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Executive Summary

In March 2020, COVID-19 hit Minnesota.
State and local governments enacted
several measures intended to slow the
spread of the virus, chief among these
being “lockdowns” of individuals and
shutdowns of certain “non-essential”
businesses. Both at the state level and
nationally, the economy contracted at the
fastest rate on record and unemployment
rocketed. More than two
years on, economies across
the United States are still
recovering.

From peaks in either the
fourth quarter of 2019 or
first quarter of 2020, every
jurisdiction saw its GDP
trough in the second quarter
of 2020. With a decline of
9.7 percent from peak to
trough, Minnesota was the
28th worst hit jurisdiction
in this initial period.

Three states —including South Dakota —
recovered from this trough in one quarter,
in terms of its GDP regaining its previous
peak. Another six jurisdictions recovered
in two quarters; nine —including lowa
—recovered in three quarters; twelve —
including Minnesota — recovered in four
quarters; four recovered in five quarters;
eight — including Wisconsin — recovered in
six quarters; and, as of the first quarter of
2022, nine —including North Dakota - had
failed to recover.
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“The economy
contracted at the
fastest rate on record
and unemployment
rocketed. More
than two years on,
economies across
the United States are
still recovering.”

»
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Per capita Personal Income derived from
wages and capital shows that for every ju-
risdiction except Alaska the second quarter
of 2020 was the low point, as it was for GDP.
Minnesota's decline of 3.0 percent ranks it
the eighth best out of 51 jurisdictions.

Over the period of the recovery, we see that
seven out of 51 jurisdictions — including
South Dakota — recovered in
one quarter, in terms of per
capita Personal Income derived
from wages and capital reaching
its pre-pandemic peak in real
terms. Another 34 jurisdictions
—including Minnesota,
Wisconsin, lowa, and North
Dakota - recovered in two
quarters. However, six out of 51
jurisdictions have, as of the first
quarter of 2022, failed to return
to their pre-pandemic peak.

Even worse, twelve out of the 44
jurisdictions that regained their pre-
pandemic peak after the second quarter
of 2020 have slipped back and, as of the
first quarter of 2022, have per capita levels
of per capita Personal Income derived
from wages and capital which are below
their pre-pandemic peak in real terms;
this includes Minnesota and Wisconsin:
sustainable incomes are being eroded by
inflation across the United States.

In Minnesota, employment declined by
9.2 percent from February 2020 to the
trough in April. It was the joint eighth best
performing jurisdiction over this period.
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In June 2022, 28 out of 51 jurisdictions — »
including Wisconsin and South Dakota —

had higher levels of employment than they

did in February 2020 while 23 —including

Minnesota, lowa, and North Dakota — had

lower levels: they had yet to regain their
pre-COVID-19 peak levels of employment.
Minnesota's record low unemployment

is, then, the result of Minnesotans

leaving the labor force completely. The

number of Minnesotans who were not »
in the labor force rose by 8.6 percent

between February 2020 and June 2022,

the eighth largest increase across the 51
jurisdictions.

AmericanExperiment.org

Different states pursued different policies
in response to COVID-19. We use publicly
available data to perform a multiple
regression analysis to determine 1) whether
these differences in policy response
account for differences in the observed
economic outcomes and 2) if so, how much
of these differences were they responsible
for?

We estimate that Minnesota's government
policy responses to COVID-19 cost each
resident $1,866 in lost GDP by the end of
the first quarter of 2021, or $7,464 for a
family of four: this was the 15th biggest hit
in the United States.

CENTER OF THE AMERICAN EXPERIMENT -« 3
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Introduction

In March 2020, COVID-19 hit Minnesota.
State and local governments enacted several
measures intended to slow the spread of the
virus, chief among these being “lockdowns”
of individuals and shutdowns of certain “non-
essential” businesses. Both at the state level
and nationally, the economy contracted at
the fastest rate on record and unemployment
rocketed. More than two years
on, economies across the United
States are still recovering!

Since 2016, Center of the
American  Experiment  has
produced an annual report on
Minnesota’s economy. Each one
has used the previous report
as its starting point and added
an additional year of data so
that we can examine the state's

“We will examine the
impact of COVID-19
and government
responses to it over
the last two to three
years. Specifically,
we will attempt to

States grew by 44.9 percent in real terms while
that of Minnesota grew by 37.3 percent. Over the
same period, total employment in the United
States grew by 21.9 percent compared to 13.6
percent in Minnesota. Since 2019, these gaps —
7.6 percentage points for real Gross Domestic
Product (GDP) growth and 84 percentage
points for total employment growth — have
widened. In 2021, Minnesota's
real GDP growth since 2000
lagged that of the United States
generally by 8.6 percentage
points and the shortfall in terms
of total employment growth had
risen, by 2020, to 8.5 percentage
points. To some extent, these
represent  continuations  of
trends seen over the previous
two decades — or longer — but

economic performance over a quantify the cost it is hard to believe that some

span of time, usually from the . . element of this is not a result of

start of the 21t century. These to ane§0tans in the huge economic hit delivered
economic terms

reports are designed to examine
longer-term trends in the state's
economic performance.

The economic dislocation
of the COVID-19 pandemic
has rendered that obsolete, at
least for this year. At the time of
writing (August 2022) the last year for which we
have data is either 2020 or 2021, the years of the
pandemic’s impact and initial recovery. Adding
data for such freak years to the previous twenty
years obscures the longer-term trends that
these reports have been designed to explore.

Figures 1 and 2 — regular features of our
previous economy reports - illustrate this.
Figure 1 shows that, from 2000 to the eve of the
pandemic in 2019, the economy of the United
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of the measures
taken by the state
government to
combat COVID-19.”

by the COVID-19 pandemic and
government responses to it.

This report will be different to
our previous economy reports.
Instead of focusing on long term
economic trends in the state
economy, we will examine the
impact of COVID-19 and government responses
toitoverthelasttwotothreeyears.Specifically,we
will attempt to quantify the cost to Minnesotans
in economic terms of the measures taken by the
state government to combat COVID-19. Much
was made of the benefits of these measures, but
serious consideration of their costs has been
sorely lacking. Assessment of public policy must
take into account costs and benefits.

First, we will outline the measures taken
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FIGURE 1

Real Gross Domestic Product growth, 2000-2021
(2000=100)
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Source: Bureau of Economic Analysis and Center of the American Experiment

by Minnesotas state government to combat
COVID-19. Second, we will examine the impact
of the pandemic and these responses on the
economy, looking at GDP, per capita Personal
Income, and employment. Finally, we will

quantify how much of the decline of GDP can
be attributed to government responses. This
report will not address the question of whether
these policy responses were medically effective.
Readers from other states can skip Section 1.
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«~« AMERICAN
s%/'EXPEancleNT

FIGURE 2
Total Employment growth, 2000-2021
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Section I: The Minnesota state
government’s response to COVID-19°

On January 5, 2020, the Centers for Disease
Control and Prevention's (CDC) National Center
for Immunization and Respiratory Diseases
activated a Center Level Response for a novel
pneumonia of unknown etiology. This was
the first measure taken by an
agency of the United States
government in response to
COVID-19. On January 20, the
CDC confirmed the first U.S.
laboratory-confirmed case of
COVID-19 in the United States.?

Minnesota’s first positive
COVID-19 test was confirmed
on March 6. On March 13,
Governor Tim Walz declared a
peacetime state of emergency.*

OnMarch15,Walzannounced
the temporary closure of all
Minnesota K-12 public schools from March 18
until March 275 The following day he issued an
Executive Order declaring that all businesses
deemed “non-essential” were to close until
March 27. While closed to dine-in customers by
the order, bars and restaurants were allowed
to continue serving customers by take-out or
delivery.® On March 21, Minnesota confirmed its

“Minnesota’s first

positive COVID-19
test was confirmed

on March 6. On
March 13, Governor
Tim Walz declared
a peacetime state of
emergency.”

first death from COVID-19/

On March 25, Walz signed an Executive Order
ordering all Minnesota residents to shelter in
place (SHO) beginning at 11:50pm on March 27
through April 10 at 5:00pm.2 Another Executive
Order extended the previous
statewide closure of all non-
essential businesses until May
1,° and a third extended school
closures and ordered a “Distance
Learning Period” to last from
March 30 until May 4.°

On April 8 Walz extended
the SHO until May 3 at 11:59pm.
He also announced that he
was going to allow hardware
and garden shops to open so
long as they followed all the
Minnesota Department  of
Health guidelines." On April 17, the governor
announced that he was permitting people to
engage in various outdoor activities such as
hiking, fishing, hunting, and motor-boating so
long as they maintained a safe and reasonable
distance from other people. In addition, he
allowed golf courses and bait shops to open.”
On April 30, Walz extended the SHO to Sunday

CENTER OF THE AMERICAN EXPERIMENT « 7
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May 17 at 11:59pm.”

On May 18, the SHO expired and was replaced
with a “Stay Safe Minnesota” order. The governor
alsoannouncedthat bars, restaurants, gyms, and
salons would remain closed™
On May 21, Walz announced
his “Stay Safe MN" plan which
allowed all restaurants and pubs
with outdoor seating to open on
June1at50 percent capacity and
by reservation only. Hair salons
were also allowed to open, also
at 50 percent capacity with
reservation only. All workers in
these businesses were required
to wear face masks at all times,
and customers were strongly
encouraged to do the samel
Under Phase Il of the “Stay Safe MN" plan, on
June 5, the governor allowed all restaurants,
pubs, gyms, and other indoor entertainment
venues to open for indoor dining at 25-50
percent capacity, with a warning that he would
close businesses again if COVID cases started

8 « THE COSTS OF LOCKDOWNS AND SHUTDOWNS: PART |

“These measures
were relaxed as the
peak of infections
ebbed, but capacity
restrictions on bars
and restaurants were
not lifted until May
28, 2021.”

to increase.”®

On July 22, Walz announced a statewide
mask mandate beginning July 25. The mandate
requiredthatfacemasksbeworninstores,public
buildings, and indoor spaces
where people congregate.” On
November 18, with cases rising
again, Gov. Walz introduced his
new ‘Dial Back Minnesota’ plan.
Commencing on November 20,
this four week plan closed down
all pubs, restaurants, and gymes,
as well as all indoor and outdoor
events deemed “non-essential”
for four weeks, even events
that were held inside a private
house. The order discouraged all
non-essential travel and asked
Minnesotans to stay home whenever possible,
especially during the Thanksgiving holiday.®
These measures were relaxed as the peak of
infections ebbed, but capacity restrictions on
bars and restaurants were not lifted until May
28,2021.°
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Section lI: The economic cost of
COVID-19*°

The outbreak of the COVID-19 pandemic and
the state and local government responses —
lockdownsandshutdowns—were
the greatest shock Minnesota's
economy has suffered on
record. In the seven days from
March 16, 2020, to March 22,
126,603 Minnesotans filed for
unemployment insurance? and
the unemployment rate jumped
from 3.9 percent in February
to 108 percent in May.?
Minnesota's GDP recorded its
sharpest drop on record, falling

“The outbreak of the
COVID-19 pandemic
and the state and
local government
responses -
lockdowns and
shutdowns - were
the greatest shock

AmericanExperiment.org

2020 (highlighted in red). The worst hit state
was Nevada which saw its GDP fall in real terms

by 18.2 percent while South
Dakota's suffered least, with a
fall of only 5.8 percent. With a
decline of 9.7 percent from peak
to trough, Minnesota was the
28th worst hit jurisdiction in this
initial period.

South Dakota was also one
of three states to recover from
this trough in one quarter, in
terms of its GDP regaining its
previous peak (highlighted in

by 9.7 percent in real terms from Minnesota’s economy green). These states accounted
the fourth quarter of 2019 to the has suffered on for 5.9 percent of all jurisdictions
second quarter of 2020. record.” in the United States. Another six

Gross Domestic Product

Table 1gives a broad account of the economic
impact of COVID-19 and its aftermath at the
sub-national level.

From peaks in either the fourth quarter of
2019 or first quarter of 2020, every jurisdiction
saw its GDP trough in the second quarter of

jurisdictions (11.8 percent of the

total) recovered in two quarters;
nine (17.6 percent of the total, including lowa)
recovered in three quarters; twelve (23.5 percent
of the total, including Minnesota) recovered
in four quarters; four (7.8 percent of the total)
recovered in five quarters; eight (15.7 percent
of the total, including Wisconsin) recovered in
six quarters; and, as of the first quarter of 2022,
nine (17.6 percent of the total, including North

CENTER OF THE AMERICAN EXPERIMENT « 9
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TABLE 1

Real GDP growth, 2019:Q4 =100

(Sorted by 2020:Q2)

| 2019:Q4 | 2020:Q1 | 2020:Q2 | 2020:Q3 | 2020:Q4 | 2021:Q1 | 2021:Q2 | 2021:Q3 | 2021:Q4 | 2022:Q1

South Dakota 100.0
Utah 100.0
District of Columbia 100.0
Washington 100.0
Montana 100.0
Arizona 100.0
Arkansas 100.0
North Dakota 100.0
Idaho 100.0
Maine 100.0
Nebraska 100.0
Virginia 100.0
lowa 100.0
Delaware 100.0
New Mexico 100.0
Missouri 100.0
Colorado 100.0
South Carolina 100.0
Kansas 100.0
New Hampshire 100.0
Florida 100.0
West Virginia 100.0
Texas 100.0
Minnesota 100.0
Oregon 100.0
North Carolina 100.0
Maryland 100.0
Georgia 100.0
Alabama 100.0
California 100.0
Mississippi 100.0
Massachusetts 100.0
Rhode Island 100.0
Wisconsin 100.0
Oklahoma 100.0
Indiana 100.0
lllinois 100.0
Ohio 100.0
Kentucky 100.0
New York 100.0
Alaska 100.0
Wyoming 100.0
Louisiana 100.0
Vermont 100.0
Pennsylvania 100.0
Connecticut 100.0
New Jersey 100.0
Tennessee 100.0
Michigan 100.0
Hawaii 100.0
Nevada 100.0

100.2]  102.7] 1045 104.8]  104.5]  104.6] 1037
99.7]1024] 1038 1048 1055 107.2]  106.6
96.2 97.8 97.6 991" 1000 100.9] 1006

100.2 99.8] 1018 1044 1050 107.1] 1062
99.0[ 1003 103.0] 1044[ 1043] 1053] 1043
986 1008 100.9] 1024] 1032  104.8  104.1
99.0 99.6 1013 102.3] 1025 103.8] 1035
95.4 95.3 97.4 98.7 98.0 97.5

1004] 101.6] 1032[ 103.9] 1036] 105.7] 1054
98.6] 1007 101.2[ 102.3]  102.8] 1045  104.1
986 1013 1036 1026] 1026 102.4] 1017
97.0 98.6 98.9 99.8 1005] 1020 1015
97.9 99.4 " 1020] 1035] 103.4] 102.8] 1025
96.9 97.4 96.9 98.5 99.7|___1016] 1012
95.6 96.3 97.1 97.8 97.8 99.6
97.4 98.8] 1000 1006[ 1010 1021] 1016
96.3 97.2 99.0[ 1012 1o1.8] 1033[ 1028
99.0 99.9] 101.2| 102.4[ 1028] 1045 104.2
98.0 98.9 99.9 1004] 100.2]  100.6]  100.0
98.9] 1016 1022[ 107.4] 1064] 1085 1088
97.8 98.2 99.8] 1027 103.6] 1055 105.2
97.0 99.1 99.1  1008] 100.3]  100.7 99.2
96.1 97.4 984  1002] 101.1]  1036[  103.0
96.1 97.2 986] _100.9] 101.4] 1027] 1022
96.5 97.3 99.3  1002] 1o1.1]  1034] 1032
97.5 987 1008] 1024 103.0[ 1049 1045
96.0 96.2 98.5 97.6 98.0 99.2
96.4 97.1 98.7] 1006] 101.4] 1032[  103.1
98.0 98.5 99.1 99.9[ 1008[ 1017] 1012
96.9 983 1008 1030 1037] 106.1] 1059
98.4 99.6] 1002 1009 1010 1020 1017
96.1 98.1 99.4] 1015 1025 1044] 1044
97.6 98.7 97.8] _ 101.8] 1024 1037 1036
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98.0 98.5 99.8] 1003 100.6] 1020 1014
95.0 95.8 97.5 99.2 99.8] 101.0] 100.6
91.6 94.4 92.7 93.6 93.7 94.4
92.0 91.9 93.0 93.6 93.3 94.4
94.4 94.4 94.6 96.5 95.9 97.2
96.3 97.2 97.9 98.3 98.4] 1003  100.5
95.6 96.8 97.4 98.5 991 100.7[  100.1
94.4 95.5 95.8 97.5 98.1 99.9
95.5 96.3 98.1 98.6 99.5 1013  100.8
9.7 98.6] 1019 1029 1036] 1061 1058
97.3 97.9 985 1015] 101.5] 1029  102.9
86.6 87.9 88.9 92.9 943 95.6H
92.0 93.1 94.6 98.2 98.8] 1007  100.6
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Dakota) had failed to recover (highlighted in red).

Overall, New Hampshire's economy has fared
best over the period since the fourth quarter of
2019 with real GDP growth of 8.8 percent while
Wyoming has fared worst, with its GDP still 8.0
percent below its pre-COVID-19 peak. With real
GDP growth of 2.2 percent over this period,
Minnesota ranks 24th.

Different sectors of the economy were
impacted to different degrees. Figure 3 shows
how real GDP in different sectors changed
in the two quarters from the
fourth of 2019 to the trough in
the second of 2020. The hardest
hit sector both in Minnesota
and across the United States
was arts, entertainment, and
recreation, where GDP fell by
51.8 percent and 58.8 percent,
respectively. By contrast,
agriculture, forestry, fishing,
and hunting saw GDP increase
by 41 percent in Minnesota
and 34 percent across the United States. The
changes in each sector were broadly similar —
the percentage point difference was < 5 —except
for arts, entertainment, and recreation, where
Minnesota fared better than the United States
generally (+ 6.9 percentage points), and mining,
quarrying, and oil and gas extraction, where it
fared worse (- 11.0 percentage points).

Figure 4 shows how these sectors have fared
in the eight quarters from the low point in the
second quarter of 2020 to the first of 2022. Just
as it led the downturn both locally and nation-
ally, the arts, entertainment, and recreation has
led the recovery, increasing by 100.6 percent in
Minnesota and 104.3 percent across the United
States. GDP in utilities — which “comprises es-
tablishments engaged in the provision of the
following utility services: electric power, natural
gas, steam supply, water supply, and sewage re-
moval“?® —is down in Minnesota and the broader
United States over the course of the recovery,
by 2.5 percent and 6.5 percent respectively. Re-

“Figure 3 shows how
real GDP in different
sectors changed in
the two quarters
from the fourth of
2019 to the trough in
the second of 2020.”

AmericanExperiment.org

tail trade is also slightly down in Minnesota (by
0.1 percent). There is more sectoral variation
over the course of the recovery, with four sec-
tors recording rates of growth or contraction >
5 percentage points different between Minneso-
ta and the United States. These are agriculture,
forestry, fishing and hunting (+ 25.8 percentage
points) and mining, quarrying, and oil and gas
extraction (+ 33.5 percentage points), where
Minnesota fared better than the United States.
Information (which “comprises establishments
engaged in the following pro-
cesses: (a) producing and dis-
tributing information and cul-
tural products, (b) providing the
means to transmit or distribute
these products as well as data
or communications, and (c) pro-
cessing data"®) fared worse (- 9.6
percentage points) as did ac-
commodation and food services
(- 164 percentage points).

Figure 5 brings these changes
together to show in real terms how GDP has
performed in each sector over the course of the
pandemic and subsequent recovery. While the
agriculture, forestry, fishing and hunting sector
has fared best in Minnesota over this period,
the information sector performed best for the
United States overall. Over this longer period,
even greater dispersion of growth rates was
seen, with six sectors recording rates of growth
> 5 percentage points different at the state and
national level. These are agriculture, forestry,
fishing and hunting (+ 27.5 percentage points),
mining,quarrying,andoilandgasextraction(+15.9
percentage points), and arts, entertainment,
and recreation (+ 124 percentage points), where
Minnesota performed better, and information (-
11.9 percentage points) and transportation and
warehousing (- 7.6 percentage points), where
the United States performed better. As of the
first quarter of 2022, 11 of 20 economic sectors
at both the national and state level were above
their pre-pandemic peak in real terms.

CENTER OF THE AMERICAN EXPERIMENT « 17
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FIGURE 3

Change in real GDP by sector, 2019:Q4 to 2020:Q2
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Source: Bureau of Economic Analysis and Center of the American Experiment
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FIGURE 4

Change in real GDP, 2020:Q2 to 2022:Q1
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FIGURE 5

Change in real GDP by sector, 2019:Q4 to 2022:Q1
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Other services (except government and government enterprises) .§74Z'% -
Retail trade '10'8%_5ﬂ
Accommodation and food services '13'8%_9m
. Minnesota Transportation and warehousing -18.8% m
B United States
-30% -20% -10% 0% 10% 20% 30% 40%

Source: Bureau of Economic Analysis and Center of the American Experiment
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Personal Income

To see how individuals fared, we can look at
real terms, per capita data for Personal Income.
This measures how much money is received
by individuals and includes wages, benefits,
proprietor income, dividends, interest, rent,
and transfer payments like Social Security and
veteran's benefits. These can be grouped into
three categories: labor, capital,
and transfers.

Table 2 shows something

AmericanExperiment.org

0.5 percent. Minnesota's decline of 3.0 percent
ranks it the eighth best out of 51 jurisdictions.
The picture is much less uniform over the
period of the recovery. We see that seven out
of 51 jurisdictions (13.7 percent including South
Dakota) recovered in one quarter (highlighted in
green),intermsof PILCreachingits pre-pandemic
peak in real terms. Another 34 jurisdictions (66.7
percent including Minnesota, Wisconsin, lowa,
and North Dakota) recovered in
two quarters. However, six out
of 51 jurisdictions (11.8 percent)

which, at first sight, might
seem rather remarkable. Over
the course of the COVID-19
pandemic, real per capita
Personal  Income  actually
experienced two peaks
(highlighted in green), one in the
second quarter of 2020 (for every
jurisdiction except California) —
which was the trough in terms
of GDP - and a second in the
first quarter of 2021. These peaks
were driven by government
transfers, notably  various
“stimulus” checks. Even so, six
jurisdictions out of 51 had lower
per capita Personal Income in
real terms in the first quarter of
2022 than they did in the fourth
quarter of 2019 (highlighted in

“To see how
individuals fared,
we can look at real
terms, per capita
data for Personal
Income. This
measures how much
money is received
by individuals and
includes wages,
benefits, proprietor
income, dividends,
interest, rent, and
transfer payments
like Social Security
and veteran’s
benefits.”

have, as of the first quarter of
2022, failed to return to their
pre-pandemic peak. Even worse,
perhaps, is the fact that twelve
out of the 44 jurisdictions that
regained their pre-pandemic
peak after the second quarter of
2020 have slipped back and, as
of the first quarter of 2022, have
per capita levels of PILC which
are below their pre-pandemic
peak in real terms; this includes
Minnesota and  Wisconsin.
Worse still, in the first quarter
of 2022, every single jurisdiction
of the 51 had a lower per capita
level of PILC than at some
previous point since the trough
in the second quarter of 2020.
This is in spite of the fact that

red).
We can remove these effects

by removing income from transfers from our
analysis. Looking at real per capita Personal
Income from wages and capital, the picture is
very different, as can be seen in Table 3. Here,
we see that for every jurisdiction except Alaska
the second quarter of 2020 was the low point
(highlighted in red), as it was for GDP. Here,
Personal Income per capita in real terms from
labor and capital sources (PILC) was down the
most from the fourth quarter of 2019 in Nevada
— by 11.8 percent — and the least in Utah — by

in every single jurisdiction, PILC

was higher in nominal terms in
the first quarter of 2022 than it was in the fourth
quarter of 2019: sustainable incomes are being
eroded by inflation across the United States.

Employment

In February 2020, the unemployment rate for
the United States stood at 3.5 percent: by May
this had risen to 14.7 percent, its highest rate
since at least January 1948.% From its February
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TABLE 2

Real per capita Personal Income growth, 2019:Q4 =100

2019:Q4 2020:Q1 2020:Q2 2020:Q3 2020:Q4 2021:Q1 2021:Q2 2021:Q3 2021:Q4 2022:Q1

Alabama 100.0 100.6 110.3 103.9 101.9 116.3 104.1 102.8 102.5]  101.0|
Alaska 100.0 99.3 107.6 99.6 99.7 109.3 101.7 100.4 100.5

Arizona 100.0 100.9 113.4 108.3 104.8 116.5 106.3 105.3 105.1 103.0
Arkansas 100.0 100.4 111.3 102.8 101.9 116.2 105.3 104.0 102.5 101.5
California 100.0 101.2 108.8 109.7 107.0 116.8 110.1 110.0 107.8 107.0
Colorado 100.0 101.1 108.0 102.5 102.6 112.1 105.4 105.0

Connecticut 100.0 100.3 105.7 102.8 102.0 108.8 102.9 102.0

Delaware 100.0 101.2 107.8 102.9 101.9 112.1 103.2 101.8 101.9 101.2
District of Columbia 100.0 101.0 109.9 107.9 106.5 113.0 109.2 108.9 106.8 105.9
Florida 100.0 100.7 108.0 104.3 102.0 114.4 106.1 105.0 105.0 103.6
Georgia 100.0 100.3 110.5 105.9 102.4 115.6 105.9 103.9 103.6 102.1
Hawaii 100.0 100.0 111.8 102.8 101.2 112.2 104.1 103.6 99.8

Idaho 100.0 101.4 110.6 103.4 104.5 116.7 105.0 103.6 104.2 103.1
linois 100.0 100.7 109.0 105.7 104.2 115.6 107.6 106.7 105.7 104.3
Indiana 100.0 100.9 109.1 104.3 104.1 117.5 106.8 105.9 105.3 104.3
lowa 100.0 100.0 110.5 102.6 104.0 115.2 107.0 104.5 102.3 101.9
Kansas 100.0 100.1 109.1 101.8 103.6 112.4 104.8 103.6 102.2 101.0
Kentucky 100.0 100.6 114.7 104.8 104.3 118.3 106.5 106.7 105.4 104.0
Louisiana 100.0 100.3 113.3 106.4 101.4 115.3 106.1 105.9 103.5 101.9
Maine 100.0 101.2 114.1 103.9 104.7 116.6 106.4 104.9 104.1 102.9
Maryland 100.0 101.0 108.7 105.5 103.0 113.5 104.0 103.2 102.0 101.1
Massachusetts 100.0 101.1 111.3 105.5 105.3 113.2 107.7 106.9 104.3 103.9
Michigan 100.0 100.3 116.0 107.2 103.5 116.9 107.1 104.0 101.6 100.7]
Minnesota 100.0 100.9 111.5 103.5 103.2 113.4 106.5 104.1 102.4 101.6
Mississippi 100.0 100.7 114.7 105.6 103.0 120.1 106.5 105.1 103.8 102.2
Missouri 100.0 100.6 110.7 102.7 102.7 115.2 105.1 102.9 102.2 101.1
Montana 100.0 99.4 112.5 102.6 103.8 115.5 106.2 103.4 103.4 102.1
Nebraska 100.0 100.5 109.4 102.1 105.5 115.3 109.1 107.0 105.5 104.8
Nevada 100.0 101.5 108.7 102.4 100.2 113.2 104.7 104.0 102.2 101.3
New Hampshire 100.0 101.4 108.8 103.2 104.2 112.1 107.8 106.8 106.6 106.0)
New Jersey 100.0 101.1 107.3 104.6 103.5 112.0 105.0 104.4 102.3 101.1
New Mexico 100.0 101.2 112.5 106.0 102.9 117.4 105.7 105.0 104.1 102.9
New York 100.0 100.5 109.8 106.8 102.4 113.8 106.3 105.6 103.4 102.7,
North Carolina 100.0 100.9 109.7 103.7 102.5 115.9 105.3 104.9 104.6 103.4
North Dakota 100.0 101.1 110.6 101.5 103.9 113.5 109.2 106.5 102.5 102.4
Ohio 100.0 100.9 111.6 105.5 103.6 116.7 105.6 103.5 102.9 101.9
Oklahoma 100.0 99.3 109.3 100.2 99.9 111.9 102.2 100.5 101.0

Oregon 100.0 101.0 110.0 105.2 105.0 116.0 106.5 106.5 104.6 103.7
Pennsylvania 100.0 100.5 112.0 107.5 103.5 114.2 105.9 104.6 102.9 102.1
Rhode Island 100.0 100.6 112.7 107.1 103.4 114.0 106.6 104.6 102.4 101.4
South Carolina 100.0 100.6 111.0 103.4 102.3 115.7 104.4 102.9 102.6 101.1
South Dakota 100.0 102.2 111.1 103.4 108.6 117.0 110.7 108.5 106.9 106.5
Tennessee 100.0 100.4 108.0 102.7 101.5 114.9 104.2 103.4 103.2 102.2
Texas 100.0 99.5 106.5 102.2 100.4 111.9 103.5 102.6 102.7 101.3
Utah 100.0 100.4 109.6 102.5 104.5 115.0 104.8 103.8 104.9 103.2
Vermont 100.0 101.3 114.0 104.1 103.2 114.0 103.6 102.0 100.4

Virginia 100.0 100.9 107.9 103.7 103.4 112.3 103.8 103.1 102.7 101.8
Washington 100.0 101.2 109.4 105.2 103.7 113.4 107.2 105.4 104.7 102.8
West Virginia 100.0 100.6 115.7 103.6 102.5 118.0 105.3 103.7 104.4 103.2)
Wisconsin 100.0 100.2 109.0 101.8 103.2 113.2 103.5 102.8 101.7 101.1
Wyoming 100.0 99.4] 1054 97.8 98.5] _ 107.9 99.8 98.1 98.5 G0

Source: Bureau of Economic Analysis and Center of the American Experiment
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TABLE 3

Real per capita Personal Income from labor and
capital sources growth, 2019:Q4 = 100
(Sorted by 2020:Q2)

2019:Q4 2020:Q1 2020:Q2 2020:Q3 2020:Q4 2021:Q1 2021:Q2 2021:Q3 2021:Q4 2022:Q1

Utah 100.0 103.8 102.1 101.9 101.9 103.3 102.3
South Dakota 100.0 109.1 104.9 108.9 107.0 105.2 105.2
District of Columbia 100.0 102.9 102.8 103.5 104.8 105.0 104.4
Arizona 100.0 102.8 100.7 101.3 101.8 102.3 101.3
Idaho 100.0 103.7 101.4 101.5 100.8 101.9 101.5
Nebraska 100.0 105.1 102.6 106.2 104.3 102.6 102.9
Washington 100.0 102.2 102.0 103.2 103.1 103.4 101.9
Minnesota 100.0 101.5 100.0 102.3 101.2 100.2 99.9
Virginia 100.0 101.3 100.0 99.8 100.0 100.4 99.7
Arkansas 100.0 100.9 100.6 101.8 101.9 100.9 100.6
Maryland 100.0 100.9 101.5 99.7 100.1 100.0 99.5
Missouri 100.0 101.7 100.9 101.3 100.8 100.3 99.9
Montana 100.0 102.9 101.1 102.5 100.8 101.3 100.4
Colorado 100.0 100.6 100.4 101.5 101.9 103.5 102.8
Maine 100.0 102.7 100.9 101.7 101.9 102.1 101.3
North Dakota 100.0 102.7 101.0 106.4 105.1 100.5 101.0
Wisconsin 100.0 101.7 99.6 99.9 100.4 99.9 99.7|
Alaska 100.0 99.3 96.1 96.4 96.8 97.3

Kansas 100.0 102.4 99.9 101.9 101.2 100.4 99.7
Florida 100.0 100.0 99.5 101.3 102.0 102.9 101.7
New Hampshire 100.0 102.8 100.6 105.1 105.6 105.7 105.3
lowa 100.0 103.0 100.9 103.8 102.8 100.6 100.9
Oregon 100.0 101.1 100.3 100.8 102.2 101.8 101.2
California 100.0 103.2 103.4 104.3 105.3 105.7 105.5
North Carolina 100.0 101.0 100.8 100.9 101.4 102.2 101.6
Louisiana 100.0 98.7 98.1 100.1 100.3 99.6 98.8
West Virginia 100.0 100.4 98.9 99.8 99.9 100.7 100.1
Massachusetts 100.0 101.8 100.6 101.4 102.9 102.5 102.4
South Carolina 100.0 100.7 99.9 100.3 100.3 100.4 99.7
Illinois 100.0 100.9 101.3 102.2 102.1 103.3 102.4
Ohio 100.0 101.0 100.2 100.5 100.4 100.5 100.2
Oklahoma 100.0 98.1 96.0 97.3 97.2 97.9 96.9
Rhode Island 100.0 101.2 99.1 101.6 101.3 101.4 100.9
Alabama 100.0 100.7 99.9 100.1 100.1 100.0 99.4
Georgia 100.0 100.3 100.0 101.5 101.3 101.2 100.4
New Mexico 100.0 98.7 96.5 96.9 97.9 98.7 98.3
Kentucky 100.0 100.8 100.0 100.3 100.7 100.3 100.0
Connecticut 100.0 99.8 98.6 99.0 99.2 98.7 98.3
Mississippi 100.0 101.7 100.8 102.1 102.4 101.1 100.9
New Jersey 100.0 100.1 100.0 99.8 100.6 100.8 100.2
Indiana 100.0 102.3 102.0 102.5 102.5 102.9 102.7
Pennsylvania 100.0 100.3 99.2 99.5 99.7 100.4 100.1
New York 100.0 99.3 99.9 100.3 101.3 102.2 101.8
Vermont 100.0 100.5 99.0 98.8 99.4 99.2 98.9
Texas 100.0 97.9 97.4 98.5 99.4 100.1 99.5
Delaware 100.0 100.3 98.9 98.8 99.0 100.3 99.7
Tennessee 100.0 100.4 100.7 100.9 101.5 102.0 101.7|
Wyoming 100.0 96.7 95.3 95.7 95.0 95.8 94.4
Michigan 100.0 100.2 99.1 100.9 99.9 99.1 98.9
Hawaii 100.0 94.6 93.7 96.2 98.4 96.0 94.8
Nevada 100.0 95.6 94.8 97.6 99.4 99.4 99.2

Source: Bureau of Economic Analysis and Center of the American Experiment
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2020 peak, Total Nonfarm employment in the
United States plunged by 14.4 percent by April.?6
Figure 6 shows how total employment
changed in 51 jurisdictions from the national
peak in February 2020 to the trough in April.
Employment in Nevada fell by 31.9 percent
while the drop in Wyoming was just 34 percent.
Minnesota, where the decline
was 9.2 percent, was the
joint eighth best performing
jurisdiction over this period.

Figure 7 shows the change
in total employment in the 51
jurisdictions from that trough
in April 2020 to June 2022, the
recovery period. Unsurprisingly,
we see that the states which saw
the steepest fall in employment
from peak to trough — Nevada,
Michigan, and Hawaii — have led
the way in the recovery: they
had more scope for job creation
given the scale of the previous
job destruction. This goes a
long way towards explaining
Minnesota's performance:
losing fewer jobs from February
to April 2020 compared to other states means
Minnesota needed to recover fewer jobs to
regain its pre-pandemic employment levels. It
now ranks eleventh from bottom in terms of job
creation over the course of the recovery.

Figure 8 puts these changes together to see
how total employment has changed since the
pre-pandemic peak. This shows that 28 out of
51jurisdictions —including Wisconsin and South
Dakota — had higher levels of employment in
June 2022 than they did in February 2020 while
23 — including Minnesota, lowa, and North
Dakota — had lower levels: they had yet to regain
their pre-COVID-19 peak levels of employment.

How do we square this with Minnesotas
historically low rate of unemployment which,
at 1.8 percent in June 2022, was the lowest ever
recorded by a state in over half a century of

18 « THE COSTS OF LOCKDOWNS AND SHUTDOWNS: PART |

“Crucially, people
who are unemployed
and not looking for
work are not counted
in the labor force.
Because of this, it
is possible for the
unemployment rate
to fall without the
number of people
employed rising if
people simply give
up looking for work.”

recordkeeping?

The Bureau of Labor Statistics (BLS) divides
Minnesota’s population up into those in the
labor force and those who are not. In turn,
those who are in the labor force are divided
between those who are employed and those
who are unemployed but looking for work. The
unemployment rate is calculated
by dividing the number of
people who are unemployed
but looking for work by the total
number of people in the labor
force. Crucially, people who are
unemployed and not looking
for work are not counted in the
labor force. Because of this, it is
possible for the unemployment
rate to fall without the number
of people employed rising if
people simply give up looking
for work. So, to properly assess
the employment situation in
Minnesota, we need to look at
three things: changes in the
number of people unemployed,
changes inthe number of people
employed, and changes in the
number of people not in the labor force at all.

Figure 9 shows the change in the number
of people unemployed in each state and the
District of Columbia since the pre-pandemic
peak in employment in February 2020. It shows
that Minnesota has seen the steepest drop in
the country in the number of people counted
as unemployed, by 53.5 percent. But, as Figure
8 shows, this is not the result of employment
rising over the period — it is down by 0.2 percent.
Instead, it is the result of Minnesotans leaving
the labor force completely. As Figure 10 shows,
the number of Minnesotans who were not in the
labor force rose by 8.6 percent between February
2020 and June 2022, the eighth largest increase
across the 51 jurisdictions. In short, Minnesota's
falling unemployment rate is entirely down to
people leaving the labor force.
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FIGURE 6

Change in Total Employment, February 2020 to April
2020
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FIGURE 7

Change in Total Employment, April 2020 to June 2022
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FIGURE 8

Change in Total Employment, February 2020 to June

2022
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Change in total Unemployed, February 2020 to June
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FIGURE 10

Change in total not in the labor force, February 2020
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Section Ill: How much of the cost was
due to government measures?

Different states pursued different policiesin
responseto COVID-19.Figure 11shows the daily
stringency index compiled by the Blavatnik
School of Government at Oxford University
for Minnesota and its neighbors from January
1, 2020, to March 31, 2021. We
see that all states tightened
stringency  significantly in
March 2020, although the
peaks differed somewhat. After
that, the stringency values fall
at different times and rates and
reasonably large differences
persist with Minnesota and
Wisconsin  generally more
stringent than lowa or the
Dakotas.

Did these differences in policy response
account for differences in the observed
economic outcomes? If so, how much of these
differences were they responsible for? Our
hypothesis is that more stringent measures
caused greater economic damage in terms of
lower per capita GDP. Our null hypothesis, then,
is that there is no relationship between levels of
stringency and changes in real GDP.

24 - THE COSTS OF LOCKDOWNS AND SHUTDOWNS: PART |

“Our hypothesis is
that more stringent
measures caused
greater economic
damage in terms
of lower per capita
GDP.”

Variables

We will focus our analysis on GDP, a standard
measure of a state's economic health. Our
response (or outcome) variable will be:

REALGDP - This is the
percentage change in real GDP
from quarter to quarter for the
five quarters 2020:Q1, 2020:Q2,
2020:Q3, 2020:Q4, and 2021:Q1
using seasonally adjusted data
from the Bureau of Economic
Analysis, as shown in Table 4.7
To try to explain the changes
in REALGDP, we wuse four
explanatory (or factor) variables.

STRINGENCY - To quantify the different state
responses we use the Coronavirus Government
Response Tracker compiled by the Blavatnik
School of Government at Oxford University. This
gave the 50 states and District of Columbia adaily
index number up to April 28,2021, quantifying the
stringency of their policy response to COVID-
19.2 We will use the average daily stringency
score over the quarter, shown in Table 5.

(Governor Walz) Photo Courtesy: Lorie Shaull/Flickr.com
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FIGURE 11

COVID-19 stringency index
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Source: Blavatnik School of Government at Oxford University and Center of the American Experiment

CASES - State government anti-COVID-19
policies were not the only influence working
on state economies over this period. Foremost
among these was the virus itself. We can
hypothesize that, to some extent, people
reacted to it by staying home even without the
governmenttellingthemto.? Thisimposed some
economic costindependent of any actions taken
by state government. But how do we quantify
the virus to test this? There are three possible
measures: cases, hospitalizations, and deaths,
all adjusted for population. There are drawbacks
to using cases as a measure as there were many
asymptomatic cases of COVID-19 where those
infected never knew they had been.** The only
data we have for cases then is for diagnosed
cases, which is not the same thing, and could

be a function of a more extensive testing
regime rather than of an increased prevalence
of the virus.®® Newly diagnosed cases was,
nevertheless, the number generally reported so,
to the extent that people reacted to this news,
it seems reasonable to use this — the average
daily number of new cases in a quarter taken
from the CDC — as an explanatory variable,
shown in Table 6.%

TAXES - Fiscal policies also differ across states
and this, too, could account for some of the
differencesinthe observed economic outcomes.
The Tax Foundation's State Business Tax Climate
Index awards each jurisdiction a score, and we
can use these scores for 2020 and 2021 as an
explanatory variable, shown in Table 7.3
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ARTS & LEISURE GDP - |t is also
clear from Figure 3 that, at both the
national and local level in Minnesota,
the economic impacts of COVID-19
were much heavier in two sectors
of the economy than in others:
arts, entertainment, and recreation
and accommodation and food
services. Nationally, the decline in
arts, entertainment, and recreation
GDP from the fourth quarter of 2019
to the second quarter of 2020 was
58.8 percent, more than double the
decline in the third most heavily
impacted sector nationally, which
was transportation and warehousing
declining by 247 percent. The
second worst hit sector nationally
in that period, accommodation and
food services, saw a decline of 48.0
percent, nearly double the decline of
transportation and warehousing. It
seems reasonable to assume, then,
that jurisdictions with higher shares
of their overall GDP in these sectors
going into the pandemic would have
been more heavily impacted. Indeed,
while the share of United States GDP
derived from arts, entertainment,
recreation, accommodation, and
food services was 3.9 percent in 2019,
for Hawaii it was 11.1 percent and for
Nevada it was 15.2 percent, as Figure
12 shows. As Table 1 shows, these
were the two worst hit states between
the fourth quarter of 2019 and the
first quarter of 2022. So, another
explanatoryvariable will be the share of
the jurisdiction's economy accounted
for by the arts, entertainment,
recreation, accommodation, and food
services sector in 2019, provided by
the Bureau of Economic Analysis,
shown in Figure 12.3

TABLE 4

Real GDP growth rates
[ wommeemmaer |

2020:Q1 [2020:Q2 |2020:Q3 ]2020:Q4 |2021:Q1
Alabama -1.1 -9.0) 9.0 0.5 0.6
Alaska -1.6 -9.6) 2.9 3.1 -1.8
Arizona -1.2 -6.3 6.6 2.1 0.1
Arkansas -0.7 -6.9 7.2 0.6 1.7
California -1.3 -8.9 7.8 1.4 2.6
Colorado -0.9 -8.5 6.1 0.9 1.8
Connecticut -2.2 -10.1 7.4 1.1 0.3
Delaware -2.5 -6.7 6.5 0.6 -0.5
District of Columbia -0.7 -6.0) 3.1 1.6 -0.2
Florida -1.2 -8.4 8.0 0.5 1.6
Georgia -1.9 -8.1 6.9 0.7 1.7
Hawaii -2.7 -14.2 3.7 1.4 1.2
Idaho -0.2 -7.5 8.5 1.5 1.7
Illinois -1.9 -9.0 6.9 0.9 2.4
Indiana -0.8 -10.0| 10.6 1.1 2.4
lowa -1.8 -6.9 7.1 1.5 2.6
Kansas -1.0 -8.4 8.0 0.9 1.0
Kentucky -1.1 -9.9 10.1 0.5 1.3
Louisiana -2.2 -9.6 6.7 0.1 0.2
Maine -0.5 -7.8 7.6) 2.0 0.6
Maryland -1.3 -8.6 6.4 0.1 2.4
Massachusetts -0.8 -9.5 7.1 2.0 1.3
Michigan -1.1 -12.3 12.2 0.6 0.7|
Minnesota -1.6 -8.2 6.4 1.2 1.4
Mississippi -0.6 -9.6 9.4 1.3 0.6
Missouri -1.3 -8.0) 7.3 1.4 1.1
Montana -1.3 -6.0 6.8 1.3 2.7
Nebraska -1.0 -7.6) 7.8 2.7 2.3
Nevada -0.5 -17.8 12.4 1.2 1.6
New Hampshire 0.4 -9.8 9.2 2.8 0.6]
New Jersey -0.6 -11.6 8.7 0.8 1.8]
New Mexico -0.1 -9.1 5.2 0.7 0.9
New York -1.5 -9.6) 6.8 0.8 1.7
North Carolina -1.1 -8.8| 8.0 1.2 2.3
North Dakota 0.5 -8.1 3.3 -0.1 2.2]
Ohio -1.2 -9.6) 9.0 1.0 0.8
Oklahoma -2.3 -8.6) 5.9 0.2 -0.1]
Oregon -1.0] -8.8| 6.9 0.9 2.0
Pennsylvania -1.3 -10.7 8.5 1.3 0.7
Rhode Island -1.3 -9.2 8.8 1.1 -0.9
South Carolina -1.4 -8.0) 9.2 0.9 1.3
South Dakota 1.6 -7.3 6.3 2.5 1.7
Tennessee -0.7 -12.3 11.0 2.0 3.3
Texas -1.8 -8.0) 6.4 1.3 1.0
Utah -1.5 -4.5 6.0 2.7 1.3
Vermont -0.3 -11.5 9.1 0.9 0.7
Virginia -1.3 -7.3 6.1 1.6 0.3
Washington -0.7 -6.5 7.9 -0.4 2.0
West Virginia -0.9 -8.8 7.4 2.1 0.0
Wisconsin -2.3 -8.2 7.6 1.3 0.4
Wyoming -2.3 -9.4 4.0 -0.2 1.2

Source: Bureau of Economic Analysis and Center of the
American Experiment
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TABLE 5 TABLE 6
Average daily stringency Average newly

T S — diagnosed cases of

2020:Q1 [2020:Q2 |2020:Q3 |2020:Q4 [2021:Q1 COVI D-1 9 per 100 ooo
Alabama 14.9 65.9 47.4 435 45.5 J

Aok 2l rod el sl sed

Arizona 15.8 61.6 60.5 54.9 57.7 2020:Q1 [2020:Q2 [2020:Q3 [2020:Q4 |2021:Q1
Arkansas 14.3 68.1 60.9 56.5 54.8] Alabama 0.3 8.2 25.0 45.0 33.8]
California 22.2 73.6 66.0 61.7 61.1 Alaska 0.2 1.2 10.3 56.2 22.4
Colorado 16.9 75.0 60.2 57.0 57.1 Arizona 0.3 11.9 21.1 45.7 49.8|
Connecticut 20.8 76.3 67.0 66.5 64.5 Arkansas 0.3 7.4 22.7 51.0 38.8
Delaware 20.9 81.1 63.7 56.2 57.8| California 0.3 6.0| 16.2 39.1 37.6)
District of Columbia 16.2 83.5 71.8 67.0 62.9 Colorado 07 5.7 73 517 23.
Florida 186 762] 663  400] 481 Connecticut 12l 132 33 3871 386
Georgia 12.7 723 64.2 59.3 56.41 Delaware 0.5 12.4 9.7 40.7 41.2]
Hawaii 174 739 787 764 765 FDliSt,rL“ of Columbia (1)'2 f; 2;'2 ;ii gzg

Idaho 14.6 69.7 55.3 56.6 517 orca : : : : :
Illinois 19.3 78.2 56.6 57.9 58.0 Georgja 0.6 7.9 27 335 40.7
Hawaii 0.3 0.5 8.7 6.4 6.3

Indiana 18.4 66.5 48.8 46.4 54.0) Idaho 04 33 711 8.3 2.7
lowa 14.7 65.1 48.3 46.8 4.1 Illinois 0.7 11.9 129 ses| 244
Kansas 15.2 71.3 57.2 55.6 55.6 Indiana 0.5 7.0 11.9 62.7 28.9
Kentucky 20.9 83.2 65.8 60.2 58.5 lowa 0.2 9.8 20.4 65.4 24.5
Louisiana 16.6 70.3 66.2 59.7 61.1 Kansas 0.2 5.2 16.8 60.2 30.3
Maine 18.9 88.6 79.4 63.8) 57.0) Kentucky 0.2 3.9 13.9 48.4 37.9
Maryland 17.9 85.0 57.1 60.1 59.8| Louisiana 1.6 12.5 25.6 34.5 31.0]
Massachusetts 18.7 72.9 61.7 60.5 70.5 Maine 0.4 2.3 1.7 16.4 20.5
Michigan 20.7 66.5 56.0 58.5 60.0) Maryland 0.4 11.7 10.1 26.8 24.2
Minnesota 20.0 70.6 59.8 59.9 57.5 Massachusetts 1.3 15.2 4.1 37.6 41.2
Mississippi 13.0 72.0 57.5 52.2 50.1 Michigan 2.8 115 12.7 37.5 23.1
Missouri 18.0 65.6 45.3 48.0 52.0 Minnesota 0.2 6.9 11.9 60.2 20.1]
Montana 17.0 705 570 4 514 Mississi;.)pi 1.1 11.4 25.2 44.3 317
Nebraska 17.4 72.5 54.5 514 47.9 Missourt 06 4.1 198 552 214
Nevada 161 695 587 525  56.2 Montana 03 08 124 682 235
- Nebraska 0.1 10.6 14.7 67.4 24.8)

New Hampshire 17.6 78.0 47.2 46.4 47.6 Nevada 05 6.2 14 505 28.2
New Jersey 18.8 77.4 60.3 54.7 53.7| New Hampshire 0.4 43 20 282 32.4
New Mexico 18.1 85.1 80.7 74.5 66.6| New Jersey 2.9 18.2 4.4 37.2 45,6
New York 22.3 79.5 73.1 72.7 65.8 New Mexico 0.2 6.1 8.9 58.2 25.6]
North Carolina 16.3 72.8 64.5 64.5 68.0 New York 23 7.9 2.0 18.0 26.4
North Dakota 15.2 52.7 44.4 47.7 41.5 North Carolina 0.2 6.7 15.1 35.1 38.0)
Ohio 23.0 73.4 63.6 56.4 56.3 North Dakota 0.2 4.9 26.0 98.4] 15.0
Oklahoma 18.3 62.7 42.9 42.3 46.2 Ohio 0.3 4.6 9.4 50.4] 29.9
Oregon 16.5 70.5 62.7 60.1 61.1 Oklahoma 0.6 4.8 20.7 63.4 32.8
Pennsylvania 18.2 72.7 62.2 57.7 51.1 Oregon 0.2 21 6.4 20.6 13.4
Rhode Island 21.6 78.0 67.0 66.8 61.1 Pennsylvania 0.5 7.3 6.2 40.5 32.8
South Carolina 18.9 69.8 53.3 52.4 47.2 Rhode Island 0.6 15.5 7.6 6121 457
South Dakota 16.8 54.7 45.7 416 41.9 South Carolina 0.3 7.4 23.9 35.7 51.3
Tennessee 15.2 69.3 59.3 55.5 58.3 South Dakota 0.2 82 191 o4l 233
o e e [ e
Utah 166 59.3 52.5 524 40.9 Utah 0.4 7.3 16.7 67.4 36.9
Vermont 20.3 75.6 65.5 65.7 69.1 Vermont 0.6 14 0.8 91 19.0
Virginia 14.8 74.5 56.2 53.5 60.0 Virginia 02 78 108 250 342
Washington 183 72.4 63.7 61.7 61.1 Washington 1.0 3.9 7.9 22.0 17.1
West Virginia 17.0 71.7 57.8 52.9 52.4 West Virginia 0.1 1.7 7.9 4.2 35.0
Wisconsin 19.1 66.1 53.9 55.4 56.0 Wisconsin 0.3 5.7 18.0 72.2 21.8
Wyoming 18.1 70.6 59.5 60.2 62.7| Wyoming 0.3 2.6 8.4 72.4 22.9

Source: Blavatnik School of Government at Oxford University Source: Centers for Disease Control and Prevention and

and Center of the American Experiment Center of the American Experiment
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TABLE 7
State Business Tax Climate Index score

2020 2021
Alabama 4.50 4.47,
Alaska 7.27 7.28]
Arizona 5.15 5.13
Arkansas 4.37 4.39
California 4.01 4.00]
Colorado 5.19 5.18]
Connecticut 4.21 4.24]
Delaware 5.47 5.44]
District of Columbia 4.30 4.32
Florida 6.86 6.89)
Georgia 4.93 4.97|
Hawaii 4.67 4.66
Idaho 5.22 5.20]
lllinois 4.80 4.75)
Indiana 5.59 5.58]
lowa 4.34 4.50]
Kansas 4.83 4.88|
Kentucky 5.22 5.23]
Louisiana 4.47 4.46)
Maine 4.98 4,99
Maryland 4.44 4.42
Massachusetts 4.91 4.92
Michigan 5.41 5.42]
Minnesota 4.26 4,26
Mississippi 4.96 4,96
Missouri 5.36 5.45
Montana 6.08 6.07
Nebraska 5.01 5.00
Nevada 5.91 5.90
New Hampshire 6.04 6.05)
New Jersey 3.29 3.34|
New Mexico 5.09 5.17
New York 4.03 4.06
North Carolina 5.51 5.51]
North Dakota 5.28 5.29
Ohio 4.66 4.64
Oklahoma 4.98 4.97
Oregon 5.75 5.42|
Pennsylvania 5.00 5.01
Rhode Island 4.65 4.68
South Carolina 491 4.92
South Dakota 7.42 7.42]
Tennessee 5.27 5.25
Texas 5.50 5.46
Utah 5.62 5.60
Vermont 4.43 4.45]
Virginia 5.08 5.04
Washington 5.34 5.33]
West Virginia 5.18 5.17|
Wisconsin 5.05 5.06
Wyoming 7.62 7.72

Source: The Tax Foundation
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FIGURE 12

Arts, entertainment, recreation, accommodation, and
food services share of total GDP, 2019
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TABLE 8

Dependent Variable: REALGDP

Date: 07/05/22 Time: 13:32

Sample: 202001 202101

Periods included: 5

Cross-sections included: 51

Total panel (balanced) observations: 255

Method: Panel EGLS (Period random effects)

Swamy and Arora estimatar of component variances

Yariable Coefficient Std. Error t-Statistic Prob.

TAXES -0.044814 0165274  -0.271148 0.7866

STRINGEMCY -0.050983 0.018937  -2.692262 0.0077

ARTSLEISURE -0.075835 0.066868  -1.134096 0.2581

CASES -0.000413 0.013022  -0.031744 0.9747

C 3164246 1.498916 2111022 0.0360
Effects Specification

s.D. Rho

Cross-section fixed (dummy variables)
Feriod random
|diosyncratic random

0.000000 0.0000
1.915132 1.0000

Weighted Statistics

R-squared 0903598 Mean dependentvar -0.057255
Adjusted R-squared 0877569 S.0. dependentvar 5 476652
S.E. ofregression 1916288 Sum squared resid 7344322
F-statistic 3471551 Durbin-Watson stat 2125190
Prob(F-statistic) 0.000000

Unweighted Statistics

R-squared 0903598 Mean dependentvar -0.057255
Sum squared resid 7344322 Durbin-Watson stat 2125190

Results

Table 8 shows the results of a multiple panel
regression measuring the impact of our chosen
explanatory (or factor) variables on the growth
rate of real GDP.*®

The Prob(F-statistic) tells us whether or not
the model as a whole is statistically significant.
In this case, the p-value is less than 0.05: in other
words, there is a less than 5 percent chance
that the null hypothesis is true indicating we
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can reject it. This indicates that our explanatory
variables combined have a statistically
significant association with real GDP growth
rates.

The individual p-values (Prob.) tell wus
whether or not each explanatory variable is
significant. We can see that, while STRINGENCY
is statistically significant (p < 0.05), none of the
other explanatory variables are (p > 0.05). This
addresses concerns about multicollinearity, the
possibility that stringency and cases might rise



and fall together. Multicollinearity usually just
reduces the power of the significance test on
those variables, so it does not appear to be a
problem.

The Adjusted RSquare value of 0.877 indicates
that 877 percent of the variation in real GDP
growth rates can be explained by differences in
taxes, stringency, the share of employment in
arts and leisure in 2019, and cases.

The Coefficients of each explanatory variable
tellusthe average expected changeinthe growth
rate of real GDP, assuming the
other explanatory variables
remain constant, for each point
increase in the stringency index.
In this case, for each point
increase in the stringency index,
the growth rate of real GDP is
expected to decrease by 0.05
percentage points.

We can use this coefficient
to make a quantitative estimate
of the impact of stringency —
government policy responses to
COVID-19 —on real GDP growth.

First, we calculate the effect of stringency
with the following equation:

stringency effect = -0.05 x change in
stringency

So, where Minnesotas stringency score in
Q1:2020 was 20.0 and in Q2:2020 it was 70.6,
ceteris paribus the stringency effect on real
GDP growth will have been:

-2.5=-0.05x(70.6 - 20.0)

In other words, the increase in stringency
from 20.0 in the first quarter of 2020 to 70.6 in
the second quarter of 2020 lowered the growth
rate of real GDP from the first quarter to the
second by 2.5 percentage points.

We can then subtract the stringency effect
fromthe observedchangeinreal GDPtoestimate
what that would have been without these policy

“Minnesota’s GDP in
the first quarter of
2021 was 3.1 percent
($10.6 billion)
lower as a result of
its government’s
policy response to
COVID-19, ranking it
25th.”

AmericanExperiment.org

responses, as the following equation shows:

real GDP growth without response = real
GDP growth rate — stringency effect
Again, in Minnesotas case, for the first to
second quarters of 2020 this gives:

-5./=-82--25

This tells us that, without government policy
responses to COVID-19, Minnesotas real GDP
growth from the first to the
second quarter of 2020 could
have been -5.7 percent instead
of the -82 percent actually
observed.

We can repeat this for each
jurisdiction in each quarter to
come up with estimated real
GDP growth rates without
government COVID-19
responses. We can apply these
rates for the five quarters
2020:Q1, 2020:Q2, 2020:Q3,
2020:Q4, and 2021:Q1 to the level
of GDP in Q4:2019 to estimate what per capita
GDP would have been without government
policy responses to COVID-19.

Figure 13 shows the difference between
actual GDP in the first quarter of 2021 and
our estimate of GDP in that quarter without
government policy responses to COVID-19.
Hawaii suffered the greatest loss resulting
from its government’s policy responses, with
GDP lower by 4.2 percent (3.1 billion) in the first
quarter of 2021 than it would have been without
these responses. At the other end of the scale
is Utah, whose government policy responses
to COVID-19 imposed an economic cost of 2.1
percent of GDP ($3.9 billion). Minnesota's GDP
in the first quarter of 2021 was 3.1 percent ($10.6
billion) lower as a result of its government’s
policy response to COVID-19, ranking it 25th.

Figure 14 puts this into some perspective,
dividing these dollar losses by the population
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to derive a per capita loss. Here, the District of
Columbia was by far the worst hit jurisdiction
with a per capita GDP loss of $6,152 by
the first quarter of 2021 resulting from its
government’s COVID-19 policy response. This
should be qualified, however, by noting that
it is one of the easier jurisdictions to move
out of while still working and producing GDP
there. Its population decline — 2.5 percent
from 2019 to 2021 — was the steepest among
the 51 jurisdictions, indicating that a fall in the

32 « THE COSTS OF LOCKDOWNS AND SHUTDOWNS: PART |

denominator played a more significant role in
the result of this equation than elsewhere. At
the other end of the scale is Mississippi, whose
government's COVID-19 policy responses
imposed costs of “only” $1,004 per person
by the first quarter of 2021. Minnesota's
government policy responses to COVID-19 cost
each resident $1,866 in lost GDP by the end of
the first quarter of 2021, or $7464 for a family of
four: this was the 15th biggest hit in the United
States.



GDP loss resulting from state and local anti-COVID-19
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FIGURE 13

measures, Q1:2021
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FIGURE 14

Per capita GDP loss resulting from state and local
anti-COVID-19 measures, Q1:2021
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Conclusion

Public policy must be judged on its costs as well
as its benefits. This paper attempts to quantify
the economic costs of the unprecedented
peacetime impositions on economic life by
state and local governments in response to
COVID-19. Such attempts are absolutely crucial
to the evaluation of public policy.

These estimates do not say whether these
policy responses were right or wrong. To repeat,
their benefits, as well as these costs, must be
weighed to make that judgement. The question,

AmericanExperiment.org

then, is what were the medical benefits of
these policy responses, the lockdowns and
shutdowns? This paper makes no attempt to
answer that question, but, when such estimates
are offered, we now have something to place in
the other scale.®* We can now begin to answer
the question of whether the cost of these
policy responses — $7464 for a family of four
Minnesotans over the first year of the pandemic
— were worth the benefits.
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