶=
{0.1, 0.2, . . . ,1} and the realizations for the number of months in which this loss occurs takes one of the values Mni ∈
M ∶= {1, 2, . . . , 10}. For all three scenarios, we ensure that E [H̃ni] = (1 − α) ⋅ [(1 − βH̃i) ⋅E [H̃ni ∣s] + βH̃i ⋅ 10/12] = H̃i

holds, where s ∈ {MaxEntropy, Extensive, Intensive}, i.e., for each individual belonging to a cell i = 1, . . . ,648 the

expected relative loss in hours over all three stages of the lottery equals the average relative hours reduction in cell i

predicted by our labor demand model. Source: Own illustration.
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