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Prospective economic developments depend on the behavior of consumer spending. A key
question is whether private expenditures recover once social distancing restrictions are lifted or
whether the COVID-19 crisis has a sustained impact on consumer confidence, preferences, and,
hence, spending. The elongated and profound experience of the COVID-19 crisis may durably
affect consumer preferences. We conducted a representative consumer survey in five European
countries in summer 2020, after the release of the first wave’s lockdown restrictions, and
document the underlying reasons for households’ reduction in consumption in five key sectors:
tourism, hospitality, services, retail, and public transports. We identify a large confidence
shock in the Southern European countries and a shift in consumer preferences in the Northern
European countries, particularly among high-income earners. We conclude that the COVID-19
experience has altered consumer behavior and that long-term sectoral consumption shifts may
occur.
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1. Introduction

“Recovery is sound only if it does come of itself. For any revival which is merely due to artificial stimulus leaves part of the work of
depressions undone” (Schumpeter, 1934)

The COVID-19 pandemic swiftly transformed life as we knew it and plunged the world into the worst economic downturn since
the 1930s (IMF, 2020). Following the onset of the COVID-19 crisis, governments initially responded with a huge fiscal stimulus,
including a range of generous support packages for firms. The premise of these wholesale support schemes is that the crisis is facing
businesses with a temporary liquidity shock, and that normal revenues will resume once this difficult period has been bridged.
However, as the extended duration of the crisis is becoming clear, governments are facing critical questions on how best to design
their continuing support to the economy. The longer the crisis lasts, the higher the likelihood that the post-COVID-19 economy will
fundamentally differ from what preceded it. If consumer preferences have changed in response to the COVID-19 experience, many
firms and sectors will become obsolete. Bailing out such firms is likely to create unsustainable so-called “zombies” and mismatch
unemployment in the long run.

This paper seeks to provide insight into how different the post-COVID-19 equilibrium might be from what preceded it by
using a large scale multi-country survey. We are primarily interested in whether the profound lockdown experience may have
altered consumption trends and whether long-term sectoral consumption shifts may result. This question is motivated by recent
research in behavioral macroeconomics and finance that documents robust and permanent experience effects on agents’ preferences,
expectations, and resulting economic behaviors.! Our study falls within this literature, as it treats the COVID-19 pandemic as a
profound personal experience that could induce durable effects on consumers’ preferences. To the best of our knowledge, this paper
is the first to study whether and how the personal lockdown experience altered households’ consumption behavior.

For this purpose, a survey method is needed to provide insights on why consumption is shifting.? The sample consists of 7,500
households and is representative for the general population in France, Germany, Italy, The Netherlands, and Spain. These five
countries represent most of the EU economy but have experienced differing health crisis severities and lockdown intensities.*

We collected the data after the first lockdown experience in July 2020, at a point when those initial restrictions were completely
lifted, and all surveyed consumption and travel possibilities were available, as illustrated in Fig. 1. Further, the COVID-19 health
impact was less salient in July 2020 than at other times during the pandemic, such as Spring 2020. These two factors (lockdown
restrictions lifted, health risk low) combine to allow one to identify rather cleanly the effect of the lockdown experience on the
post-lockdown consumption choices.”

The survey covers five sectors and activities: tourism (traveling abroad for private reasons), hospitality (restaurants, bars, and
cafes), services (such as hairdressers), retail (shopping in malls and other stores), and public transport. The survey asks households
how their consumption has changed as a result of the COVID-19 lockdown experience. Households are specifically asked to state
the main reason for their consumption changes. We focus on five possible drivers of consumption changes: (i) financial constraints,
(ii) worry of infection risk, (iii) a lack of confidence in the future that induces a rise in precautionary savings, (iv) substitution to
online alternatives, or (v) permanent shifts in taste and preferences arising from the lockdown experience. We focus on these key
reasons, as each would imply a different optimal policy response.

Our focus on households’ self-reported reasoning for the shifts in their consumption behavior allows us to identify the underlying
drivers for consumption changes for each sector. We thus provide initial evidence on the nature of the COVID-19 demand shock,
and on how durable the reported consumption shifts could turn out in the post-COVID-19 environment. Are we merely experiencing
a transitory income shock? A shock to consumer confidence? Or is the COVID-19 experience a game-changer, creating permanent
shifts in consumer preferences?

More broadly, our paper contributes to the fast-emerging literature studying the effect of the COVID-19 outbreak on households’
consumption behavior. This related literature is generally descriptive in nature, quantifying shifting consumption patterns during
the first lockdown in spring 2020—often using financial transaction data® and, less frequently, large-scale survey data from

1 The examples in the related literature are numerous. Extrapolative behaviors from local experiences to aggregate conditions have been widely documented;
see, e.g., Andrade et al. (2022). In the same vein, Malmendier and Nagel (2011) show that personal experience of stock returns influences financial expectations
and long-run investing behavior among households, while Malmendier and Nagel (2016) report on how recent inflation experience shapes inflation expectations
and the resulting lending and borrowing behaviors of households. Kuchler and Zafar (2019) find that personal experience of unemployment induces pessimistic
views about economic outlooks. Growing up under adverse economic conditions has been found to permanently alter preferences, be it political preferences and
beliefs (Giuliano and Spilimbergo, 2014) or job preferences (Cotofan et al., 2022). Overall, the literature shows that personal experiences of large macroeconomic
shocks have the potential to change preferences and behavior permanently.

2 The revealed preferences approach could provide a more precise quantitative estimate of how consumption aggregates are shifting. However, this paper
aims not to predict quantitative consumption changes, but instead to identify the underlying drivers and potential persistence of consumption changes. Parker
and Souleles (2019) study the difference between reported (survey) data and revealed consumption expenditures. This research shows that self-reported data
works well in predicting consumption behavioral changes, and in estimating population aggregates—which is the goal of this study.

3 In 2019, these five countries account for 70% the EU’s GDP; 25% was generated by Germany, followed by France 17% and Italy 13%, ahead of Spain 9%
and the Netherlands 6% (Eurostat).

4 For instance, the average number of daily COVID-19 related deaths across the whole EU had fallen below 100 during July 2020 after a peak above 3,000
in April 2020 (source: Johns Hopkins CSSE).

5 Andersen et al. (2020) for Denmark; Baker et al. (2020) for the US; Bounie et al. (2020) for France; Carvalho et al. (2020) for Spain; Chronopoulos et al.
(2020) for the UK.
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Fig. 1. Timing of the adaption and easing of the restrictive COVID-19 related policies in the countries and sectors included in our survey.
Source: government response tracker team at Oxford University; https://www.bsg.ox.ac.uk/research/research-projects/covid-19-government-
response-tracker, the raw data are retrieved from https://raw.githubusercontent.com/OxCGRT/covid-policy-tracker/master/data/OxCGRT_
latest_responses.csv.

households.® Zwanka and Buff (2021) discuss the potential channels through which the COVID-19 crisis could generate lasting
changes to consumption habits, and conclude by emphasizing the need for detailed empirical work.

We add three dimensions to this literature. First, and most importantly, the data on households’ self-reported reasons for
consumption changes allows us to go beyond the mere description of realized consumption changes. The reasons for consumption
drops can vary across sectors and countries and may be related to households’ health and economic experiences during the pandemic.
Second, the cross-country dimension allows us to link the survey outcomes to the economic fundamentals and the intensity of the
COVID-19 experience. Third, we identify which types of consumers are shifting their consumption the most, and for what reasons.
We need to know why consumption patterns are shifting and who is shifting them to support policy-makers in devising the optimal
design of fiscal policies.

Our analysis reveals six main findings, each of which has relevant policy implications. First, and compared to before the COVID-19
outbreak, a large proportion of households report consuming “less than before” or “not at all”’, ranging between 38 and 66 percent—
depending on the consumption category. We observe the largest decline for the tourism sector: sixty-six percent of households report
that they will now travel less abroad for private reasons. The second-largest drop is found in the public transport sector, with 58
percent of households reporting to use public transport less. The third-largest drop concerns the hospitality sector, with 55 percent of
households reporting a drop in their appetite to visit restaurants, bars, and cafes.” A similarly large impact in consumption demand
is observed in the retail sector, with 46 percent of households reporting a drop in the frequency of their visits to shops, malls, and
other physical retail outlets. Services such as hairdressers see the smallest decline, with thirty-eight percent of households reporting
to use these services less often. It is important to stress that these drops are not due to lockdown measures, as these restrictions
were not in place in July 2020 at the point when the survey was carried out.

Second, for almost all sectors and countries, the fraction of households reducing their consumption correlates with the severity
of the COVID-19 health crisis. A personal COVID-19 infection experience explains a substantial part of households’ consumption
reduction, while standard socio-economic household characteristics such as income and education are not relevant. By contrast,
behavioral factors such as personal experiences, macroeconomic expectations (pessimism), and psychological factors such as fear
about the future matter for households’ change in consumption. This finding confirms that the COVID-19 crisis may be understood
as a profound experience that may, as such, durably affect behavior, beyond the adverse economic effect.

Third, the largest fraction of households that report consuming now “less often than before” or “not at all” cite the infection
risk as the main reason for changing their behavior. This result holds for all sectors and countries.

Fourth, the fraction of households reporting to consume less because the lockdown has changed their preferences is substantial.
Specifically, we observe high proportions of households reporting the “realization of not missing” consuming certain products and
services that they consumed before the COVID-19 outbreak. Such preference shifts are particularly apparent in the services and

6 For the US, Coibion et al. (2020a) document the impact of lockdown measures on a wide range of household variables, including consumption
patterns. Coibion et al. (2020b) show that public communication amid the COVID-19 crisis had little impact on households’ beliefs and consumption
decisions. Guglielminetti and Rondinelli (2021) show how the pandemic impacts on household consumption and saving patterns in Italy. Using cross-country
survey data, Adams-Prassl et al. (2020) find that the COVID-19 crisis exacerbates inequalities in the UK, US, and German labor market. Piyapromdee and Spittal
(2020) report similar findings for the UK.

7 This sector faces the second-largest decline in France, Germany, and Spain; and the third-largest decline in Italy and The Netherlands. The drop ranges
from 66 percent of households visiting restaurants less often in Spain to 48 percent in France.
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hospitality sectors. For example, the fraction of households realizing that they do not miss services such as hairdressers amounts to
23 percent in France. Similarly, the fraction of households realizing they do not miss going to restaurants amounts to 21 percent in
Germany. In France and Germany, households report that—across all sectors—‘“not missing it” is the second most powerful driver for
households’ reduced consumption in Summer 2020. Similarly, in The Netherlands, the preference shift is the second most frequently
cited reason for reduced consumption in all but one sector.® Interestingly, these households are mainly middle-aged, high-income
households and the least likely to have had a personal COVID-19 infection experience. The fact that mainly high-income households
realized through the lockdown experience, that they do not miss consuming certain things, might reinforce the magnitude of the
change in consumption habits.

Fifth, precautionary saving is a substantial driver for changing consumption patterns in Spain and to a lesser extent in Italy. In
these countries, increased saving appetite is the second most important reason for reductions in consumption for almost all product
categories. While in Germany, France, and the Netherlands, the saving motive is the third most popular reason—after the infection
risk and the preference shift. Households citing the precautionary saving motive are mainly young families.

Sixth, the fraction of households reporting “financial constraints” as the main reason for reducing consumption is small. The
fraction of households that cite either “precautionary saving motives” or “changes in preferences” as the key reason for lower
consumption is far greater than the fraction reporting “financial constraints”. This observation is valid for all countries and sectors.
This result surely reflects the unprecedented size of the governmental financial support programs that have protected households
to a great extent in all countries during 2020.

The remainder of this paper is organized as follows. Section 2 describes the data and the survey design. Section 3 summarizes
our key findings, Section 4 concludes and highlights the policy implications of this paper.

2. Survey design and data
2.1. Data collection

To investigate households’ consumption behavior during the COVID-19 “dance phase”,” we conducted a representative survey in
five countries: France, Germany, Italy, The Netherlands, and Spain. The company IPSOS collected the data on our behalf using their
online i-Say panel of consumers (IIS). Panel members are contacted via email or via the app they have installed on their phone,
and are then invited to fill out the questionnaire in an online environment (device agnostic). The survey was conducted during the
period from July 10th-28th, 2020. The sample size equals 7,501, see Appendix Table Al.

The representativeness of the samples is ensured by setting a non-interlocking quota. Samples are selected based on (1) the
selected background variables and (2) the response rates which are based on records of respondents’ participation in previous
surveys. Taking into account both the desired representativeness of the sample and response rates, sampling algorithms design the
optimal sample composition.'® The representativeness of our sample is investigated in detail in Appendix 2, which shows that the
samples are representative for the general population (aged 18 year-old and older) on gender, age, education, region of residence
and—to a lesser extent—on occupation and income (based on the one-digit ISCO-classification).

2.2. Descriptive statistics

The survey first collected background information on the households. Data was collected on households’ socio-economic situation,
personal experience with a COVID-19 infection, concerns related to the COVID-19 crisis, macroeconomic expectations, and levels of
trust and satisfaction with their government. Having answered these background questions, households were asked questions about
their consumption behavior. This section provides descriptive statistics of the data.

2.2.1. Households’ socio-economic background

For each country, Appendix Tables A2-A4 report descriptive statistics of the socio-economic characteristics of the sample.
Appendix Table A2 documents that the average respondent is 50 years old and shows the average household size and the distribution
across three education categories (low, middle, high).

Financial Statistics: The distribution of households’ income—yearly total income, after tax and compulsory deductions, from all
sources (per deciles)—is reported in Appendix Table A4. Column 5 of Appendix Table A3 shows the fraction of households having
the ability to make an unexpected payment of one-month of income. More than two-thirds of the households have this ability.
Interestingly, the variation across countries is negligible (y%(4) = 7.71)."!

8 In the retail sector, Dutch households’ second primary reason is the substitution for online shopping.

9 The “hammer” phase refers to the lockdown. The “dance” phase describes times when lockdown restrictions are entirely lifted—while no effective treatment
or vaccine is widely available (i.e., infection risk remains). We borrow this terminology from Pueyo (2020), who describes this “hammer and dance” pandemic
management from an epidemiological perspective.

10 For example, the algorithm would oversample younger respondents if the sample needs to be representative on age since it is known that younger respondents
have lower response rates than older respondents.

11 Here and in the subsequent sections, we use: the Kruskal-Wallis test when comparing distributions of multiple-point scaled answers, the two-sided Pearson’s
chi-squared statistic when comparing proportions, and the Marascuilo procedure in case of rejection of the null hypothesis of equality of proportions to identify
which pairs of proportion values are statistically different from each other. We then report the corresponding test statistic along with the significance levels: ***
p <001, * p<005,* p<0.l



A. Hodbod et al. European Economic Review 140 (2021) 103953

Table 1
Personal COVID-19 infections experiences.
Source: https://www.worldometers.info/coronavirus/.

Country Survey data COVID-19 statistics
Personal experience Deaths Deaths/1M pop
mean st. dev. N

France 0.08 0.27 1478 29,979 459

Germany 0.03 0.17 1487 9130 109

Italy 0.07 0.26 1474 35,092 580

The Netherlands 0.09 0.29 1487 6135 358

Spain 0.17 0.38 1483 28,403 607

Total 0.09 0.29 7409 108,739 398

Notes: The first column reports the percentAge of households with a personal COVID-19
experience. The survey question is “Did you or a person close to you suffer from severe COVID-19
infection?” (1 = yes; 0 = no). The last two columns provide the number of confirmed COVID-19
deaths and the number of deaths/1M population for July 10th, 2020.

Table 2

COVID-19 related financial concerns.
Panel A: Job loss concerns mean st. dev. plo p25 p50 P75 P90 N
France 1.63 0.74 1 1 1 2 3 859
Germany 1.49 0.66 1 1 1 2 2 897
Italy 1.87 0.77 1 1 2 2 3 886
The Netherlands 1.52 0.67 1 1 1 2 2 838
Spain 2.04 0.73 1 2 2 3 3 1017
Total 1.72 0.75 1 1 2 2 3 4497
Panel B: Financial concerns mean st. dev. pl0 p25 p50 P75 po0 N
France 5.79 2.54 2 4 6 8 9 1460
Germany 4.44 2.98 1 2 5 7 8 1459
Italy 6.45 2.54 3 5 7 8 10 1457
The Netherlands 4.87 2.62 1 3 5 7 8 1463
Spain 7.42 2.20 5 6 8 9 10 1458
Total 5.79 2.80 1 4 6 8 9 7297

Panel A: The survey question is “How worried are you about losing your job in the near future?” Answer options: 1-3. 1 = not worried; 2 = somewhat worried;
3 = very worried. Panel B: The survey question is “How concerned are you about the effects that the coronavirus might have for the financial situation your
household?” Answer options: 0-10. 0 (= not at all concerned) to 10 (= extremely concerned).

Column 6 of Appendix Table A3 reports households’ perception of how they cope financially with their current income. The
survey question is “Which of these descriptions comes closest to how you feel about your household’s income nowadays?”, with
five answer categories, ranging from 1: “Very difficult on present income and insufficient to cover all the expenses” to 5 = “Living
comfortably on present income and able to save”. The cross-country variation is significant, ranging from 2.6 to 3.5 (y2(4) = 456***).
The average household is coping on current income in most countries. Spanish households are facing the most financial difficulties,
with an average value of 2.6.

Employment statistics: Appendix Table A3 reports the employment statistics. Column 1 reports the fraction of households in paid
work, Column 2 the fraction not being part of the labor force, and Column 3 the unemployment rate. Column 4 reports the fraction
of households having experienced an unemployment spell for more than three months over the past five years. The fraction of
households falling into this category significantly varies between 13 percent in Germany to 39 percent in Spain (y?(4) = 341***).

2.2.2. Households’ COVID-19 experience, concerns and expectations

Personal Experiences: Table 1 documents the number of confirmed COVID-19 death per 1M population (July 10th, 2020) and the
fraction of households that report having been personally exposed to a COVID-19 infection. Households were asked, “Did you or a
person close to you suffer from severe COVID-19 infection?” Spain reports the highest fraction with 17 percent, followed by The
Netherlands (9 percent), France (8 percent), Italy (7 percent), and Germany (3 percent). The proportions of COVID-10 exposure are
significantly lower in Germany and greater in Spain than in the other three countries (y2(4) = 179%**).

Financial and job-related concerns: Panel A in Table 2 reports how worried households are about losing their job in the near future.
There are significant cross-country differences (y2(4) = 392***): the median household in France, Germany, and The Netherlands is
“not worried”, while the median household in Spain and Italy are “somewhat worried”. Panel B in Table 2 shows that households
report to be more worried about the broad negative effects that the coronavirus might have on their financial situation than about
losing their job outright. We observe again a significant cross-country heterogeneity (y2(4) = 1,079***). Households in Spain are
most concerned, followed by Italy, France, the Netherlands, and Germany.

Macroeconomic expectations and pessimism: Table 3 documents households’ expectations on when the COVID-19 crisis will end.
Households were asked: “In your opinion, when will COVID-19 be totally under control such that it is safe to release all COVID-
19 containment measures in your country?”. The respondents could choose among five different time windows: July-September


https://www.worldometers.info/coronavirus/

A. Hodbod et al. European Economic Review 140 (2021) 103953

Table 3
Expectations about the duration of COVID-19 containment measures.
France Germany Italy Netherlands Spain
Percent Percent Percent Percent Percent
July-September-2020 3.33 4.27 7.47 6.93 2.73
October-December 2020 9.13 10.07 16.73 14.13 6.4
January-June 2021 28.73 28.67 35.20 34.80 26.98
July-December 2021 26.47 26.27 22.87 24.87 34.58
Later 32.33 30.73 17.73 19.27 29.31
Total 100 100 100 100 100

Notes: The survey question is “In your opinion, when will COVID-19 be totally under control such that it is safe
to release all COVID-19 containment measures in your country?”

Table 4
Macroeconomic expectations.
Source: OECD (2020), Unemployment rate (indicator). doi: 10.1787/52570002-en (Accessed on 2020-09-17).

France Germany Italy The Netherlands Spain
Unemployment rate
point prediction
Before the crisis 14.58 9.55 21.62 11.56 19.67
(14.39) (12.06) (17.56) (12.54) (14.11)
Now (July 2020) 20.89 14.21 31.39 19.68 20.30
(18.57) (15.66) (22.91) (18.28) (20.30)
One-year-ahead 21.82 14.40 30.81 20.37 29.62
(19.09) (15.58) (22.80) (18.53) (19.16)
In the next 2-3 years 19.49 13.10 26.48 16.25 24.08
(19.37) (15.66) (22. 67) (17.02) (18.41)
Unemployment rate
OECD data
July 2019 8.5 3.0 9.7 3.4 14.3
July 2020 6.9 4.4 9.7 4.5 15.8

Notes: The first four rows report the (mean) point prediction, standard deviation in parentheses. The survey
question is “Please indicate what you think the unemployment rate was or will be in your country at different
points in time”. The last two rows show the realized unemployment rates, measured in numbers of unemployed
as % of the labor force (seasonally adjusted).

2020, October-December 2020, January—June 2021, July-December 2021, and later. We observe considerable and significant cross-
country variation (y2(4) = 286*). Italy seems to be the most optimistic country in their predictions of the length of the crisis.
Twenty-four percent believe that it is safe to release all COVID-19 containment measures by the end of 2020, while 41 percent
think it will be later than July 2021. The second most optimistic country is The Netherlands, followed by Germany, then France.
Spanish households have the most pessimistic outlook. Only 9 percent expect the crisis to be over by the end of 2020, while 64
percent expect the crisis to last later than July 2021.

Turning to our proxy for pessimism, Table 4 reports households’ predictions about the unemployment rate before the crisis
and their expectations about the current and future unemployment rates. In all countries, the average household overestimates
the pre-crisis and current unemployment rates compared to the actual figures (source: OECD). This systematic expectation bias is
common in household surveys and may not reflect pessimism but rather the misperception of macroeconomic variables. For this
reason, in the sequel, we use the predicted change in the unemployment rate as a proxy for households’ pessimism. This predicted
change at one year ahead directly reflects the expected macroeconomic impact of the COVID-19 crisis and significantly varies from
5 percentage points in Germany to 10 in Spain (y?(4) = 321"**).

Trust and Satisfaction with the Government: Panel A of Table 5 documents households’ trust level with the prospective government.
Households were asked, ‘“Please tell us how much you personally trust or distrust the (country name) government?”. Governments
are most trusted in The Netherlands, followed by Germany, Italy, France, and finally, Spain (y%(4) = 368***). Panel B of Table 5
shows that a similar pattern for the satisfaction with governments. Households are most satisfied in The Netherlands, followed by
Germany, Italy, and Spain (y2(4) = 486***). French households are the most dissatisfied with their government.

Next, we investigate the relationship between personal COVID-19 experiences and the variables discussed in this section. We
measure the average COVID-19 experience using the two variables presented in Table 1; that is, the self-reported infection rate and
the officially confirmed COVID-19 deaths per 1M population. Table 6 shows meaningful cross-country correlations. The severity of
the COVID-19 experience correlates positively with the level of worry and fear, pessimism (unemployment increase and the end
date of infection risk), and negatively correlates with trust and satisfaction with the government.

2.2.3. Households’ consumption-specific questions
Households were surveyed about their consumption behavior in five sectors (activities): (i) public transports (usage), (ii) tourism
(traveling abroad for private reasons), (iii) services (use services such as hairdressers or beauty salons), (iv) hospitality (visiting restaurants,
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Table 5

Trust and satisfaction with government.
Panel A: Trust mean st. dev. plo p25 p50 P75 p90 N
France 3.30 1.24 2.00 2.00 3.00 4.00 5.00 1462
Germany 2.79 1.19 1.00 2.00 3.00 4.00 5.00 1451
Italy 3.22 1.27 2.00 2.00 3.00 4.00 5.00 1454
The Netherlands 2.68 1.28 1.00 2.00 2.00 4.00 5.00 1469
Spain 3.43 1.43 1.00 2.00 4.00 5.00 5.00 1469
Total 3.08 1.32 1.00 2.00 3.00 4.00 5.00 7305
Panel B: Satisfaction mean st. dev. p10 P25 p50 P75 p90 N
France 3,51 1.23 2.00 2.00 4.00 5.00 5.00 1449
Germany 2.75 1.28 1.00 2.00 2.00 4.00 5.00 1458
Italy 2.96 1.34 1.00 2.00 3.00 4.00 5.00 1445
The Netherlands 2.59 1.34 1.00 2.00 2.00 4.00 5.00 1462
Spain 3.37 1.43 1.00 2.00 3.00 5.00 5.00 1464
Total 3.04 1.37 1.00 2.00 3.00 4.00 5.00 7278

Panel A: The survey question is “Please tell us how much you personally trust or distrust the (country name) government?”. Panel B: The survey question is
“How satisfied are you with the way the (country name) government led by (country leader name) is doing its job?” Answer categories: 1 = Very much trust, 2
= Somewhat trust, 3 = Neither trust nor distrust, 4 = Somewhat distrust, 5 = Very much distrust. Dropped: 6 = I do not know and 7 = I prefer not to answer.

Table 6
Cross-Country correlations with COVID-19 infection and death experience.
Experience Concerns Expectations Government
Deaths/1M pop Infection rate Job loss concern Financial concern Crisis end unempl. rate Trust Satisfaction
Panel A:
France 459 0.08 1.63 5.79 3.3 21.82 3.3 3.51
Germany 109 0.03 1.49 4.44 2.79 14.4 2.79 2.75
Italy 580 0.07 1.87 6.45 3.22 30.81 3.22 2.96
The Netherlands 358 0.09 1.52 4.87 2.68 20.37 2.68 2.59
Spain 607 0.17 2.04 7.42 3.43 29.62 3.43 3.37
Panel B: Cross-country correlation with COVID-19 experience
Deaths/1M pop 1 0.73 0.86 0.92 0.80 0.96 0.80 0.58
Infection rate 0.73 1 0.77 0.81 0.60 0.65 0.60 0.50

Notes: Column 1: number of confirmed COVID-19 deaths/1M population for July 10th, 2020. Source: https://www.worldometers.info/coronavirus/. Column 2,
question: “Did you or a person close to you suffer from severe COVID-19 infection?” (1 = yes; 0 = no). Column 3, question: “How worried are you about
losing your job in the near future?” Answer options: 1-3. 1 = not worried; 2 = somewhat worried; 3 = very worried. Column 4, question: “How concerned
are you about the effects that the coronavirus might have for the financial situation your household?” Answer options: 0-10. 0 (= not at all concerned) to
10 (= extremely concerned). Column 5, question: “In your opinion, when will COVID-19 be totally under control such that it is safe to release all COVID-19
containment measures in your country?”. Column 6, question: “Please indicate what you think the unemployment rate was or will be in your country in one
year from now.” Column 7, question: “Please tell us how much you personally trust or distrust the (country name) government?”. Column 8, question: “How
satisfied are you with the way the (country name) government led by (country leader name) is doing its job?” Answer categories: 1 = Very much trust, 2 =
Somewhat trust, 3 = Neither trust nor distrust, 4 = Somewhat distrust, 5 = Very much distrust. Dropped categories 6 = I do not know and 7 = I prefer not to
answer.

bars and cafes), and (v) retail (shopping in malls or other stores). We chose these five sectors because they constitute a large part of
total household consumption expenditure in normal times and because these sectors have been particularly affected by the lockdown
(social-distancing) measures.

For each sector, households are asked whether they are now consuming more, less, not at all, or the same compared to before
the COVID-19 outbreak. We also screen for households who never consumed pre-pandemic.'?

If a household reports a change in consumption behavior, the household is asked to provide the main reason for the change.
Households can select between six main reasons: (i) “I cannot afford it anymore”, (ii) “I am worried to get infected with COVID-19”,
(iii) “I want to save more”, (iv) “I realized I don’t miss it anymore”, (v) “I buy more online instead”, and (vi) “other reason”. We
interpret the alternatives as (i) financial constraints due to the COVID-19 income shock, (ii) worry of temporary infection risk, (iii)
precautionary saving motives due to drop in consumer confidence, (iv) lockdown has altered preferences, and (v) substitution to
online consumption.

The next section analyzes for each country and consumption sector, the changes in household consumption behavior, and the
reported primary reason for these changes.

12 To uncover potential long-lasting consumer preference changes, we framed the survey questions along the extensive margin, i.e. focusing on whether
households plan to engage in particular activities more or less often than before. This focus on the extensive margin captures well consumption shifts in the
services, hospitality, public transport, and tourism sectors. However, for the retail sector the focus on the extensive margin may provide a somewhat incomplete
picture. Documenting the intensive margin, namely whether a household spends more or less during a visit to a retail store, would be necessary to comprehensively
assess the impact of the COVID-19 lockdown experience on the broad outlook for consumption demand in the retail sector.
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3. Survey results

This section first presents the households’ reported consumption changes for each sector and country. The change refers to
consumption during the dance phase (where restrictions were lifted) compared to before the COVID-19 outbreak. Second, this section
analyzes the reported consumption changes in light of the demographic and other background information collected. Finally, this
section documents the self-reported main reason for the change in consumption behavior.

3.1. Overview of consumption changes during dance phase

We find that a substantial fraction of households changed their consumption behavior during the dance phase in all sectors for
all countries (compared to before the COVID-19 outbreak). For each country and sector, Appendix Figures A13-A17 provide the
percentage of households reporting to consume “now more often than before”, “same as before”, “less often than before”, “not at
all”, “never did this before”.

Two clear patterns emerge. First, the share of households reporting a consumption rise is negligible if not nonexistent. And
second, the fraction of households consuming less is substantial. Depending on the country and sector, the share of households
reporting a consumption drop ranges from 18% to 57%. The share of households reporting a complete consumption stop ranges
from 4% to 31%. Compared to before the COVID-19 outbreak, Figs. 2-6 show for each country the fraction of households that
reduced their consumption—conditional on having consumed before.'* Across all sectors, the largest proportion of households that
reduce their consumption is found in Spain and Italy, which leads us to highlight the first observation:

Observation 1 (Consumption Drop). In all sectors, households substantially reduced their consumption during the dance phase, with the
largest drop in Spain and Italy.

These cross-country differences may reflect differences in the severity of the health crisis: At the time of the survey (July 10th,
2020), Spain had the highest number of confirmed COVID-19 death per 1M population, followed by Italy, France, The Netherlands,
and Germany; see Table 1. A higher COVID-19 death rate in a given country seems to go hand-in-hand with a larger fraction of
households that reduce their consumption. The only exception is France. It is striking to see that France is the country that displays
the lowest fraction of households consuming less in each sector during the dance phase. In the remainder of this section, we analyze
further the cross-country differences in households’ consumption response. However, this finding provides anecdotal evidence for
the view that during a pandemic governments might not face any trade-off in designing policies to both protect lives and rescue
the economy.

Observation 2 (Sectoral Variation in the Consumption Drop). Across all countries, the tourism sector experienced the largest consumption
drop and services the smallest.

The second pattern that stands out is the sectoral variation in the consumption drop. For the whole sample, we observe the
largest decline for the tourism sector: 66 percent of households say that they will now travel less abroad for private reasons.'
The second-largest drop is found for the public transport sector, with 58 percent of households reporting to use this now less. For
the whole sample, the third-largest drop concerns the hospitality sector: 55 percent of households report visiting restaurants, bars,
and cafes less often. Then comes the retail sector: 46 percent of households shop less in malls and other stores. Services such as
hairdressers see the smallest, albeit still substantial, decline with 38 percent of households reporting to now use these services
less.!516

One caveat to the result that the tourism sector experienced the largest consumption drop is that the measure used for tourism
focuses on international travel (‘travel abroad’) and does not ask explicitly for domestic travel. In 2020, the decline in domestic
tourism was not as drastic as the collapse in international travel. It is therefore possible that the consumption drop in the tourism
sector as a whole may be overestimated in our data. However, domestic tourism revenues still decreased in all countries surveyed
(source: World Travel and Tourism Council 2020). Hence, there was no perfect substitution between international holiday-making
and ‘staycation’ in the five countries under investigation.

13 The cross-country differences are statistically significant. We refer to the notes of Figs. 2-6 for the detail of the statistical tests.

14 The vast majority of European households’ pre-pandemic travels took place within Europe (source: Eurostat 2018) and during the time of the survey travel
restrictions within the EU had been entirely lifted. However, most governments were still recommending to consider holiday-making in the home country, which
may partly account for the magnitude of the drop in international tourism.

15 For each country: the tourism sector faces the largest decline, ranging from 76 percent of households traveling less abroad in Spain to 55 percent in France.
The public transport sector faces the second-largest decline in Italy and in The Netherlands and the third-largest decline in Germany, France, and Spain. The
drop ranges from 66 percent of households using less public transport in Italy to 44 percent in France. The hospitality sector faces the second-largest decline
in France, Germany, and Spain. And the third-largest decline in Italy and The Netherlands. The drop ranges from 66 percent of households visiting less often
restaurants in Spain to 48 percent in France. For each country, the retail sector faces the fourth-largest decline, ranging from 52 percent of households shopping
less often in malls and other stores in Spain to 36 percent in France. For each country, the services sector faces the fifth-largest decline, ranging from 47 percent
of households using these services less often in Spain to 26 percent in France.

16 Cross-sector differences are statistically significant in all countries: y2(4) = 245*** in France, y(4) = 224*** in Germany, y2(4) = 231*** in Italy, y2(4) = 328***
in The Netherlands and y2(4) = 312*** in Spain. All pairwise comparisons are statistically significant at 5%, except the drops in consumption in transport versus
hospitality in France, Germany and Spain, in services versus retail in Germany and Spain, in hospitality versus retail in Italy and in transport versus tourism in
Italy and The Netherlands.
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Compared to before the Covid-19 outbreak,
would you use public transports less often?
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Fig. 2. Lower usage of public transports (yes/no). The survey question is: Compared to before the COVID-19 outbreak, how would you behave? I would use
public transports: 1 = more often than before; 2 = same as before; 3 = less often than before; 4 = not at all; 5 = I never did this before. Responses =5 are
dropped and a dummy is created, which is equal to one for answers in categories 3 or 4, and zero otherwise. The fraction of households that reported “more
often” equals 1.6 percent. All cross-country differences in the fraction of people reporting a drop in transport use are significant (y2(4) = 184***), except between
France and Germany, between Spain and Italy, between Italy and the Netherlands and between Spain and The Netherlands.

Compared to before the Covid-19 outbreak,
would you travel abroad for private reasons less often?
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Fig. 3. Less traveling abroad (yes/no). The survey question is: Compared to before the COVID-19 outbreak, how would you behave? I would travel abroad
for private reasons: 1 = more often than before; 2 = same as before; 3 = less often than before; 4 = not at all; 5 = I never did this before. Responses =5
are dropped and a dummy is created, which is equal to one for answer in categories 3 or 4, and zero otherwise. The fraction of households that reported
“more often” equals 1.6 percent. All cross-country differences in the proportions of people reporting traveling less abroad are significant (y2(4) = 150***), except
between France and Germany, between Germany and the Netherlands, between Italy and Spain, and between Italy and the Netherlands.
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Compared to before the Covid-19 outbreak,
would you visit restaurants, bars, and cafés less often?
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Fig. 4. Less visits to restaurants, bars, and cafes (yes/no). The survey question is: Compared to before the COVID-19 outbreak, how would you behave? I would
visit restaurants, bars, and cafes: 1 = more often than before; 2 = same as before; 3 = less often than before; 4 = not at all; 5 = I never did this before.
Responses = 5 are dropped and a dummy is created, which is equal to one for answer in categories 3 or 4, and zero otherwise. The fraction of households that
reported “more often” is equals 1.7 percent. All cross-country differences in the proportions of people reporting using less hospitality services are significant
(xr?(4) = 150**), except between Italy and The Netherlands.

Compared to before the Covid-19 outbreak,
would you use services such as hairdressers or beauty salons less often?
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Fig. 5. Less usage of services such as hairdressers or beauty salons (yes/no). The survey question is: Compared to before the COVID-19 outbreak, how would
you behave? I would use services such as hairdressers or beauty salons: 1 = more often than before; 2 = same as before; 3 = less often than before; 4 = not at
all; 5 = I never did this before. Responses =5 are dropped and a dummy is created, which is equal to one for answer in categories 3 or 4, and zero otherwise.
The fraction of households that reported “more often” equals 1.2 percent. All cross-country differences in the proportions of people reporting using services less
are significant (y2(4) = 179**), except between Germany and The Netherlands and between Spain and Italy.
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Compared to before the Covid-19 outbreak,
would you shop in malls or other stores less often?
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Fig. 6. Less shopping in malls or other stores (yes/no). The survey question is: Compared to before the COVID-19 outbreak, how would you behave? I would
shop in malls or other stores: 1 = more often than before; 2 = same as before; 3 = less often than before; 4 = not at all; 5 = I never did this before. Responses
=5 are dropped and a dummy is created, which is equal to one for answer in categories 3 or 4, and zero otherwise. The fraction of households that reported
“more often” equals 1.6 percent. All cross-country differences in the proportions of people reporting going to stores less are significant (y?(4) = 138"**), except
between France and Germany, between Spain and Italy, between Italy and The Netherlands and between Spain and The Netherlands.

3.2. Consumption changes and households’ characteristics

Next, we investigate households’ characteristics that could explain the reported consumption changes during the dance phase
on a individual level. Using the whole data set, we perform probit estimations of the following specification:

Less[xc = ﬂ() + ﬂl X[ + ﬂZZ[ + €5 (31)

Less;,. denotes the household i’s consumption behavior in sector s surveyed in July 2020, and who resides in the country c. This
indicator is equal to one if household i reports to consume “less often than before” or “not at all” in sector s (compared to before the
COVID-19 outbreak) and zero otherwise. X; denotes a vector of standard controls for household i: we include age, gender, household
size, income, employment status, and the education level.'”” Z, denotes a vector of additional behavioral controls, which vary
depending on the specification considered: it includes households’ personal experiences, households’ macroeconomic expectations,
and psychological factors such as worry and fear. The standard errors are clustered at the country level and denoted by ¢

isc*

Socio-economic characteristics First, we present the results of the baseline specification (3.1), where we only include the standard
socio-economic characteristics X; that may affect households’ consumption behavior during a recession. The first column of
Tables 7-11 shows the relevant results for each sector, respectively.

We find that gender is consistently significant: females are more likely to reduce consumption—this result holds across all
sectors. We find that age does not drive changes in households’ consumption behavior in the hospitality and public transport sectors.
However, we find age to play a significant role in shifting consumption trends in the retail sector, services sector, and tourism sector.
Compared to before the COVID-19 outbreak, older households are now more likely to travel less often abroad for private reasons
than younger households. In contrast, younger households are more likely to cut their consumption in the hospitality and services
sectors. As age is recognized as a major risk factor associated with more severe health consequences from COVID-19 infections,
this finding is somewhat surprising. One could have expected the opposite effect: the older the household, the more likely the
household will cut non-essential consumption to reduce social interactions and, hence, the infection risk. Our results do not support
this narrative, but are in line with recent research on the perception of personal health risks associated with Covid-19. Bordalo et al.
(2020) find that perceived personal health risks associated with Covid-19 fall sharply with age. The role of age may instead be read

17 These standard controls X, might also capture changes in current and expected income. Notably, two major determinants of household consumption,
e.g., used in the Keynesian rule-of-thumb consumer model and the standard New-Keynesian model (Euler Equation). Controlling for exogenous socio-economic
characteristics, such as age and gender, is essential to capture potential differences in risk aversion and discount factors that both influence consumption.
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Table 7
Public transports: Socio-economic and behavioral factors.
(€Y] (2 3 4
Age 0.000583 0.000829 0.000510 0.000565
(0.00) (0.00) (0.00) (0.00)
Male —0.167*** —0.163%** —0.116%** 0112+
(0.02) (0.02) (0.02) (0.03)
Household size 0.0607** 0.0642** 0.0629** 0.0422
(0.02) (0.03) (0.03) (0.03)
Income 0.0268%*** 0.0288%*** 0.0321*** 0.0381***
(0.01) (0.01) (0.01) (0.01)
Unemployed 0.118 0.112* 0.0857 0.0771
(0.09) (0.06) (0.06) (0.07)
Not in labor force 0.0563*** 0.0635%** 0.0819*** 0.0955%**
(0.01) (0.02) (0.02) (0.02)
Middle education —0.00149 0.00700 0.0252 0.0441
(0.03) (0.04) (0.03) (0.04)
High education —-0.0167 —0.00574 0.0214 0.0313
(0.07) (0.07) (0.07) (0.07)
Personal experiences
Past unemployment 0.0450 0.0362 0.0106
(0.07) (0.06) (0.06)
Infection 0.00414 0.0172 —-0.0172
(0.06) (0.07) (0.06)
Expectations
Unemployment 0.00459%** 0.00372%**
Prediction (0.00) (0.00)
Expectation pandemic 0.120%** 0.105%**
Severity and length (0.01) (0.01)
Psychological factors
Worry finance 0.0431%%*
(0.01)
N 5583 5504 5504 5425

Notes: Probit estimation. Marginal effects; Clustered standard errors (at country level) are reported in parentheses.
Significance levels: *** p < 0.01, ** p < 0.05, * p < 0.1. The dependent variable is a dummy that is equal
to one if individual i reports to consume “less often than before” or “not at all”—compared to before the
COVID-19 outbreak; and zero otherwise. Income categories range from 1 to 10 and correspond to the equalized
income deciles, see details in Appendix Table A4. Employment status categories are: has a paid job (omitted),
unemployed, not in labor force (including education or training, permanently sick or disabled, retired, (unpaid)
community or military service, housework, looking after children and/or other persons). Education categories are:
low (omitted), middle, high. Past unemployment experience, the survey question is: “Have you been unemployed
and seeking work for more than 3 months in the last 5 years?” (1 = yes; 0 = no). COVID-19 infection
experience, the survey question is: “Did you or a person close to you suffer from severe COVID-19 infection?”
(1 = yes; 0 = no). Unemployment expectation, the two survey questions are: “Please indicate what you think
the unemployment rate was before the crisis in your country” (point prediction) and “Please indicate what you
think the unemployment rate will be in your country in one year from now” (point prediction). We use the
difference of the two unemployment point predictions (one year from now—before the crisis). Expectation about
COVID-19 pandemic severity and length, the survey question is: “In your opinion, when will COVID-19 be totally
under control such that it is safe to release all COVID-19 containment measures in your country?”. Answer: 1
= July-September 2020, 2 = October-December 2020, 3 = January-June 2021, 4 = July-December 2021, and
5 = later. Worry-finance, the survey question is “How concerned are you about the effects that the coronavirus
might have for the financial situation your household?” Answer: 0 = not at all concerned to 10 = extremely
concerned.

in light of expected future income, where younger individuals may find themselves more financially insecure than older respondents
in the wake of the pandemic.

Turning to the role of income, we find that income is only significant for consumption changes in two sectors. Higher-income
households are more likely to decrease the use of public transport compared to before the outbreak. For the services sector, we
observe the opposite result. The higher the household income, the less likely that the household uses services like hairdressers less
often. This result echoes those of Baker et al. (2020) and Carvalho et al. (2020). While these authors find no correlation between
income and changes in consumer behavior during lockdown (i.e., the hammer phase), we report a limited role of current income for
consumption changes during the dance phase. Yet, the unemployment status increases the probability of having reduced consumption
during the dance phase in the tourism and services sectors, while not being in the labor force makes the household more likely to
consume less in the tourism, hospitality, and public transport sector. Education does not play a large role in explaining changes in
consumption behavior. We consider three education categories (low, middle, high) and find that high educational attainment does

12



A. Hodbod et al. European Economic Review 140 (2021) 103953

Table 8
Tourism: Socio-economic and behavioral factors.
@ (2 [©)] “
Age 0.00514%*** 0.00536*** 0.00478%*** 0.00491***
(0.00) (0.00) (0.00) (0.00)
Male —0.237%** —0.239%** —0.193%*** —0.198%**
(0.03) (0.03) (0.03) (0.03)
Household size 0.0705%** 0.0731%** 0.0742%** 0.0511**
(0.02) (0.02) (0.03) (0.02)
Income 0.00923 0.00993 0.0119 0.0182
(0.01) (0.01) (0.01) (0.01)
Unemployed 0.142%* 0.142%** 0.114%** 0.0797*
(0.07) (0.04) (0.04) (0.04)
Not in labor force 0.0865** 0.0978%** 0.117%** 0.139%**
(0.03) (0.03) (0.03) (0.02)
Middle education 0.0346 0.0473 0.0583* 0.0866***
(0.04) (0.03) (0.03) (0.03)
High education 0.0249 0.0350 0.0473 0.0650
(0.07) (0.07) (0.07) (0.07)
Personal experiences
Past unemployment 0.0261 0.0272 —0.00914
(0.07) (0.07) (0.06)
Infection 0.102 0.132%* 0.0839
(0.07) (0.06) (0.06)
Expectations
Unemployment 0.00331%*** 0.00226**
Prediction (0.00) (0.00)
Expectation pandemic 0.168%*** 0.156%***
(0.01) (0.01)
Psychological factors
Worry finance 0.0583%**
(0.02)
N 5570 5495 5495 5423
See Table 7.

not affect the change in consumption behavior. Households with middle educational attainment are less likely to report consumption
changes in the hospitality and service sectors (compared to the low-educated households). These insights are summarized by the
first finding:

Finding 1 (Consumption Drop and Socio-Economic Profile). Gender is the only socio-economic household characteristic that is consistently
and significantly associated with consumption changes during the dance phase, while income, age, employment status, and education play a
minor role.

Behavioral factors and expectations Next, we investigate whether households’ consumption changes can be explained by behavioral
factors and expectations, such as households’ personal experiences with a COVID-19 infection and previous unemployment spells,
households’ macroeconomic expectations, and psychological factors such as worry and fear. We add these behavioral factors
sequentially.

First, we add households’ personal experiences. The second column of Tables 7-11 reports the results for each sector, respectively.
We find that a personal COVID-19 infection experience (i.e., exposure to a close person that suffered from a severe COVID-19
infection) makes households more likely to reduce consumption during the dance phase in the hospitality, services, and retail
sectors. In contrast, this experience does not affect the tourism and public transport sectors. The same result holds for the experience
of an unemployment spell of at least three months in the past five years. In terms of magnitude, the personal COVID-19 infection
experience has roughly twice as large of an impact than a personal unemployment spell experience.

Next, we add two types of household macroeconomic expectation—inspired by the traditional expectation channel of standard
macroeconomic models. The third column of Tables 7-10 shows the results for each sector, respectively. Households’ expectations
about the one-year-head change in the unemployment rate compared to the pre-crisis perception levels are significant for all sectors.
The more pessimistic the household (i.e., the larger the expected Covid-19 induced increase in unemployment), the more likely the
household reduces consumption in all sectors. Expectation about the pandemic’s severity and length is the most significant variable
for all sectors. The survey question is: “In your opinion, when will the COVID-19 virus be totally under control such that it is safe to
release all COVID-19 containment measures in your country?”. The later the expected date, the more likely the household to reduce
consumption during the dance phase compared to before the COVID-19 outbreak.
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Table 9
Services: Socio-economic and behavioral factors.
@ (2 3 “
Age —0.00221** —0.00148 —0.00178 —0.00174
(0.00) (0.00) (0.00) (0.00)
Male —0.0978** —0.0943** —0.0420 —0.0400
(0.04) (0.05) (0.05) (0.05)
Household size 0.117%** 0.117%** 0.114%** 0.0861***
(0.01) (0.01) (0.01) (0.02)
Income —0.0345%** —0.0322%** —0.0292%** —0.0213***
(0.01) (0.01) (0.01) (0.01)
Unemployed 0.115% 0.0662 0.0365 0.0334
(0.06) (0.05) (0.06) (0.06)
Not in labor force —-0.0148 —-0.00316 0.0147 0.0337
(0.02) (0.02) (0.03) (0.03)
Middle education —0.120%** —0.0985%** —0.0755** —0.0382
(0.03) (0.03) (0.04) (0.04)
High education —-0.105 —0.0887 —-0.0574 —0.0364
(0.07) (0.07) (0.07) (0.06)
Personal experiences
Past unemployment 0.08807*** 0.0737*** 0.0272
(0.03) (0.02) (0.02)
Infection 0.138* 0.150% 0.101
(0.08) (0.08) (0.08)
Expectations
Unemployment 0.00521*** 0.00393***
Prediction (0.00) (0.00)
Expectation pandemic 0.112%** 0.0940%***
Severity and length (0.03) (0.03)
Psychological factors
Worry finance 0.0687***
(0.01)
N 6007 5928 5928 5843
See Table 7.

Turning to psychological factors, we add to the regression a variable that captures households’ worries about the consequences

that the COVID-19 pandemic might have on their financial situation. The last column of Tables 7-11 shows that worries about the
personal financial future is an important explanatory factor for households’ decision to reduce consumption during the dance phase
(compared to before the virus outbreak).!® The effect is highly statistically significant in all sectors. Those insights lead us to the
second finding:

Finding 2 (Consumption Drop and Behavioral Factors). Personal COVID-19 experiences, pessimistic macroeconomic expectations, and
concerns about the future are strongly and significantly associated with a consumption drop during the dance phase.

Using probit estimations, we find that most standard socio-economic household characteristics (expect gender) do not explain
much of the large changes in household consumption behavior. Females (compared to men) are more likely to consume less
in all sectors across all estimation specifications. Findings 1-2 indicate that financial hardship is not the primary driver for
reducing consumption.'® Instead, we find relevant behavioral factors explaining households’ consumption changes such as personal
experiences with a COVID-19 infection and previous unemployment spells, households’ degree of pessimism, and psychological
factors such as fear about the future. In light of this finding, the next section explores the self-reported reasons for changing
(reducing) consumption and investigates to what extent the consumption shifts may be transitory or durable.

3.3 Self-reported reasons for consumption changes

Conditional on having reported consuming “less often than before” or “not at all”, households were asked: “What is your main
reason for doing now less of this activity?”. For each sector and country, Figs. 7-11 provide an overview of the percentage of

18 Appendix Table A5 shows that worries about the financial future correlate highly with worries about future job security. Respondents’ job worry correlates
with their past unemployment experience and their expectations about the unemployment rate. Using job worries instead of financial worries leaves the main
picture unchanged but results in fewer observations.

19 This is consistent with households’ reported perception of how they cope financially with their current income. We refer to Column 6 of Appendix Table
A3.
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Table 10
Hospitality: Socio-economic and behavioral factors.
@™ 2) 3) [©)]
Age 0.00200 0.00259* 0.00206 0.00186
(0.00) (0.00) (0.00) (0.00)
Male —0.192%** —0.196*** —0.159%** —0.157%**
(0.02) (0.02) (0.02) (0.02)
Household size 0.0544%** 0.0574** 0.0281
(0.02) (0.02) (0.02)
Income —0.00763 —0.00462 —0.00415 0.00382
(0.01) (0.01) (0.01) (0.01)
Unemployed 0.107 0.0709 0.0519 0.0283
(0.08) (0.08) (0.09) (0.09)
Not in labor force 0.0588* 0.0650%* 0.0799%* 0.102%**
(0.03) (0.03) (0.03) (0.03)
Middle education —0.0616%** —0.0438* —0.0400* —0.00742
(0.02) (0.02) (0.02) (0.03)
High education —0.000157 0.0164 0.0191 0.0366
(0.07) (0.07) (0.07) (0.07)
Personal experiences
Past unemployment 0.0783*** 0.0826*** 0.0419**
(0.02) (0.02) (0.02)
Infection 0.161%** 0.184+** 0.136%**
(0.06) (0.06) (0.05)
Expectations
Unemployment 0.00183*** 0.000542
Prediction (0.00) (0.00)
Expectation pandemic 0.165%** 0.151%**
Severity and length (0.02) (0.02)
Psychological factors
Worry finance 0.0620%**
(0.02)
N 6261 6177 6177 6088
See Table 7.

households that report as the primary reason (i) financial constraints, (ii) worry of infection risk, (iii) precautionary saving motives,
(iv) lockdown has altered preferences, and (v) substitution to online consumption.?* Four main observations stand out, leading to
four additional findings.

Finding 3 (Infection Risk). The infection risk is the most reported reason for decreasing consumption (for all countries and sectors).

While the infection risk is the most reported reason for decreasing consumption (across countries and sectors),?' a substantial
fraction of households report what seems to be a shift in preferences, i.e. households report that they decreased their consumption
because they realized after the lockdown experience that they do not miss it anymore. It is striking that in France and Germany,
the reason “not missing it” is even the second invoked reason after the infection risk for all sectors. In the Netherlands, we observe
the same pattern, except for the retail sector “shopping in malls or other stores”.??

Households’ consumer preference shifts are substantial but heterogeneous across countries.”® In all countries, households’
preference shifts are particularly prominent in the services sector (such as hairdressers), the hospitality industry (i.e., restaurants),
and the retail sector. For example, the fraction of households that realized that they do not miss services such as hairdressers amounts
to 23 percent in France, 19 percent in Germany and Italy, 14 percent in The Netherlands, and 10 percent in Spain. At the same

20 The answer options for the main reason are: “I buy more online instead”; “I realized I don’t miss it”; “I want to save more”; “I cannot afford it anymore”;
“I am worried to get infected with COVID-19”; “Other reason”.

21 Aggregating over all countries, the proportions of households reporting each of the five or six reasons for reducing consumption are statistically significant
different from each other (y2(4) = 5,139*** for transport on Fig. 7, y*(4) = 3,596*** for tourism on Fig. 8, y?(4) = 1,061*** for services on Fig. 9, y*(5) = 3,784***
for the hospitality sector on Fig. 10 and y2(5) = 2,209** for retail on Fig. 11). The cross-reason comparisons are all significant except ‘not missing it’ versus
‘saving more’ in the retail and the hospitality sectors, and ‘not affordable’ versus ‘save more’ in the tourism sector. Significantly more households report ‘infection
risk’ than any other reason for decreasing consumption in all countries and sectors, except for the services sector in France and Italy, and the retail sector in
France.

22 For the retail sector, Dutch households report as the second main reason a substitution to online shopping, followed by the reason “not missing it”.

23 Cross-country differences in the fraction of households reporting ‘not missing it’ are significant in all sectors, with y2(4) = 42*** for public transports,
1%(4) = 76" for tourism, y*(4) = 43** for services, y2(4) = 58*** for the hospitality sector, and y2(4) = 88*** for retail. In each sector, this fraction is significantly
smaller in Spain than in the other countries.
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Table 11
Retail: Socio-economic and behavioral factors.
@ (2 3 “
Age —0.00236*** —0.00152%* —0.00185%* —0.00198%**
(0.00) (0.00) (0.00) (0.00)
Male —0.275%** —0.277%%* —0.241%%* —0.244%**
(0.05) (0.05) (0.05) (0.06)
Household size 0.0641*** 0.0640*** 0.0433%**
(0.01) (0.01) (0.01)
Income 0.00525 0.00820 0.0103 0.0174
(0.01) (0.01) (0.01) (0.01)
Unemployed 0.0224 0.00385 —-0.0220 —-0.0205
(0.05) (0.04) (0.05) (0.05)
Not in labor force 0.0203 0.0208 0.0347 0.0568%***
(0.03) (0.02) (0.02) (0.02)
Middle education —0.0576 —0.0376 —-0.0244 0.00161
(0.06) (0.06) (0.06) (0.06)
High education 0.0458 0.0586 0.0763 0.0896*
(0.06) (0.06) (0.06) (0.05)
Personal experiences
Past unemployment 0.0786** 0.0751%** 0.0442*
(0.03) (0.03) (0.02)
Infection 0.208%** 0.223%** 0.175%*
(0.08) (0.08) (0.08)
Expectations
Unemployment 0.00303** 0.00181
Prediction (0.00) (0.00)
Expectation pandemic 0.118%** 0.105%**
Severity and length (0.03) (0.03)
Psychological factors
Worry finance 0.0540%**
(0.01)
N 6374 6290 6290 6200
See Table 7.

time, the fraction of households that realized that they do not miss going to the restaurants amounts to 19 percent in France, 21
percent in Germany, 18 percent in Italy, 15 percent in The Netherlands, and 9 percent in Spain.?* These figures lead us to the next
finding:

Finding 4 (Change in Consumers’ Preferences). For all sectors, the fraction of households that explain their reported consumption drop
by a change in preferences is substantial (the realization of not missing it). It is even the second invoked reason behind the infection risk in
France, Germany, and The Netherlands.

To the best of our knowledge, this paper is the first to provide evidence on the nature of the COVID-19 demand shock and on
how durable the reported consumption shifts could turn out in the post-COVID-19 environment. Beyond the question of how much
households are consuming, one must also reflect upon how they are making their purchases. A particularly policy-relevant question
is whether the COVID-19 experience may reinforce the pre-existing trend substituting away from brick and wall stores into online
shopping. This trend is relevant for monetary policy because the online evolution of shopping habits may influence consumers’
perceptions and expectations of prices.

In our survey, respondents had the opportunity to indicate online alternatives as the primary reason for reducing consumption
in the hospitality and retail sectors. We find that amongst respondents indicating fewer shopping trips to malls and other stores,
a significant number report that this was due to shopping online instead. The fraction of households reporting online substitution
as the main reason for shopping less in malls and other stores is highest in France with 16% and lowest in Germany with 9%.%
As the crisis becomes prolonged, consumers may become further accustomed to this new way of consumption, which could lead
to a long-term shift in the retail sector away from high-street shops. However, for the hospitality sector, households rarely report
“buy more online instead” to explain their less frequent visits to restaurants, bars, and cafes. The fraction of households reporting

24 The fraction of households reporting ‘not missing it’ is significantly larger than the fraction reporting saving motives or affordability issues (or online
alternatives) for the public transport sector in France, Germany, and The Netherlands and the retail sector in France.

25 This cross-country variation is significant (y2(4) = 16.9**) and cannot be explained by cross-country differences in the importance of e-commerce in the retail
sector. In 2019, the percentage of online sales (of total retail sales) was 15.9% in Germany and 10.9% in France. (sources: CenterforRetailResearch; Statistica).
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Fig. 7. Reasons for lower usage of public transports during dance phase. This survey question is only asked for people who reported “less often than before”
r “not at all” in the previous question. The survey question is: “What is your main reason for doing now less of the following activity: Public transport?” 1 =
I realized I do not miss it; 2 = I want to save more; 3 = I cannot afford it anymore; 4 = I am worried to get infected with COVID-19; 5 = Other reason.
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Fig. 8. Reasons for fewer private travels abroad during dance phase. This survey question is only asked for people who reported “less often than before” or “not
at all” in the previous question. The survey question is: “What is your main reason for doing now less of the following activity: Traveling abroad for private
reasons?” 1 = I realized I do not miss it; 2 = I want to save more; 3 = I cannot afford it anymore; 4 = I am worried to get infected with COVID-19; 5 = Other
reason.
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Main reason for using now less services such as hairdressers:
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Fig. 9. Reasons for using less services during dance phase. This survey question is only asked for people who reported “less often than before” or “not at all”
in the previous question. The survey question is: “What is your main reason for doing now less of the following activity: use services such as hairdressers or
beauty salons?” 1 = I realized I do not miss it; 2 = I want to save more; 3 = I cannot afford it anymore; 4 = I am worried to get infected with COVID-19; 5
= Other reason.
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Fig. 10. Reasons for going less to restaurants, bars, and cafes during dance phase. This survey question is only asked for people who reported “less often
than before” or “not at all” in the previous question. The survey question is: “What is your main reason for doing now less of the following activity: visiting
restaurants, bars, and cafes?” 1 = I plan to buy more online; 2 = I realized I do not miss it; 3 = I want to save more; 4 = I cannot afford it anymore; 5 = I
am worried to get infected with COVID-19; 6 = Other reason.
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Main reason for shopping now less in malls or other stores:

France Germany Italy
Q|
©
=3
©
41.91
SE 31.89 32.43
24.61 20.95 25.29
ol 1673gmy. . 455 11.9315-95 11 54
& . 425 o590l .055 9.029) 1.420[8-177 - - b 853
o J s | — I O I
The Netherlands Spain Total
o |
— ©
C
8 3 51.03 53.8
as 42.94
o 9
o | 17.25 15.2816.35
Q& 114210.7810.04, ;550 629 10948 494y 1 N, .81 7.092[ll6 528
o L | [ ] .- — || e B
-t T ‘1 ‘1 T T 1 T T T T 1T
5= 2l e TS 22 3 s T S22 3 §
2 2 2 8§ = g 2 2 2 § = g2 2 2 g 8 = g
23 o 5 8§ ¢ 23 o 3 § ¢ €3 o 5 8§ ¢
2 E§ 5 3 8 2 E g5 3 8 2 E§ S 8 %
£ 8 o B £ 3 £ 8 o B £ B £ 8 o B £ 3
S < S c S <]
o g o g 2 g
o z S = <] =
£ 5 £ § £ §
> = > = > 2
B 3 B
o Qo o

Fig. 11. Reasons for shopping less in malls and other stores during dance phase. This survey question is only asked for people who reported “less often than
before” or “not at all” in the previous question. The survey question is: “What is your main reason for doing now less of the following activity: shopping in
malls and other stores?” 1 = I plan to buy more online; 2 = I realized I do not miss it; 3 = I want to save more; 4 = I cannot afford it anymore; 5 = I am
worried to get infected with COVID-19; 6 = Other reason.

to compensate these visits by delivery services or pick-ups is negligible and not significantly different across countries, ranging from
3% in France to 0.7% in Spain (y%(4) = 7.2).

Aside from the main reasons “infection risk” and the “change in preferences”, precautionary saving motives are substantial. A
rise in savings is traditionally associated with pessimistic views about the future economic outlook. This phenomenon reads as a
confidence shock that may have a long-lasting impact on demand. For the whole sample, the fraction of households reporting as
the main reason “wanting to save more” to explain their consumption reduction varies between 8.6% to 19.7%—depending on the
sector. The hospitality and services sectors are the most impacted by precautionary savings, followed by the retail, tourism, and
finally by the public transport sector. We observe important cross-country variations in the fraction of households reporting as a
primary reason precautionary savings.?® In Spain and Italy, the desire to save more represents the second most cited main reason
for reducing consumption in almost all sectors. While in France, Germany, and The Netherlands, precautionary saving motives are
the third most cited reason.”” We highlight the following finding:

Finding 5 (Precautionary Savings). The fraction of households explaining their consumption drop by a desire to save more is substantial
for all sectors. In France, Germany, and The Netherlands, the saving motive is the third most cited reason (after infection risk and change
in preferences), and the second most popular reason (after the infection risk) in Italy and Spain.

Financial constraints are the least reported reason for reducing consumption in most sectors and countries.?® This observation
should be understood in light of the unprecedented size of governmental fiscal support before and at the time of the survey (July
2020). For the public transport, retail, hospitality, and services sector, the fraction of households reporting as the main reason for
reducing consumption “I cannot afford it anymore” is significantly smaller than the fraction reporting the infection risk, a shift in
preferences, or precautionary saving motives. The only sector that seems to substantially lose demand because of households feeling

26 These cross-country differences in the fraction of households reporting saving motive for reducing consumption are significant in all sectors: y* = 45*** in
the transport sector, y2 = 47*** in the tourism sector, y> = 55"** in the service sector, y> = 58*** in the hospitality industry and x> = 47*** in the retail sector. In
particular, in the retail and the hospitality sectors, this fraction is significantly higher in Spain than in any other country. In the transport, tourism and services
sectors, this fraction is significantly lower in the Netherlands than in any country.

27 Precautionary saving motives are significantly more often reported than a change in consumer preferences in the services, hospitality, and retail sectors
in Italy and Spain and the tourism sector in Spain. By contrast, in France, Germany, and The Netherlands, the desire to save more is never significantly more
prominent than the reported change in consumer preferences.

28 Except for the tourism sector, where the share of households (across all countries) reporting affordability constraints is not significantly different from the
share reporting precautionary saving motives. However, the share reporting affordability constraints is significantly smaller than the share reporting infection
risk, saving motive, or changing preferences.
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financially constrained is the tourism sector. However, even for the tourism sector, almost twice as many households report either
precautionary saving motives or the “realization of not missing it” to explain their reduced travels abroad (compared to those citing
financial constraints).

Finding 6 (Financial Constraints). Across all sectors and countries, the fraction of households explaining their consumption drop by financial
constraints is small.

Finally, we investigate whether households differ systematically (in terms of socio-economic characteristics) by their reported
reason for consumption reduction. In light of the pandemic’s asymmetric impact on labor market outcomes (and its resulting
distributional effects), this information is crucial to quantify the COVID-19 demand shock, besides its persistence. The next section
is dedicated to this analysis.

3.4 Which consumers changed behavior for what reason?

Appendix Tables A9-A10 document for each sector the average socio-economic and behavioral household characteristics for
each self-reported reason for decreasing consumption.?® These tables reveal a remarkably stable pattern across the five sectors, with
four distinct household types arising—each corresponding to a different reason for consumption reduction. This household-level
perspective provides further insight regarding the magnitude of the COVID-19 consumption game-changer.

The first household type is “financially struggling” and is characterized by lower-income, a lower ability to save, lower educa-
tional attainment, a higher likelihood of being unemployed, and unsatisfied with one’s income level. Women are disproportionately
represented in this category. This result is most striking for the services sector, where 76 percent of the households consuming
fewer services due to financial constraints are female. This result is consistent with the finding that the downturn triggered by the
Covid-19 pandemic has created larger employment losses for women than for men (Alon et al., 2020). Also, this household type is
most likely to have had personal Covid-19 experiences and reports the lowest trust in and satisfaction level with the government.
Notably, Ross et al. (2020) find that households that face a contracting budget tend to experience non-transitional refinement in their
consumption preferences, even after normal financial circumstances are restored. Therefore, if financially struggling households are
left unsupported to manage this hardship period, this may tend to reinforce structural changes to the economy—as this group will
be forced to fundamentally re-assess their consumption priorities, thereby leading to structural behavioral changes.

Implication 1 (Asymmetry of the Income Shock). The negative income shock induced by COVID-19 is strikingly asymmetric: low-income
households and women are disproportionately represented among the households reporting affordability issues as the primary reason for
decreasing their consumption.

The second household type are “Young Families”. These larger households are mostly employed, and are most likely to report
precautionary savings motives as the primary reason for decreasing their consumption. These households are also more likely to be
less satisfied with their income level, despite not reporting the lowest income level.

Implication 2 (Uneven Confidence Shock). Policies designed to address the COVID-19 confidence shock should primarily target younger
and larger households (families).

The third household type is the “Middle-aged and Rich”. This group is more likely than younger and lower-income households
to report long-term changes in their preferences resulting from the lockdown experience. Individuals within households that report
the “realization of not missing it anymore” as a primary reason for consuming less have an average age of 50. These households are
the least worried about the future and have the highest level of trust and satisfaction with the government. They are the least likely
to have personally experienced a severe COVID-19 health issue in their group of friends and family. That these “Middle-aged and
Rich” households with higher saving capacities report this consumer preference shift indicates that the magnitude of the consumer
preference shock may be more substantial than the actual share of these households suggests.

The fourth household type are “Young Rich (Families)”. These households report substitution away from the high street retail
sector and into online alternatives. These high-income households are mostly in the labor force. This bias towards higher income can
also amplify the preference shock and accelerate the retail market transformation—away from high-street shops to more e-commerce.

Implication 3 (Preference Shock Amplifier). The lockdown experience has disproportionately shifted consumer preference of high-income
households. This may amplify the magnitude of sectoral consumer demand changes and reinforce zombification risk.

29 In this section, we test for group differences pairwise using the nonparametric Wilcoxon-Mann-Whitney test. Detailed results, including breakdowns per
sector, are available upon request. We only discuss systematic differences in household characteristics that are statistically significant at p < 0.05.
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4 Conclusions and policy implications

This paper provides novel survey-based evidence on the underlying reasons for the shifts in household consumption following
the first COVID-19 lockdown experience. The representative survey covers five European countries: France, Germany, Italy, The
Netherlands, and Spain. At the time of the survey, July 2020, lockdowns and travel restrictions were entirely lifted.

We find that there has been a substantial reduction in household consumption in five sensitive sectors since the onset of
COVID-19. Exploiting the cross-country dimension of the survey, we find that countries that have been heavier hit by the health
consequences of COVID-19 saw in Summer 2020 bigger consumption drops than those that have survived more unscathed. The
infection risk, precautionary saving motives and, perhaps more surprisingly, a change in consumption habits were the primary
reasons for reduced consumption, while financial constraints were not cited by many respondents. In particular, we find that
the reported drop in consumption strongly and significantly correlates with past personal unemployment and COVID-19 infection
experiences, rather than with the usual socio-economic determinants of consumption.

In summer 2020 and compared to before the COVID-19 outbreak, households report to have reduced physical shopping, while a
significant fraction of these households report to use online alternatives instead. This crisis might have reinforced and speeded-up
structural changes that were on the way already. Consumers might become used to online consumption, which could lead to a
long-term shift in the retail sector away from high-street shops to much more e-commerce. In all countries and particularly for the
hospitality and services sectors, a large share of households reported the “realization of not missing it” as their primary reason for
cutting consumption. This finding indicates a shift in consumer preferences after the first lockdown experience. Hence, our results
show signs that consumption demands in the new-normal after the pandemic will look rather different to before. We do not know
the extent of the game changer yet; but our paper provides early hints.

These results should be considered as part of the growing and important debate on zombification. Two potential drivers for
zombification in the COVID-19 context are already widely discussed. First, the ready availability of cheap debt in today’s highly
liquid markets may be acting to impede necessary exits from the market (Jorda et al., 2020). Second, a geographical mechanism
exists (Gathergood et al., 2020)—relating to the relocation out of city centers and into suburban and rural areas by the new cadre
of home-office-workers. Such shifts of activity could leave many city-center service providers facing obsolescence, irrespective of
preferences.

Our findings highlight a third possible zombification driver, relating to the long-term impacts of the profound and protracted
COVID-19 experience on consumer preferences. For this channel to operate, all that is needed is that consumption is partially
reallocated. An aggregate long-term drop in consumption is not required, and this is not a prediction the paper makes. In short,
consumers may want very different things after the pandemic and thus we may never return to the old pre-existing “normal”.*
If this is the case, then the introduction of health policies such as vaccine roll-outs or health passes may not be sufficient for
pre-pandemic consumption patterns to be restored. In such circumstances, a substantial number of incumbent firms could face
sustained drops in revenue and profitability in the post-pandemic economy. These considerations may lead to concerns about the
“zombification” of the economy i.e. a situation where public support programmes and bank lending actions keep unviable firms
alive. In other words, the very broad fiscal support that has been provided to firms during the COVID-19 crisis may have masked
the deteriorating long-term prospects of some firms. If this market exit mechanism does not work, then various long-term problems
arise—mismatch-unemployment, inefficient resource allocation, and lower growth.

At this early stage of the pandemic’s life-cycle, one must be careful about making quick judgements about the long-term viability
of firms in receipt of government support. As argued by Laeven et al. (2020), the pandemic may be simply causing certain firms
and sectors (e.g. tourism) to experience a temporary liquidity squeeze. If those firms and sectors rebound back to pre-pandemic
revenue and profitability levels after the crisis, then zombification risks will not materialize. However, this bounce-back remains
uncertain—and thus the build-up of debts by companies based in pandemic-hit sectors remains worthy of close monitoring. Our
data shows that the fraction of households reporting the “realisation of not missing it anymore” is smallest (10%) in the tourism
sector, although this remains substantial.

Our findings complement insights on consumption dynamics drawn from transaction data; see, inter alia, Bounie et al. (2020) for
France and Carvalho et al. (2020) for Spain. After the severe fall during the lockdown episode of Spring 2020, aggregate consumption
experienced a solid and steady rebound during summer 2020. However, the bounce-back is heterogeneous across sectors and product
types, and especially large for durable goods such as cars, IT products, and furniture. Bounie et al. (2020) find that certain non-
durable consumption expenditures did not reach pre-crisis (2019) levels (e.g., leisure, hotels, travel agency, restaurant, transport,
clothing). Our survey results on non-durable consumption patterns provide one possible explanation for these unequal recovering
dynamics.

Against this background, analysis by the OECD (Demmou et al., 2021) has evaluated the potential forthcoming impacts of the
COVID-19 crisis on the balance sheet health of firms of differing sizes and in different sectors since the outbreak. Their simulations
point to a build-up of vulnerabilities of firms becoming distressed. These vulnerabilities are concentrated in smaller firms, younger
firms, and those in sectors that have been particularly exposed to the impacts of the crisis—e.g. accommodation & food, arts &
entertainment, and travel. This finding is particularly notable when paired with our result that—especially in the hospitality and

30 The finding that a significant fraction of households report reducing consumption because of the realization of not missing it opens the questions of what
these households might do with the unspent funds. Whether they will save the money or use it for debt repayments, education, or different types of consumer
goods is beyond the scope of this paper and left for future research.
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services sectors—a large proportion of households report the ‘“realisation of not missing it anymore” as the primary reason for
consuming now less. These two sectors may be particularly exposed to changes in consumer behavior, especially amongst smaller
and younger firms.

Furthermore, our findings speak to the literature on the role of “pent-up demand” for economic recoveries. According to Beraja
and Wolf (2021), basic consumer theory suggests that pent-up demand effects should be stronger for more durable goods, as
consumers might simply postpone spending on durable goods during a recession. In contrast, spending on non-durable consumption
goods and services, such as hairdressers, might be simply foregone. This pent-up demand mechanism, together with our finding that
a large fraction of households continue to cut non-durable consumption, suggests that the recovery path may be long and unevenly
experienced across sectors and products.

We draw three policy conclusions from these results. First and foremost, Government support to businesses should consider the
idea that this crisis is not purely a liquidity shock and that everything might not snap back to normal once it is over. Profound and
elongated experiences, such as the COVID-19 pandemic, have the potential to create new habits and produce a long-lasting shift in
behavior. This paper shows initial evidence that consumer demand is already changing in ways that may have lasting consequences
for the economy.*' This evidence suggests that the post-COVID 19 economy’s equilibrium may look substantially different from the
one the world left behind in February 2020.

Second, our results suggest that broad-based policies aiming to restore non-durable consumption to pre-pandemic levels by
reducing the pricing of products and services (e.g., VAT cuts) are unlikely to be effective. Financial constraints are the least reported
reason for consumption drops. Instead, fiscal support should be laser-like in targeting those low-educated, low-income households
who are particularly hard hit by the crisis. Such support should be oriented towards helping displaced workers to retrain and find
new jobs.

Third, our results indicate that the objectives of protecting citizens from the virus risk and preserving economic prosperity
may not lead to any trade-offs. During the time of the survey, lockdowns and travel restrictions were lifted in the countries under
investigation. However, the fraction of households reducing consumption during this time highly correlates with the number of
deaths per 1M population and the personal infection experience that mostly occurred during the lockdown phase. Also, we find
that standard socio-economic characteristics (except for gender) do not explain the drop in individual households’ consumption.
By contrast, behavioral factors such as macroeconomic expectations (pessimism) and psychological factors such as fears about the
future are significant variables explaining individual households’ drop in consumption. Hence, governments should treat the control
of the infection risk as a prerequisite to achieving their objective to preserve economic prosperity.

Appendix A. Supplementary data
Supplementary material related to this article can be found online at https://doi.org/10.1016/j.euroecorev.2021.103953.
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