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Abstract. he new COVID-19 pandemic has spread to almost every nation in the world. Most of the available 

literature on the economic effects of COVID-19 focuses mainly on the recessionary effects of COVID-19 on 

different industries and aggregate economies. However, some industries, such as masks (surgical and N95, 

etc.), ventilators and miscellaneous medical services, benefit economically from the current COVID-19 

disaster. More and more resources have been diverted to these industries due to the increased demand of these 

special industries. Excessive demand from these special industries will eventually return to normal or, under 

special conditions, fall below their normal (usual) demand once the pandemic has ended. Which, in turn, will 

not only affect these special industries, but can also have an impact on the recovery of aggregate economies 

around the globe. The study presents a comprehensive model for the different phases of the short-term life-

cycle of these special industries. Presentation of the working and economic backlash resulting from the 

eventual decline in demand of these industries may encourage world economic policymakers to look beyond 

the current disastrous situation and to devise the necessary monetary and fiscal policies for the future COVID-

19 free era. Otherwise, it will be difficult for the economies recovering from COVID-19 pandemic to move 

back to normal functioning, because the additional resources (such as labor and capital) allocated to these 

special industries may be idle for some time, which may increase the burden and drag the recovering 

economies of the COVID-19 pandemic into a deeper recession even when the pandemic is over.  

1  Introduction  

The new corona virus that causes the disease known as 

COVID-19 has been declared a pandemic by the WHO 

(World Health Organization) as it has reached almost 

every nation [1]. According to data from Johns Hopkins 

University, COVID-19 caused approximately 151,000 

deaths, more than 2,200,000 people were infected, and 

approximately 540,000 patients were recovered [1]. 

Besides the health concerns, the current COVID-19 has a 

significant impact on the global economy, the experts have 

predicted that COVID-19 will decrease the global GDP 

growth by 0.5 per cent for the year of 2020 i.e. from 2.9 

per cent to 2.4 per cent [2]. Governments will not be able 

to minimize both the mortality and economic 

consequences of the COVID-19 pandemic, keeping deaths 

to the lowest possible level will be a top priority for the 

public, so governments should devise measures to protect 

economies from a certain recession [3]. The world's 

largest economies and economic blocs have committed 

billions of dollars’ worth of monetary and fiscal stimulus 

to save their economies from the negative recessionary 

impact of the COVID-19 pandemic [4]. While most 

industries are facing depression due to reduced demand, 

some industries are benefiting from the ongoing COVID-

19 pandemic due to a massive surge in demand for their 

products and services. 

Disaster blessed industries (DBI’s) are defined in this 

study as: industries that are already operating in the 

economy, producing products or services at a certain price 

and quantity, are transformed into short-term DBI’s due to 

actual or hypothetical threats that dramatically increase 

their prices and quantities above normal levels. Although 

the causes of most of these threats especially those from 

the natural disasters like earthquakes, floods and 

pandemics etc. are external to the realm of economics, and 

hence mostly not considered; therefore, we can only 

explain their economic effects [5]. For instance, natural 

disasters like earthquakes or floods will cause a drastic 

increase in the demand quantity of rescue services, dry 

food, and the construction industry (to repair or 

reconstruct the damaged infrastructure (roads, bridges, 

railroads, airports etc.) and other buildings (houses, offices, 

hospitals, shopping malls etc.). Similarly, the current 

COVID-19 pandemic has led to massive increase in the 

demand of the different type of masks (surgical and N95 

masks etc.), ventilators and health services (e.g. medical 

staff, medicines, hospital beds and hospitals) etc. The 

masks, ventilators and health services industry already 

existed before the virus and were producing a specified 

quantity at some specified price to fulfill their final 
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demand i.e. both the (demand and supply) quantity and 

prices were sticking at some normal level in the short run. 

But the global spread of the new corona virus has resulted 

in an increase in both demand and supply, while prices are 

increasing all the time. This shows that, in this case, the 

usual economy of demand and supply price equilibrium is 

not working. Because the producer is no longer the price-

taker and the consumer is willing to buy more of the 

product, even if the price increase from the current level, 

i.e. the price increase, may not result in a decrease in 

demand. The additional value (quantities multiplied by 

prices) produced by the mask, ventilator or medical 

industry above its usual value (quantities multiplied by 

prices) will present the value of the short-term DBI 

industry (see Appendix section for the numerical 

estimation of the additional value of the DBI’s created due 

to some unexpected disaster like COVID-19). This 

additional value is not expected to have existed in normal 

circumstances.   

Normally, increased demand will not result in capital 

investment, but, if fear persists for longer periods of time, 

industries may be inclined or forced to make capital 

investments as well. As the industries are already working 

so this disaster (pandemic) will normally not result in the 

creation of new industries. At the same time the creation 

of this short term DBI will naturally result in decreased 

demand for some other industries due to a number of 

interconnected phenomenon’s. On the consumption side 

the budget constraint (tradeoff) between alternatives, 

uncertainty leading to saving rather than consumption and 

investment, and finally the decrease in the income of the 

consumers because of the fact that job market, businesses 

and other institutions usually do not operate fully, under 

uncertain conditions like the case of COVID-19 forced 

lockdown in various countries etc. [6] will drive the 

demand for other industries decrease significantly in the 

short-run. On the other hand, the supply side for other 

industries will firstly be affected by the economy’s trade-

off between increasing the production of the DBIs (whose 

demand has surged due to life threating situation) versus 

increasing the production of other industries (whose 

demand has already declined) the answer is obvious that 

the economy will try to increase the supply of the short-

run DBIs by utilization of its scarce resource rather than 

the contrary. Secondly, the lockdown, fear, and the 

increase in labor health problems (i.e. labor affected with 

COVID-19) etc. will also reduce the availability of 

production factors (especially labor) further effecting the 

supply (production) of other industries.  Now because of 

the scarcity of resources for the short term DBI’s (like the 

shortage of masks, ventilators, medical staff and even 

hospitals etc. under the COVID-19 pandemic [7], [8] the 

supply (production) rather than the demand (consumption) 

will take the main role. In normal circumstances demand 

plays the main role but in case of scarcity of resources 

supply becomes the main concern [9]–[11]. The short or 

medium run fear event (like COVID-19) will most likely 

slow down the economic activity and even move the 

economies in to recession. Many major world 

governments are turning to Keynesian economics to save 

them from the recessionary impacts of the COVID-19. 

The challenge will not be over once the corona pandemic 

fades away. Hypothetically, the short-run DBIs will once 

again begin to work to their normal capacity. The capacity 

of the short-run DBIs to move back to their normal 

working position depends on the timeframe for which the 

DBIs were created, the longer the timeframe the more 

difficult and complex it will be for the short-run DBIs to 

move back towards their normal functioning.  Because 

the longer time duration will force the sort-run DBIs to 

hire additional workers and even to invest in fixed capital 

assets. Once demand has returned to normal levels, 

additional labor hired will be laid off, which may increase 

the rate of frictional and cyclical unemployment. The real 

problem will arise for those industries or sectors that have 

been forced to invest in fixed capital (assets). Because 

their additional fixed assets will be idle under normal 

circumstances, i.e. machinery, building and furniture etc. 

will be unused (unless they are sold at reasonable prices, 

which will also take a lot of effort and resources). In 

addition, there is also a possibility that demand for 

products (masks and ventilators, etc.) of the short-term 

DBIs may even fall below normal demand or even reach 

zero for a short or very short period of time, once the threat 

(i.e. COVID-19 pandemic) is over. This situation may 

arise where people have wrongly anticipated either the 

duration of the fear event or the quantity of short-term 

DBIs products needed to survive the fear event (such as 

the COVID-19 pandemic), which will lead to an excessive 

quantity purchased than is actually required and this 

excess quantity will be stored (at home or business) that 

can be used for some time after the fear event. The 

enormous costs of maintaining idle fixed assets and the 

lack of demand will result in large losses for these vital 

industries (masks, ventilators, even hospitals, etc.), which 

can eventually put these key industries out of business. 

This will result in all their workforce becoming 

unemployed and a huge increase in frictional, structural 

(because some unemployed workers may not have the 

skills needed in other industries) and cyclical 

unemployment. Such situations will force the already 

struggling economy (economies) to sink deeper into 

recession or depression. Making it more difficult for the 

short-term DBIs and the aggregate economies to move 

back to normal production. In this case, policymakers 

should support short-term DBIs through a variety of 

measures (fiscal and monetary) even after the threat of a 

short-term fear event (such as the current COVID-19) has 

decreased. Otherwise, it may be very difficult for these 

industries (especially those that made capital investments) 

to survive as soon as this (fear) forced increase in demand 

is reduced.  

Most of the studies have ignored the economic effects 

of DBIs once the current COVID-19 is over. For example, 

[12] created seven different scenarios for the potential 

spread of COVID-19 and studied the short-term effects of 

these different scenarios on the global macroeconomic 

outcomes and financial markets. [13] used the "Keynesian 

supply shocks" theory to present the effects of reduced 

labor supply, industrial shutdowns and exits, which could 

lead to variations in aggregate demand that are even 

greater than supply shocks. [14] created different 

scenarios and presented the effects of COVID-19 on GDP 

in 30 countries under different scenarios.  [15] presented 
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the effect of COVID-19 on the liquidity of listed 

companies in 26 countries. [16] estimated the impact of 

COVID-19 on global financial markets. Some studies 

have also focused on the regional economic and financial 

impact of COVID-19. [17] presented three potential 

economic and financial responses from the United States 

to COVID-19. [18] estimated the economic impact on 

outside economies of the potential lockdown of Tokyo 

City due to COVID-19. [19] presented the economic 

impact of COVID-19 on the African region. [20] presented 

a cost-benefit analysis of social distancing in the United 

States. 

First of all, this study clearly defines the theory behind 

the birth and the death of short-term DBIs. Secondly, there 

is no such theory or study which presents the life-cycle of 

short-term DBIs. It is important to understand the short-

run DBIs because most of the policymakers via different 

fiscal or monetary options only look at the possibilities of 

moving the economies out of recession during the phase 

of natural disasters like the current COVID-19 pandemic 

etc. However, once the short-run economies move back to 

their normal positions, there is a risk that the extra labor 

and long term investment made in the DBIs due to hyped 

demand during the period of specific short run fears will 

not be sustainable any more. And the labor can be laid off 

and the extra fixed resources (machinery etc.) will be idle 

i.e. became of no use. This can lead to these important 

industries like the masks or the ventilator industries suffer 

unstainable losses and can lead to their permanent 

shutdown. Which can force the recently recovered 

economy to move back to a much severe recession or 

depression than it actually faced in the period of the short-

run fear events like the current COVID-19 pandemic. 

Table 1 contains the list of regional COVID-19 

“laboratory-confirmed” cases and related deaths.  

Table1. Regions  with “laboratory-confirmed” corona 

related deaths and cases 

Corona cases and deaths a 

Country 

Total 

confirmed 

cases 

Total deaths 

Africa  382,563  7,139 

Americas  5,915,551  266,736 

Eastern Mediterranean 1,187,620   28,102 

Europe  2,809,848  200,651 

South-East Asia  974,389 25,619 

Western Pacific  229,590  7,499 

Subtotal for all regions 11,499,561 535,746 

Other 741 13 

Grand total 11,500,302 535,759 

a. Based on World Health Organization [21]. 

 

 

 

 

 

2 Results 

2.1 The DBIs economic modeling  

Figure 1, presents the supply model for the short term 

DBIs. The creation of short run DBI consists of three main 

phases (stages). Point N in figure 1 presents the normal 

price and quantity demanded of a particular. In the normal 

(very) short run market, the prices of a commodity are 

sticky, and the producers are willing to sell more units of 

a product at a given price. Once the fear event occurs, 

consumers will be demanding more at increased prices. 

Phase 1 is marked by the increase in both the prices and 

the quantity of a certain industry above its normal prices 

and quantity. This is due to unusual circumstance like 

COVID-19 pandemic, the consumer will be willing to buy 

more quantity (e.g. masks and ventilators) even if the price 

increases.  Similarly, the producers will be happy to 

provide more and increase prices. Producers will increase 

their supplies by employing more short-term resources 

like, increasing labor hours, labor shifts, employing more 

daily wages or short contract labor etc. But after a certain 

level of production increase the industry will reach its 

maximum potential, and will not be able to produce more 

even with increase in demand prices. This point is marked 

as MSO presenting the point of maximum short run output 

with the current level of fixed capital (assets), this 

situation marks the phase 2 of the short-run DBI era. At 

this point the firm will start increasing its price, because 

consumer is in immense need of the product. But after a 

certain level of price increase, the consumer despite 

having an immense need will not be willing to buy. This 

point is presented as the MPD (maximum price paid by 

demand) in the figure 1, and marks the beginning of phase 

3. Under phase 3, if the firm wants to meet demand or 

increase revenue it has to make more capital investment. 

This will be a rare case where the time duration of the 

unexpected event is prolonged due to lack of proper 

planning or resources employed to deal with the situation, 

or specific inventions or innovations are not discovered 

for some years to come. For example, in case of new 

COVID-19 pandemic, if due to lack of proper plaining, 

due to the failure of proper research funding or due to the 

failure of the scientific community in finding a cure 

(vaccine and medicines etc.) for the COVID-19 disease, 

the pandemic is prolonged to several years. The 

entrepreneurs and governments will be faced with tough 

decisions of increasing the fixed capital investment in 

short run DBIs (masks, ventilators or hospital industry) to 

meet the critical demand. The practical example of the 

fixed investment in short-run DBIs is of two new hospitals 

built to specifically deal with the COVID-19 effected 

patients in Wuhan China. Where initially the existing 

hospitals were used to deal with the new corona virus 

patients by increasing staff working hours, and importing 

staff from other regions. But once the maximum capacity 

was reached the government decided to make fixed 

investment in building new COVID-19 specific hospitals. 

Now as the event is short or medium run after a certain 

time the additional need (demand) of the DBIs will 

diminish with the diminishing of the event, and the 
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demand will move back to its original position N, this 

point is marked as POR (point of return) in the figure 1. 

Another possibility is that people have bought and stored 

more of a particular product during a period of short-term 

fear, such as the COVID-19 pandemic, which they 

actually needed to consume during the pandemic. In this 

case even when the fear is over, the demand might not go 

back to the normal level. This will force the suppliers to 

reduce both the quantity and prices imposed by the lack of 

demand. Any point below the normal demand at the red 

dotted line like the point BN (below normal) in figure 1 

presents this scenario. It may be below the normal demand 

or it may also be zero for a period of time. The challenge 

for the governments is that even after the short run fear 

(like COVID-19 pandemic) fades away, and the economy 

seems to be going back to the normal state, they should be 

aware of the backlash effects of the creation of the short 

run DBIs, which can prolong the recession period or even 

result in economic collapse. Here, the governments 

through necessary short run subsides, tax rebates, cheap 

loans or even direct investment to these industries can save 

the economy from the backlashes caused by the birth of 

the short-run DBIs.  

 
Fig1. Supply curve for a short run disaster blessed industry 

(DBI).  

3 Conclusion and policy implications 

This study presented the theory behind the creation and 

the death of the short run DBIs. While it is almost 

impossible to eliminate the creation of short-term DBIs, 

their economic impact can be reduced by well-developed 

planning and preparations for (unpredictable) natural 

disasters such as floods, earthquakes and pandemics (such 

as COVID-19). Short-run DBIs are already functioning as 

normal industries within the economy and are created 

mainly due to the occurrence of some unexpected natural 

disasters such as the floods, earthquakes and pandemics 

(COVID-19) etc. Once the short run fear is over, these 

DBIs usually go back to their normal functioning which 

marks the death of the DBIs. However, their creation is not 

without economic shocks, i.e. the additional demand for 

short-run DBIs will see more and more resources allocated 

to these industries, which will result in less resources 

available to other industries due to the opportunity cost 

(the trade-off between the allocation of resources to 

different alternatives). During the period of short-term fear, 

normal economic activity tends to slow down, i.e. 

economies may go into recession. As is the case in the 

current era of the COVID-19 pandemic, many 

governments have turned to fiscal and monetary 

incentives to help boost the economy. But the problem will 

not fade away as soon as the short-term fear dies. 

Additional resources such as labor and fixed capital 

resources allocated to the short-run DBIs will no longer be 

required. The lay-off of additional labor may increase the 

rate of frictional, structural and finally cyclical 

unemployment in the economy. Fixed investment will be 

idle and, as a result, will increase the burden on the short-

run DBIs and the aggregate economy. And there is also the 

possibility of a lack of normal demand for short-term DBIs 

for some time when the event of fear fades away. These 

factors can not only push the recently recovered 

economies deeper into recession, but can also force the 

vital industries (such as masks and ventilators) to shut 

down businesses temporarily or permanently. 

Governments should keep this in mind and support short-

term DBIs through different monetary and fiscal 

incentives to reduce their expected losses and to help these 

industries continue to run their businesses. 

4 Appendix: methodology 

4.1 Value of short run disaster blessed industry 
(DBI) 

The value of the short-run DBI is obtained by taking 

the difference between the value at the end or during the 

short-run fear event (like the COVID-19) and the normal 

value (the value of the industry just before the short-run 

fear event or if the value is not available the last known 

value close to the start of the fear event). The value here 

means that the quantity produced is multiplied by the unit 

price of the quantity produced. The method for the 

estimation of the value of the DBI during different phases 

(stages) is presented below.  
𝑉𝐷𝐵𝐼1 = (𝑄1 × 𝑃1) − (𝑄0 × 𝑃0) = 𝑉1 − 𝑉𝑛                     () 

𝑉𝐷𝐵𝐼2 = (𝑄1 × 𝑃2) − (𝑄1 × 𝑃1) = 𝑉2 − 𝑉1                     () 

𝑉𝐵𝐷𝐼3 = (𝑄2 × 𝑃2) − (𝑄1 × 𝑃2) = 𝑉3 − 𝑉2                     () 

Where 𝑉𝐷𝐵𝐼1 , 𝑉𝐷𝐵𝐼2 and 𝑉𝐷𝐵𝐼3 present the 

additional value produced by the short run BDI during 

different stages, 𝑄0, 𝑄1 and 𝑄2 present the quantities 

supplied by the target industry including its normal and 

additional quantity due to the existence of the fear event. 

𝑃0, 𝑃1 and 𝑃2 presents the corresponding prices for the 

quantity produced. 𝑉1, 𝑉2 and 𝑉3 the total value produced 

by the DBI during different phases (stages), and 𝑉𝑛 

presents it normal value. From the above equations we can 

easily drive the total additional value produced during the 

different stages of the short run life-cycle of the DBI. 

𝑉𝐷𝐵𝐼𝑡 = (𝑄2 × 𝑃2) − (𝑄0 × 𝑃0) = 𝑉3 − 𝑉𝑛 

= 𝑉𝐷𝐵𝐼1 + 𝑉𝐷𝐵𝐼2 + 𝑉𝐷𝐵𝐼3                (4) 

Where 𝑉𝐷𝐵𝐼𝑡 presents the total value of the short run 

DBI during different stages. The entering of the short run 

DBI in to different stages depends upon the time duration 

of the short run fear event. It means that the value of a short 

run DBI may or may not include all three stages. We can 

also easily estimate the value of the DBI at any random 

point in time through the following equation. 
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𝑉𝐷𝐵𝐼𝑟 = ∑ (𝑄𝑟 × 𝑃𝑟) − (𝑄0 × 𝑃0) = 𝑉𝑟 − 𝑉𝑛
𝑛
𝑟=1         

(5) 

Where 𝑉𝐷𝐵𝐼𝑟  presents the value of the short run DBI 

at any random point (time). 𝑄𝑟  and 𝑃𝑟  present the 

quantity and the price at any randomly selected point (time). 

𝑉𝑟  presents the total value including the original (normal) 

value at the randomly selected point (time).  

When the value of 𝑉𝐷𝐵𝐼𝑡  becomes equal to the value 

of 𝑉𝑛 the DBI has moved back to the status of the normal 

industry, but if the value of 𝑉𝐷𝐵𝐼𝑡  becomes less than the 

value of 𝑉𝑛, it will indicate that after the end of short-run 

fear period the industry has suffered less demand than it is 

expected during the normal circumstances and hence it is 

forced to supply lesser quantity at lesser prices than its 

normal supply quantity and prices. On the other hand, if the 

value of 𝑉𝐷𝐵𝐼𝑡  is greater than 𝑉𝑛 it implies that we are 

still in the period of the short run fear. 

𝑉𝐷𝐵𝐼𝑡 = 𝑉𝑛 =
 𝑇ℎ𝑒 𝑖𝑛𝑑𝑢𝑠𝑡𝑟𝑦 ℎ𝑎𝑠 𝑟𝑒𝑡𝑢𝑟𝑛𝑒𝑑 𝑏𝑎𝑐𝑘 𝑡𝑜 𝑖𝑡𝑠 𝑛𝑜𝑟𝑚𝑎𝑙 𝑝𝑜𝑠𝑖𝑡𝑖𝑜𝑛  

(6) 
𝑉𝐷𝐵𝐼𝑡 < 𝑉𝑛 =
 𝑇ℎ𝑒 𝑠𝑢𝑝𝑝𝑙𝑦 𝑞𝑢𝑎𝑛𝑡𝑖𝑡𝑦 𝑎𝑛𝑑 𝑝𝑟𝑖𝑐𝑒𝑠 𝑎𝑟𝑒 𝑙𝑒𝑠𝑠 𝑡ℎ𝑎𝑛 𝑡ℎ𝑒𝑖𝑟 𝑛𝑜𝑟𝑚𝑎𝑙 𝑝𝑜𝑠𝑖𝑡𝑖𝑜𝑛     

                                                       (7) 

𝑉𝐷𝐵𝐼𝑡 > 𝑉𝑛 =  𝑇ℎ𝑒 𝑖𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑖𝑠 𝑤𝑜𝑟𝑘𝑖𝑛𝑔 𝑎𝑠 𝑠ℎ𝑜𝑟𝑡 𝑟𝑢𝑛 𝐷𝐵𝐼 

(8) 
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