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From economic perspective 2020 was a year unlike any other. No economic model could foresee the 

worldwide pandemic and shuttering of economic activity. Predicting 2021 is also challenging as the 

pandemic persists and shutdown partially continues. Hopefully, inoculations will be successfully 

widespread enough to limit the epidemic and fully reopen the economy allowing the rebound to continue. 

Estimates of U.S. gross domestic product (GDP) by the U.S. Bureau of Economic Analysis (BEA) show 

the devastating impact the pandemic shutdown had on the economy falling 10.3 percent over the first half 

of 2020, an unprecedented decline. The third quarter 2020 estimate, however, revealed a 7.5 percent 

rebound as the economy adjusted and lockdowns somewhat eased. The 4th quarter is estimated to have 

gained another 0.8 percent, leaving the estimated average change for the for full year declining 0.5 

percent. 

California’s state GDP figures show similar 10.1 percent decrease for the first half of 2020, followed by 

7.0 percent rebound in the 3rd quarter. Only a 0.3 percent increase is estimated in the 4th quarter, with the 

full year averaging a 0.7 percent decline. 

 

Many businesses were able to absorb the temporary or limited suspension of activity in the initial phase of 

shutdown depending on savings and short-term loans. The easy adjustments to the pandemic lockdown 

largely already occurred, going forward more businesses will not be able to continue and restore 

employment the longer closures continue. Therefore, additional economic rebound becomes more 

difficult to reach.  

Metro area GDP estimates, including San Diego, are not released by the BEA on quarterly basis, but only 

annually. The latest estimate for 2019 showed San Diego county (metro area) GDP reaching $253 billion. 

This would be the 45th largest economy in the world ranked as a nation, just after Pakistan and directly 

above the Czech Republic and Romania. 

SAN DIEGO GROSS DOMESTIC PRODUCT
 GDP Percentage of: Constant Dollars*

Year (Billions) Calif. U.S.  S.D.  Cal.  U.S.

2005 $157.311 8.98% 1.21% 5.3% 4.5% 3.5%

2006 $164.993 8.80% 1.19% 2.1% 4.2% 2.9%

2007 $171.522 8.77% 1.19% 1.4% 1.5% 1.9%

2008 $171.074 8.60% 1.16% -1.4% 0.4% -0.1%

2009 $166.041 8.65% 1.15% -4.9% -4.0% -2.5%

2010 $168.687 8.55% 1.13% 0.9% 1.5% 2.6%

2011 $174.637 8.52% 1.12% 2.0% 1.6% 1.6%

2012 $180.310 8.41% 1.11% 1.3% 2.5% 2.2%

2013 $191.006 8.45% 1.14% 3.9% 3.5% 1.8%

2014 $201.385 8.39% 1.15% 3.5% 4.4% 2.5%

2015 $213.595 8.34% 1.17% 3.8% 5.2% 3.1%

2016 $220.260 8.25% 1.18% 1.7% 3.4% 1.7%

2017 $230.605 8.15% 1.18% 3.2% 4.3% 2.3%

2018 $242.242 8.14% 1.18% 3.0% 3.1% 3.0%

2019 $253.118 8.08% 1.18% 2.2% 3.4% 2.2%

2020e $255.586 8.09% 1.14% -0.6% -0.7% -0.5%

2021f $260.186 8.11% 1.09% 1.8% 1.5% 2.0%

*Adjusted by GDP implicit price deflator.

Source: Bureau of Economic Analysis, U.S. Department of Commerce.

e: estimate, f: forecast by San Diego Institute for Economic Research.
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San Diego’s GDP growth matched the nation for growth in 2018 and 2019. The 2020 estimate shows the 

metro area economy fell slightly more than the rest of the nation. The outlook for 2021 also incrementally 

lags the U.S.  

San Diego trailed California’s GDP growth between 2014 and 2019. The estimate of 2020 and forecast 

for 2021 indicates San Diego slightly exceeding the rest of California. Estimates of San Diego’s 2020 

GDP are derived from comparable rates of job changes reported for the county, state and nation as of the 

end of 2020.  

Shortfall forecast for recovery in 2021  

As recently stated by the British based Economist magazine:  

“The economic toll of the covid-19 pandemic is incalculable…A useful starting point is the semi-

annual Global Economic Prospects report released this week by the World Bank. It calculates that the 

world economy probably shrank by 4.3% in 2020, a setback matched only by the Depression and the 

two world wars. But this dramatic figure still understates the cost. It measures the world economy’s 

fall from where it was before the pandemic, not from where it would have been had the virus not 

spread.” 1 

An estimate for how much global GDP would have grown in the absence of covid-19 is contrasted. The 

World Bank had formerly anticipated global GDP growth at the end of 2019, before the viral outbreak 

erupted across the globe, to expand 2.5 percent in 2020 to $86 trillion. Compared to those figures, the 

shortfall in global GDP was probably nearer to 6.6 percent, equivalent to about $5.6 trillion (at market 

exchange rates). 

In 2021 the world economy is expected to grow quickly according to the World Bank, helped by the roll-

out of vaccines. 

“But even if this expectation is met and no further calamities intrude, the level of output in 2021 will 

remain 5.3 percent below the bank’s pre-pandemic projections: a further shortfall of almost $4.7 

trillion. Put these two numbers together and the cost of covid-19 this year and last will amount to 

about $10.3 trillion in forgone output: goods and services the world could have produced had it 

remained unafflicted. That is, to put it mildly, a big number. Only America and China have an 

annual GDP greater than $10 trillion.” 2 

The lockdowns and fiscal transfers leave consumers harboring extra savings with pent-up demand, that 

should fuel a post-pandemic spending spree. But at the same time, the recession took out significant 

supply capability by many small firms (and some large ones) that permanently closed. Once the economy 

fully reopens a surge of spending coupled with constrained production will likely entail inflation being 

driven upward. 



Daniel Lacalle of the Mises Institute explains, 

“Two factors tell us that the recovery in 2021 will likely be disappointing. Massive liquidity 

injections, with $26 trillion injected by central banks, have been used mostly to perpetuate elevated 

government spending, fundamentally current spending, and fund public debt. The second is that 

corporate balance sheets have been damaged to a level that will make it difficult to see a significant 

growth in investment above depreciation. SP Global expects global capital expenditure to remain 

weak in 2021. 

Global growth estimates look too optimistic. The consensus assumes a recovery of 4% globally in 

2021, returning to the GDP of 2019 at the end of 2022. This assumes an extraordinary and 

unprecedented fiscal multiplier of debt and liquidity. One of the most important concerns is to see a 

recovery in GDP led by a bloated public spending and record debt that would not generate enough 

employment growth. This is what is called a jobless K-shaped recovery, where some sectors rebound 

rapidly (technology, high-added-value sectors) and a majority (small and medium enterprises, self-

employed) either do not recover or worsen.”3 

Higher corporate taxes leave less money available for investment, expansion, and new hiring, which 

means fewer jobs and lower wages for workers. While corporate tax hikes may sound like something only 

impacting large businesses, costs are typically transferred onto consumers and workers. Smaller, family-

owned businesses have been most severely impacted by suspended and reduced production. 

As for imposing more regulations on businesses, it also hampers economic recovery and growth with 

additional costs imposed and innovation stifled. Complying to more red tape the less likely new ideas and 

breakthroughs are discovered by companies and entrepreneurs. The more regulations imposed on an 

industry, the harder it is for start-ups to compete with larger established companies that are better 

equipped to navigate the costs of regulation. Reducing competition means reduced innovation and more 

complacency with heavy-handed government actions hurting more than helping. 

 

 SELECTED SAN DIEGO COUNTY ECONOMIC INDICATORS
Actual Actual Actual Actual Estimate Forecast Annual Percent Change

Indicator 2016 2017 2018 2019 2020 2021 '17/'16 '18/'17 '19/'18 '20/'19e '21/'20f

Gross Metropolitan Product

(billions) $220.260 $230.605 $242.242 $253.118 $255.586 $266.320 4.7% 5.0% 4.5% 1.0% 4.2%

Inflation Adjusted Change+ 3.2% 3.0% 2.2% -0.6% 1.2%

Population* 3,306,900 3,326,300 3,340,300 3,343,400 3,343,900 3,343,400 0.6% 0.4% 0.09% 0.01% -0.01%

Change 21,700 19,400 14,000 3,100 500 -500

  Net Domestic Migration -14,889 -15,412 -17,882 -24,300 -23,720 -23,400 3.5% 16% 36% -2.4% -1.3%

  Net International Migration 15,189 15,312 13,782 10,400 8,520 8,000 0.8% -10% -25% -18% -6.1%

  Natural Increase 21,400 19,500 18,100 17,000 15,700 14,900 -8.9% -7.2% -6.1% -7.6% -5.1%

Employment

Labor Force 1,564,300 1,574,600 1,592,200 1,590,600 1,576,400 1,601,400 0.7% 1.1% -0.1% -0.9% 1.6%

Employed 1,489,100 1,509,600 1,528,100 1,539,900 1,435,400 1,486,100 1.4% 1.2% 0.8% -6.8% 3.5%

Unemployed 73,900 63,200 53,500 50,700 141,000 115,300 -14.5% -15.3% -5.2% 178% -18.2%

  Unemployment Rate 4.7% 4.0% 3.4% 3.2% 8.9% 7.2% -0.7% -0.7% -0.2% 5.8% -1.7%

Payroll Industry Employment 1,431,500 1,460,900 1,491,400 1,513,500 1,412,700 1,437,200 2.1% 2.1% 1.5% -6.7% 1.7%

  Change 37,600 29,400 30,500 22,100 -100,800 24,500

Construction

Residential Units 10,791 10,441 9,834 8,082 8,400 8,700 -3.2% -5.8% -17.8% 3.9% 3.6%

  Single Units 2,351 4,056 3,489 3,023 2,600 2,500 72.5% -14.0% -13.4% -14.0% -3.8%

  Multiple Units 8,440 6,385 6,345 5,059 5,800 6,200 -24.3% -0.6% -20.3% 14.6% 6.9%

Taxable Sales (billions) $55,921.0 $57,551.4 $59,041.0 $61,365.3 $60,000.0 $63,000.0 2.9% 2.6% 3.9% -2.2% 5.0%

  Inflation Adjusted Change -0.1% -0.8% 0.9% -3.0% 2.4%

Per Capita $16,910 $17,302 $17,675 $18,354 $17,943 $18,843 2.3% 2.2% 3.8% -2.2% 5.0%

  Inflation Adjusted Change -0.7% -1.2% 0.8% -3.0% 2.5%

Inflation Rate

San Diego Consumer Price 274.7 283.0 292.5 301.3 303.8 311.3 3.0% 3.4% 3.0% 0.8% 2.5%

Index (CPI-U: 1982-84=100)

+Adjusted for inflation by Implicit Price Deflator for California. *Population as of January 1 of following year. e: estimate, f: forecast by San Diego Institute for Economic Research.

Sources: U.S. Department of Commerce, Bureau of Economic Analysis; California Department of Finance; California Employment Development Department; U.S. Bureau of Census; 

California Board of Equalization; U.S. Department of Labor, Bureau of Labor Statistics.



Fading population gain 

San Diego’s population growth in 2019 slowed to the smallest amount recorded in 65 years. The lowered 

level of growth was largely the result of increasing out-migration. Net domestic migration, as in the rest 

of the state, has been negative for San Diego since 2001.  

 

San Diego population growth during 2020 is estimated to have fallen further to only 0.1 percent and 

projected to edge negative in 2021. In addition to heightened out-migration, both international migration 

and natural increases slacked off as well. The pandemic shutdown hampered international migration. 

Natural increase (births less resident deaths) also continued to weaken as fewer births are recorded and 

number of deaths crept upward. 

Birth rates by San Diego resident declined from modern peak in 1990 of nearly 20 per 1,000 residents to 

only 11.4 in 2020. Death rates had also declined among the local population from highs above 7.0 per 

1,000 residents in prior decades, to just 6.1 the past decade. But the death rate crept higher in the past five 

years to 6.8 in 2020. This reflects San Diego’s changing population dynamics of fewer children and an 

older and aging population. As these trends continue in 2021, San Diego will record the first decrease of 

total population since 1954. This has significant implications on San Diego’s economy, job market 

opportunities, housing costs, and overall cost of living.  

The high cost of living, most prominently due to high housing costs, are a primary reason for rising 

outmigration. Employment growth had been relatively stable until the pandemic shutdown caused sharp 

drop off in jobs. 

Employment outlook 

San Diego’s pre-pandemic unemployment rate had fallen to 20-year low of 2.8 percent in 2019, below 

either California or U.S. rates. Unemployment shot up when the lockdown was imposed erupting to 15.2 

percent in May 2020, the highest post-World War II rate on record. San Diego’s rate climbed above the 

U.S. rate jumping to 14.0 percent but not as high as the rest of California soaring to 16.2 percent. By the 

end of the year, unemployment rates had fallen back to 8.0 percent in San Diego, and California was at 

8.8 percent, while the nation at 6.5 percent.  



 

After peaking in May, unemployment rates quickly began coming back down. The recovery in 

employment, however, slowed each succeeding month. By end of the year, millions across the nation 

remained unemployed and relying upon government aid to make ends meet. Part of the decrease in 

unemployment rate was unemployed workers dropping out of the labor force and jobless benefits ending.  

Unemployment is not projected to return to pre-pandemic levels in 2021. While the elevated rate sunk 

quickly once furloughed workers were called back as shutdown restrictions somewhat eased, as well as 

some workers able to adjust to working remotely without not necessarily going back into the office. The 

balance of other job losses after ten months will not as easily return and likely have become permanent. 

Improving unemployment rates were already stalled at the end of 2020 with the effects of shutdown 

lingering.  

 

San Diego eleven-year employment expansion tracked California payroll job growth from 2010 to 

beginning of 2020, until abruptly plummeting. The job losses bottomed out by May 2020 as San Diego 

lost 220,000 nonfarm payroll jobs, a 15.0 percent decline. By comparison, over the same period 

California lost 14.9 percent nonfarm payroll jobs and the U.S. lost 14.5 percent. 



The rebound of jobs began as shutdown restrictions eased, and by the end of 2020, 127,000 jobs were 

recovered or added back in San Diego. This leaves the county 95,000 jobs short to just getting back to 

pre-pandemic numbers, not including job growth that normally would be expected. The job bounce back 

as of December 2020 shows San Diego recovering 8.9 percent of the jobs lost, compared with 7.7 percent 

in the rest of California, and 9.5 percent across the U.S.  

Economic disruptions were concentrated in certain industry sectors, rather than broadly based. While all 

industry sectors lost some jobs, leisure, transportation and hospitality industries were far more decimated 

as social distancing rules were imposed. The ratio for job openings to unemployed workers remains 

relatively strong outside of the most affected sectors and wages did not fall as much. 

Higher wage jobs were the first and strongest to recover. Most of San Diego jobs, 1.314 million or 85.1 

percent of total employment remained, although work hours may have been temporarily suspended or 

reduced. Jobs in high demand remain professional and technically skilled positions. Customer interacting 

job sectors, including leisure, entertainment, dining, travel and lodging, having had the greatest setbacks, 

continue to account for nearly all jobs not returning 2020 ended. 

Women were hit harder in the pandemic shutdown according to U.S. Bureau of Labor Statistics (BLS) 

reports. 4 This was due to industries tending to employ more women, including hospitality and leisure, 

fared much worse in the lockdown.  According to Motley Fool analysis, “Women have borne the brunt of 

both the overall reduction in employment and disproportionately taken on childcare responsibility as 

schools and daycares shut their doors.”5 Since more likely to take on care responsibilities for 

homeschooling and home caring, it is also make it more difficult to return and continue professionally 

working.  

The pandemic is also found to cause many older workers to retire earlier as returning to work is more 

daunting as advanced ages have greater susceptibility to the virus. Permanent unemployment is a drag on 

further economic recovery, particularly for the consumer-spending driven economy of the U.S. 

An economist at Goldman Sachs in a note to clients earlier this month wrote “Young workers’ 

participation in the labor force has nearly fully recovered–likely reflecting both lower health risks from 

the virus and a decline in college enrollment–while the participation of older workers and women has 

recovered more slowly.”6 As 2021 progresses and vaccinations become more widespread, additional 

employment opportunities should reemerge from pent-up demand for personal sales and services bring 

customers back. 

Housing challenges 

Somewhat surprisingly, San Diego housing prices did not falter and not only continued rising but 

accelerated in spite of the pandemic shutdown. According to the San Diego Association of Realtors 

(SDRA), the number of homes selling decreased 7.9 percent and the inventory of homes listed for sale 

dropped 45.7 percent at the end of 2020. The median price of homes sold in San Diego finished 2020 with 

an increase of 8.6 percent to $630,000.7 

Sales are anticipated to continue rising, although price gains should lessen. It is thought many home 

sellers withdrew their homes from the market to wait until after the pandemic was over. As the inventory 

of homes for sale in the market is anticipated to expand in 2021, price gains should also tend to soften. 



 

New home construction somewhat surprisingly increased as well during 2020. Home building in San 

Diego having already tilted to multi-family structures will continue this trend. between 2012 and 2020 

single-family construction accounted for just 33 percent of new units compared to apartment and attached 

condominium units built. 

Mortgage rates remained markedly low in 2020 and expected to remain at low levels in 2021. With low 

mortgage rates, housing demand will continue to be strong with heightened price levels and continued 

building activity. 

Slowing sales activity 

Despite the pandemic shutdown, taxable sales did not fall as much as may have been expected. Sales 

revenues benefited with higher than expected spending bolstered by the extraordinary public income 

support of stimulus checks and supplemented unemployment benefits. The fast recovery in higher paid 

jobs and strong stock market performance also helped maintain robust levels of total sales. 

 

In the 2nd quarter of 2020 (latest report currently available), taxable sales by food services and drinking 

places in San Diego plunged by more than $1.1 billion, less than one-half (-51 percent) of the sales 

recorded in the same quarter of 2019. Gasoline station sales similarly absorbed a 38 percent decrease. 

Clothing and accessories store sales fell by even greater proportion (-55 percent) but may be partially 



restored once customers are able to more freely shop and pent-up demand is released, presuming stores 

are able to hang on and resume operations. 

A portion of the decrease in sales can be traced to on-line sales activity not being fully reflected in “brick 

and mortar” sales. A ruling by the U.S. Supreme Court allowed states to require out-of-state businesses 

with in-state customers having no physical presence in the state to begin collecting state and local sales 

tax. The ruling began having an impact on level of sales tax revenues collected in California from 2019 

onwards. 

Spending patterns for goods will likely remain altered even as services affected by COVID-19 restrictions 

lessen. On-line sales, which were already significantly impacting retail sales behavior, accelerated under 

the lockdown. Revenue losses impacting food and beverage services in the 2020 switched to other 

spending leaving gains for other spending categories. Whether consumers will fully return to pre-

pandemic dining and entertainment venues at the same level remains to be seen once restrictions are 

removed. 

Elevated San Diego inflation rate 

San Diego’s inflation rate slowed to only 0.8 percent in 2020 according to the U.S. Bureau of Labor 

Statistics, a result of limitations imposed on consumer spending, income growth, and business activity. 

With expansive deficit spending by the Federal government, San Diego’s inflation rate is projected to rise 

to 2.5 percent in 2021. 

Energy costs for gas and electricity will lead to rising costs, as food and consumer goods, shelter costs, 

and health and medical prices increase as well. The highest increases reported for San Diego in 2020 

according to the consumer price index (CPI) were shown for auto gas prices (7.8 percent) and electricity 

for household use (6.1 percent), dairy and related products (7.8 percent), fruits and vegetables (6.0) 

percent), and nonalcoholic beverages (5.5 percent). 

The interest rate environment, aside from auto credit, should remain benign in 2021, with accelerated 

inflation rate troubling the economy’s recovery. 

Summary of 2021 outlook 

This outlook projects San Diego will continue recovering from the shutdown-imposed recession but will 

not fully recover in 2021 to pre-pandemic levels until the following year. Trending economic indicators 

show San Diego outperforming California, but trailing the rest of the U.S. 

It remains to be seen how much workers and consumers will return to normal economic activities, and 

how much the pandemic shutdown permanently altered business and personal behaviors and actions. 
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