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ASYMMETRIC INFORMATION

• Regional scientists very aware of  challenges/new models & theory at the macro 

level but

• Macro economists are unaware of  what goes on at the regional level

• Vines and Wills (2018) assembled collection of  articles in Oxford Review of  Economic 

Policy in connection with the Rebuilding Macroeconomic Theory Project a response 

to the failure of  macro models to forecast and explain the Great Recession 2008-

2012.

• Identified four main changes to the core model:

• to emphasize financial frictions, 

• to place a limit on the operation of  rational expectations, 

• to include heterogeneous agents, and 

• to devise more appropriate microfoundations.
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ASYMMETRIC INFORMATION

• What is missing from the list?

• Addressing spatial heterogeneity – the microfoundations of  the macro 

economy

• Two recent examples show spatial distribution of  

• Coronavirus infections by county in the US

• State unemployment rates in the US
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COVID-19 Confirmed case by County, May 25, 2020
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EMPLOYMENT INDEX FOR US, LOUISIANA, NEW ORLEANS 
1990-2006
1990=100
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GENERAL REMARKS

• The loss of over 30 million jobs in two months is unprecedented in US Post Second World War
economic history

• The loss of jobs wipes out a decade of employment gains since the last recession

• In April, the unemployment rates (seasonally adjusted) were

• US 14.7% (change since March 10.3 percentage points) January 2020 3.6%

• IL 16.4% (change since March 12.2 percentage points) January 2020 3.5%

• Chicago 15.9% (change since March 10.9 percentage points) January 2020 3.2%

• Significant changes in the labor force participation rate* (decline from 65.2 to 63.2 March to April) and
employment participation rate** (decline from 61.9 to 53.1)

• Decline so dramatic, our employment forecasting models cannot make 12-month ahead
forecasts

• Illinois now has only 30,400 more jobs than in 1990.

*share of persons >15 years old who have jobs or who are actively looking for jobs

**share of persons >15 years old who have jobs 7
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Total Non-Farm Employment growth rate by Sector, Mar 2020 – Apr 2020 
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Nation -13.55 -20,537,000 -12.92 -19,447,000 22.96 

RMW -15.38 -3,156,400 -15.92 -3,289,600 23.81 

Illinois -12.58 -762,200 -13.44 -822,800 24.77 

 

 



ASSUMPTIONS
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SUMMARY IMPACTS ILLINOIS
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HOW DO WE BEST MEASURE, EVALUATE AND 
INTERPRET SPATIAL SPILLOVERS?

• Regional economists/regional scientists have not made a strong 
case for the need to address macroeconomic spatial heterogeneity, 
showing the difference in impacts/forecasts from a macro model 
versus one built as a macro aggregation of  multi-regional models

• It is not enough to acknowledge that there are likely to be 
spillovers/spillins from development/growth/decline in one 
region on other regions

• How should these be modeled and incorporated into multi-
regional macro models?

• Remaining slides (no time to show) provide examples
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