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Our forecasts and commentary
do not constitute official
viewpoints of Old Dominion
University, its President, Brian O.
Hemphill, Ph.D., the Board of
Visitors, the Strome College of
Business, or the generous donors
who support the activities of the
Dragas Center for Economic
Analysis and Policy.
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Department of Defense Base Budget
Fiscal Years 2020 - 2027*
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Looking Ahead

» China's recovery in the 2nd half of 2023 will ease supply chain constraints globally.

e Economic growth stagnates in the 2nd half of 2023, but the U.S. and Virginia may
avoid a recession.

e Even with higher unemployment in the latter half of 2023, employers will find it difficult
to fill some positions as long COVID, retirements, and the opioid epidemic limit labor
force participation.

e Congress is a major source of downside risk. A failure to extend the debt ceiling would
spark a global financial crisis much worse than the Great Recession of 2007 - 2009.

* In the best case, the U.S. 'muddles through' through 2023.
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National and Virginia Forecast

2020 2021 2022 2023
U.S. Real GDP Growth -2.8% 5.9% 2.2% 0.9%
Civilian Job Growth -5.8% 2.8% 4.1% 0.2%
Unemployment Rate 8.1% 5.4% 3.7% 4.1%
Inflation Rate 1.2% 6.7% 8.0% 4.8%
Core Inflation Rate 1.6% 5.0% 6.2% 4.0%
Federal Funds Rate 0.2% 0.2% 4.5% 5.0%
10-year Treasury Bill 0.9% 1.4% 2.9% 3.5%
30-year Conventional Mortgage 3.1% 3.0% 5.3% 5.5%
Federal Deficit (Fiscal Year, Billions) -$3,132 -$2,772 -$1,375 -$1,200
Virginia Real GDP Growth -2.1% 5.5% 2.4% 1.5%
Virginia Civilian Job Growth -5.0% 2.2% 3.2% 0.9%




e If you would like to receive economic updates from the Dragas
Center for Economic Analysis and Policy and to have immediate
access to our reports, please send us an email.

e You may also text CEAPODU to 66866 to join our email list.

« Follow DragasCenterODU on Facebook, LinkedIn, and Twitter for up-
to-date information to help you understand new economic

developments.
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Images v. Reality

in Lawyers’ Incomes




Reality Often Is Different
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U.S. Occupations, 2000-2021
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Percent of GDP Devoted to Legal Services
(NAICS 5411), 2001-2019
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Is there an oversupply of lawyers?

* The data | have just presented do not discourage the notion that
society has more lawyers than it readily can accommodate.

e But what does this really mean? To me (and perhaps most
economists), it signifies an extended period of years when the real
(price-adjusted) incomes in an occupation have declined. If, over
a space of 20 years, real incomes in an occupation such as the law
have declined, then this is prima facie evidence that society is
placing a lower value on the work of these individuals. Hence, we
might conclude that the supply of such individuals is excessive.
But remember that occupations have a variety of
characteristics(e.g., location) and income is only one of them.




Why?

* One of the most powerful tools in an economist’s kit is
supply and demand analysis. It is very useful when we
seek to explain why prices and incomes are what they are.

* | will start with the supply side. Between 2000 and 2020,
the total number of employed individuals in the U.S.
increased by 8.69%, while the total number of lawyers
increased by 14.56%. Hence, lawyers became relatively
more numerous in the U.S., employment mix.
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Men First-Time LSAT

Takers

53,964
58,909
61,817
59,346
56,052
55,456
57,229
61,790
63,258
55,669
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40,059
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34,886
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Women First-Time LSAT

Takers
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37,044
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LSAT Test Takers By Gender: 2001-2020
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Contrasting Men and Women LSAT Takers
and Real Median Lawyers’ Incomes, 2000-2020
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The Demand Side of the Market:

* Many individuals believe that the demand for lawyers’
services has been growing rapidly and that the U.S. has
become a litigious society. “People sue at the drop of a hat.”

* But this does not seem to be the case in general. In relative
terms, the demand for many services provided by lawyers
has declined. Why? COVID. More arbitrations outside of

courts. Conferences instead of court appearances. Fewer
divorces.




Median Number of Federal Civil and Criminal Cases Filed Per 1,000 People:
The 50 States Plus the District of Columbia, 2001-2020
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Large Customers Are Forcing Lawyers to Compete

e Large customers (e.g., insurance companies, some state agencies) have
sufficient monopsony power as buyers that they now routinely tell lawyers
what prices they will pay for common legal activities such as defending them a
wrongful injury claim, or an automobile collision claim, an employment
discrimination claim.

* They may advertise that they will pay, say, $3,000 for a lawyer to handle a case,
but no more, without special dispensation.

* They force lawyers (particularly those in solo practices) to accept lower
stipends and implicitly to compete. These are cases that large, well-heeled
firms ordinarily do not pursue.



I Automated for the people ANOTHER DEMAND SIDE FACTOR: AUTOMATION
Automation risk by job type, %
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Vulnerable Jobs usually exhibit one or more of the following:

* Repetitive and predictable
* Software can replicate or replace (think Lexis Nexus and CHAT!)
* Require little judgment

Resistant Jobs, on the other hand:

* Require judgments such as taste, smell, feel, regard for feelings
and relationships (e.g., knowing someone is related to the boss)
* Thus, intuition continues to play a part

 However, Al is getting better at all these things!
e Can CHAT do some legal work? Yes.



To close, Yet Another Finding:
A Surfeit of Lawyers Reduces Economic Growth

If an excess of lawyers reduces lawyers’ incomes, does
this relationship also have a negative impact upon
economic growth?

o ““...the percentage growth rate of real per capita GSP In
state J is (at the 1% statistical significance level) a
decreasing function of the number of attorneys per 1,000
people residing in the state.”

* This growth depressing effect is modest in amount but
strong in terms of its statistical significance and the
confidence we may have in it.



What does all this add up to? Better Call Saul has become a
more common outcome than law schools wish to admit.
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