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Key Takeaways

+  This report measures the economic and health impacts of various states’ responses to the COVID-19
pandemic. Tennessee, Georgia, Kentucky, and Michigan were chosen in order to compare states that
tried a more balanced approach versus states that imposed tougher economic restrictions in the name
of public safety.

«  Tennessee's and Georgia's economies were less impacted and lost fewer jobs during the pandemic
than Kentucky and Michigan, which implemented more economic restrictions.

+  Thebiggest difference was in Labor Force Participation Rates, with Kentucky and Michigan experiencing
adrop in labor force participation roughly four times greater than Tennessee and Georgia.

«  Tennessee and Georgia did not experience a significant change in new COVID-19 cases after
reopening their economies.

Rewinding a Long Year: Recapping Tennessee’s
Approach to COVID-19

In 1932, Supreme Court Justice Louis Brandeis famously referred to the 50 states as “laboratories of
democracy.” The idea behind his statement was that states should be free to try and test different
policies and practices, creating a patchwork of approaches to governance that could reflect the values
of that state. Over time, different states could emulate the successful policies of others and even spur
change at the federal level. For example, take the ability recently given to terminally ill patients to take
non-FDA approved treatments, known as Right to Try. When Colorado passed Right to Try in 2014,
many states followed, with more than 40 adopting similar laws by 2018." The success of the policy
pressured the federal government to follow suit, with Right to Try being signed into law in 2018.2

But perhaps there has been no greater public policy experiment at the state level than the response
to the COVID-19 pandemic. Every governor in the country has had to combat a similar situation
simultaneously, giving us an unprecedented opportunity to study the differences between
approaches. While some states have prioritized public health at all costs, including large-scale
economic shutdowns, others have tried to balance lives and livelihoods.

Here in Tennessee, the pandemic became local when on March 12, 2020, Gov. Bill Lee declared a
state of emergency in response to COVID-19.3 Roughly one week later, Gov. Lee issued the first set
of restrictions focusing on groups, gyms, and restaurants, and created his Unified Command to help
lead the state's response to the pandemic.* After new data, knowledge, and recommendations about

1 “Rightto Try In Your State.” Goldwater Institute. 2017. http://righttotry.org/in-your-state.

2 Allie Malloy, “Trump signs ‘Right to Try Act’ aimed at helping terminally ill patients seek drug treatments.” CNN. May 30, 2018. https://www.cnn.
com/2018/05/30/politics/right-to-try-donald-trump/index.html.

3 “Gov. Bill Lee Issues Executive Order Declaring State of Emergency in Response to COVID-19." Office of the Governor. March 12, 2020. https://
www.tn.gov/governor/news/2020/3/12/gov--bill-lee-issues-executive-order-declaring-state-of-emergency-in-response-to-covid-19.html.

4 "Gov. Bill Lee Signs Executive Order Mandating Alternative Business Models for Restaurants and Gyms, Lifts Alcohol Regulations.” Office of the
Governor. March 22, 2020. https://www.tn.gov/governor/news/2020/3/22/gov--bill-lee-signs-executive-order-mandating-alternative-business-mod-
els-for-restaurants-and-gyms--lifts-alcohol-regulations.html; “Gov. Bill Lee Establishes COVID-19 Unified Command.” Office of the Governor. March 23,
2020. https://www.tn.gov/governor/news/2020/3/22/gov--bill-lee-signs-executive-order-mandating-alternative-business-models-for-restaurants-
and-gyms--lifts-alcohol-regulations.html.
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this novel virus became available, the Lee administration announced on April 20, 2020, that the Safer at Home Order would
expire at the end of April, allowing many businesses and industries to reopen.> While many praised the reopening, some
in the medical field criticized the move, saying it was too soon.® All of this occurred under the shadow of a well-publicized
report by Vanderbilt University that warned state hospital systems could reach a breaking point by mid-May with more
than 5,000 hospitalizations. However, those projections turned out to be vastly overestimated and were later drastically
lowered to just 300.7

While many praised this good news of lower-than-expected hospitalization levels, not all were satisfied, especially
as cases started to rise again through the fall and holiday seasons. Tennessee would eventually go on to become the
national hotspot for new cases, leading to increased pressure on Gov. Lee to issue a statewide mask mandate despite his
preference for local flexibility.® Many even questioned the pro-life credentials of the governor and other state leaders.’
While Gov. Lee would announce a temporary 10-person limit for public gatherings outside the home, he maintained
his stance of relying on personal responsibility and to “be as targeted and specific” as possible in his response.’® No
Christmas surge occurred, with cases plummeting to start 2021—to the confusion of experts. For example, Dr. William
Schaffner of Vanderbilt University stated, “We are not quite sure we have an explanation.”" With cases declining and
vaccination rates increasing, Gov. Lee advocated for a return to normalcy, encouraging tourists to come to Tennessee and
touting the state's stronger economy as a result of its policies.’ After a full spring of continued low case numbers, on April
27,2021, Gov. Lee announced the elimination of all remaining restrictions, stating, “[I]t's time for government to get out
of the business of public health interventions ... It's time for celebrations, weddings and conventions and concerts and
parades and proms and everything in between to happen without limits on gathering sizes or other arbitrary restrictions
for those events."’

Four Laboratories of Democracy

More than a year has passed since the initial shutdowns began, the worst of the pandemic is now behind us, and life
is essentially back to normal after the vaccine rollout. With that, we can now take that “laboratory” view and assess
Tennessee's approach to the pandemic compared to other states. Was it truly possible to balance lives and livelihoods? Did
the governor's lighter touch help sustain the state's economy compared to more heavy-handed states? And in what ways, if
any, did those restrictions make a difference in combating and preventing the spread of COVID-19? In order to answer these
questions, the Beacon Center gathered economic and health data for Tennessee and three other states: Georgia, Michigan,
and Kentucky. Georgia was chosen as a similarly-situated border state and is widely considered to be the first to “reopen.”™
Michigan was chosen due to its nationally known aggressive shutdown approach against the pandemic, with Gov. Gretchen
Whitmer's tactics considered by some to be so heavy-handed that her own legislature sued her to stop it and Michigan's
Supreme Court striking down many of her orders.™ Finally, Kentucky was chosen as another border state, yet one that took
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a more aggressive approach toward economic restrictions. At one point, Kentucky Gov. Andy Beshear criticized Gov. Lee's
approach, telling Kentuckians to “not go to Tennessee” and leading to a border war of words between the two."

Economics: The Root of All Virtue

American architect Frank Lloyd Wright once said, “Business is like riding a bicycle. Either you keep moving or you fall down.”
The idea is that businesses and the economy are not like a faucet or light switch that can easily be flipped on or off, but require
momentum to keep running. Sharing similar beliefs, Gov. Lee of Tennessee and Gov. Brian Kemp of Georgia both sought to
“reopen’” their states sooner in order to better balance lives and livelihoods. In announcing the creation of his Economic Recovery
Group in April 2020, Gov. Lee said, "We can't sacrifice the safety and health of Tennesseans. But we also can't keep our economy
shut down.""” He repeated the sentiment with the release of the Tennessee Pledge, the state’s health guidelines, saying, “Many
Tennesseans are not just facing potential sickness, but they're facing crippling financial hardship as well.""® But even before
Gov. Lee outlined his reopening plan, Tennessee had one of the least restrictive safer-at-home orders in the country, where any
business that could maintain health guidelines was deemed essential and could continue to operate, highlighting a focus on
health and safety rather than shutting down businesses simply because of their industry type."”

Gov. Kemp shared a similar philosophy, defending Georgia's first-in-the-nation reopening, saying he was doing what was best
for “the lives and livelihoods of all Georgians."?° Gov. Kemp also appealed to individual responsibility rather than more heavy-
handed government restrictions, saying, “Georgians who are small business owners, those people who have good common
sense—and we're trusting them to use it, but if they abuse it, we will take further action. But | believe they can do it as part of
this measured approach.”? Even in Georgia's most restrictive period, Gov. Kemp ordered the closure of bars, entertainment
venues, and close-contact businesses, and only mandated that those belonging to at-risk populations stay at home. These
restrictions were much less restrictive than nearly every other state. Outside of those restrictions, Georgia was similar to
Tennessee in letting businesses that could provide “Minimum Basic Operations” to remain open if they did not allow more
than 10 people to gather when social-distancing rules could not otherwise be maintained.?

Meanwhile, Gov. Whitmer of Michigan used her executive authority to limit or outright ban many aspects of private business
and life. Some examples include banning travel between people's own homes, closing all schools (including private schools),
and closing all nonessential businesses.?? Even upon starting to reopen, Gov. Whitmer required consumers to book
appointments to visit and patronize many retail stores.?* Many of these restrictions were criticized for being arbitrary or
incredibly intrusive. For example, under Michigan's stay-at-home order, buying state lottery tickets was considered essential
but buying gardening seeds or cans of paint was not, despite the fact many used that time under the stay-at-home order
to conduct home renovations. Gov. Whitmer even indicated Michiganders could receive criminal penalties for operating a
motorboat, but kayaking was allowed.?
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Gov. Beshear of Kentucky also took a more heavy-handed approach, especially during the early stages of the
pandemic. Some of Gov. Beshear's actions included closing all nonessential businesses, banning Kentuckians from
traveling outside the state—a move that was later ruled unconstitutional in federal court—and reimposing closures
of bars only a month after allowing them to reopen.? Bars and restaurants were not allowed to reopen to 50
percent capacity until August 2020, compared to April 27 for Tennessee.?

Economic Implications: Short-Run Protections
and Long-Run Impacts

Did the efforts of the various governors lead to different experiences and economic results in the various states? Data
from January 2020 to April 2021 show that the lighter regulatory touch and quicker reopening plans of Tennessee and
Georgia led to fewer job losses, lower unemployment rates, and in particular, higher labor force participation.?

According to state household employment data from the Bureau of Labor Statistics, since March 2020, Tennessee and

Georgia have lost fewer jobs as a result of the pandemic (Table 1). The household employment data, from which the
unemployment rate is calculated, surveys 60,000 eligible households to estimate the number of employed people.?

Change in State Employment Numbers

State Change in Employment Change in Employment National Rank
Per Million Residents
Tennessee -45,229 -6,623 11th
Georgia -70,399 -6,631 12th
Kentucky -95,504 -21,375 35th
Michigan -273,759 -27,412 39th

Table 1: Change in state household employment data from March 2020 through April 2021
Source: Bureau of Labor Statistics

The difference in results between the four states is clear, with Tennessee and Georgia having interestingly similar
numbers, contrasted with Kentucky and Michigan on the other end of the spectrum. However, state household
employment is not the only measure to quantify a state's labor market; the other is nonfarm labor employment,
which seeks to quantify the number of workers by sampling businesses. By excluding farm labor, which in all states
is considered essential, we can gain an even greater sense of monthly changes in available jobs.
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Change in State Nonfarm Employment

State Change in Nonfarm Change in Nonfarm National Rank
Employment Employment Per Million
Residents
Tennessee -77,900 -11,407 9th
Georgia -163,400 -15,390 15th
Kentucky -86,400 -19,337 23rd
Michigan -300,00 -30,069 41st

Table 2: Change in state nonfarm labor employment from March 2020 through April 2021
Source: Bureau of Labor Statistics

While the difference in nonfarm labor employment for the four states is not as distinct as the household employment data, the
disparity is still clear and pronounced. The main reason for these lost jobs is the historic unemployment rate in April 2020 when
Tennessee’s, Kentucky's, and Georgia's unemployment rates all increased by roughly 300 percent (295 percent, 302 percent, and
247 percent respectively), with Michigan's increasing by over 537 percent.

Unemployment Rates
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Figure 1: Unemployment rate from January 2020 to April 2021
Source: Bureau of Labor Statistics

Tennessee and Georgia, by allowing most businesses that maintained health guidelines to remain open, witnessed a lower spike
in unemployment compared to Michigan, which mandated the closure of all nonessential businesses. Surprisingly, Kentucky's
unemployment rate fell most quickly, returning to only one-third higher than its pre-pandemic rate by June 2020, whereas
Tennessee would not reach similar levels until January 2021, Georgia in February 2021, and Michigan in April 2021. However, the
reason for this appears to be the dramatic fall in the state's labor force participation rate, which measures the number of people in
the labor force as a percentage of the total adult population. Those who are unemployed are defined as laid off awaiting recall or
actively looking and available for work.>° However, if someone stops looking for work, they are not calculated as part of the labor
force, thus lowering unemployment rates themselves.
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Figure 2: Labor Force Participation Rates from January 2020 to April 2021
Source: Bureau of Labor Statistics

While all states experienced a similar short-term initial decline, Kentucky and Michigan have experienced prolonged decreases,
indicating that many residents gave up trying to find work in the midst of those states' stricter and elongated shutdowns.

Kentucky's rate tells a more interesting story. It fell precipitously in June 2020 and has shown little sign of recovering
since. Kentucky's generous unemployment benefits have likely contributed to residents’ slow return to the workforce.
Depending on a worker's base wages, Kentuckians can receive up to $552 per week for up to 26 weeks, in addition to the
recent federal supplemental benefits.' This is significantly higher than Tennessee's benefit of $275 per week for up to 26
weeks, or even Michigan's or Georgia's at $362 or $365, respectively (both 14 to 20 weeks maximum).?? These amounts
reflect the states’ normal 2020 rates and not the recent changes some states, including Tennessee, have passed to limit
the length of unemployment benefits. In comparison to Kentucky, Tennessee even saw higher than pre-pandemic labor
participation rates briefly from August to October 2020.

Changes in State Labor Force Participation Rate

State Month with Largest Largest Monthly Total Percentage
Decline in Labor Force Percentage Decline in Decline in Labor Force
Participation Rate (2020) | Labor Force Participation Participation Rate
Rate (March 2020-April 2021)

Tennessee May -5.5% -1.1%
Georgia September -5.6% 1.7%
Michigan April -6.7% -4.4%
Kentucky June -5.4% -4.4%

Table 3: Decreases in State Labor Force Participation Rates

Source: Bureau of Labor Statistics
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This sharper decline in the labor force for Kentucky and Michigan means tens of thousands of residents gave up working
or trying to find work during the pandemic. While we don't know the reason for everyone, many—particularly unskilled
workers in certain sectors—were certainly influenced by the mandated closure of “nonessential” businesses compared to
Tennessee and Georgia, which allowed businesses that could maintain health guidelines to remain open. If Michigan and
Kentucky had experienced declines similar to those in Tennessee or Georgia (roughly 1.4 percent) this would mean just
over 58,000 Kentuckians and nearly 148,000 Michiganders would still be in the labor force. Meanwhile, had Tennessee
and Georgia pursued similar heavy-handed policies and experienced similar declines, it would have meant 8,200 more
Tennesseans and 52,000 more Georgians unemployed and not actively looking for work.

Having thousands of individuals not working and leaving the workforce altogether has devastating consequences on a state's
economy. We can see this impact reflected in the Coincident Economic Activity Index, created by the Federal Reserve Bank of
Philadelphia, which includes four indicators: nonfarm payroll employment, the unemployment rate, average hours worked in
manufacturing, and wages and salaries. The trend for each state's index is set to match the trend for gross state product.

Coincident Economic Index Comparison
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Figure 3: State CEl Indexes January 2020-April 2021
Source: Federal Reserve Bank of Philadelphia

By allowing more business to remain open throughout, Tennessee's economy fell by 19 percent and Georgia's by only eight
percent during the peak of the economic shutdowns and restrictions. Meanwhile, Kentucky's economy contracted by 25
percent and Michigan's by a nearly incomprehensible 45 percent during that time.

Ultimately, two governors, Bill Lee and Brian Kemp, in an effort to better balance lives and livelihoods, reopened their states
sooner and allowed more businesses to remain open throughout by focusing on safe versus unsafe practices, compared
to forcing businesses to close because they were deemed “nonessential.” This difference in approach and policy compared
to Gov. Whitmer and Gov. Beshear clearly paid dividends. Both Tennessee and Georgia experienced fewer job losses, lower
unemployment rates, and dramatically higher labor force participation rates, leading to a smaller economic contraction
and quicker economic bounce-back. Additionally, Kentucky's higher unemployment benefits have likely incentivized fewer
to return to the labor force as the pandemic subsides.



An Ounce of Prevention

Clearly, Tennessee's and Georgia's economies performed better than Kentucky's and Michigan's throughout the pandemic.
Removing restrictions sooner and allowing more types of businesses to remain open minimized job losses and kept more
people in the labor force. But were Gov. Lee and Gov. Kemp able to have their cake and eat it too by protecting lives and
livelihoods? Were Tennessee and Georgia able to prevent higher infection rates after reopening and throughout the pandemic?

New and active COVID-19 cases were chosen to compare the health outcomes of the four states as economic restrictions
were implemented to reduce the spread of new cases. Meanwhile, other factors outside of public policy, such as underlying
health conditions, have a major impact on the outcome of cases. However, one challenge with COVID-19 health data is the
differences between states in reporting and definitions. For example, Georgia does not report recovered cases. Tennessee
adjusted the definition of a recovered case after the U.S. Centers for Disease Control and Prevention (CDC) changed it.®
Meanwhile, as of April 30, 2020, Kentucky's Cabinet for Health and Human Services was reporting only 11 percent of
all cases of COVID-19 had recovered since the start of the pandemic—clearly not accounting for the majority of cases.*
However, by taking a current day's case count minus the number of cases 14 days previously—a common time frame of
recovery from COVID-19 based on previous CDC guidelines—and the current day’s deaths, we can estimate the number of
active cases using a similar measure for all four states.

Estimated Active Cases
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Figure 4: Estimated Active Cases of COVID-19
Sources: Tennessee Department of Health, Kentucky Cabinet for Health and Human Services,
Georgia Department of Public Health, and Michigan Department of Health and Human Services

The virus was clearly cyclical, with all states experiencing increases during the late fall and holiday season. As previously
mentioned, Tennessee experienced one of, if not the, highest spikes in the nation, causing Gov. Lee to reinstate a temporary
ban on public gatherings of 10 people or more. However, Gov. Lee did not impose any additional restrictions on businesses
butinstead chose to rely on data and contact tracing to determine what was causing the surge.** Continued restrictions such




as limitations on restaurant capacity and a 20 percent capacity for outdoor events did not prevent a surge for Michigan this
spring compared to other states that had removed nearly all their restrictions, like Tennessee—or Texas and Florida, which
received national attention. Gov. Whitmer tried to explain this new surge by claiming that Michigan had been too successful
in protecting the public previously, so lower levels of herd immunity had been achieved compared to other states. “We've
got reservoirs of people that we kept safe for a long period of time who don't have antibodies and variants that are easier to
catch,” she said.*¢ In fact, Michigan's remaining restrictions did not prevent it from leading the nation in new cases.?

Second, while Tennessee and Georgia did experience larger waves in the summer of 2020, this was not tied to their
reopenings, which had occurred months later. By focusing on the time just prior to Tennessee and Georgia reopening their
economies on roughly May 1, 2020, and the immediate five weeks afterward, we can better isolate the impact of their
loosened restrictions. The changes in the average new case rates for both Tennessee and Georgia after May 1, 2020, at a
five percent confidence level were both statistically insignificant (p>.05) , meaning that there is little evidence that those
states’ reopenings increased the spread of COVID-19.

Changes in Average New Daily COVID-19 Case Rate

State Average New Daily Case Average New Daily Case P-Value
Rate April 1-April 30, 2020 | Rate May 1-June 4, 2020
(Per 100K) (Per 100K)
Tennessee 4.494 5.702 0.065
Georgia 6.645 6.268 0.518

Table 4: Change in Average New Daily Case Rate for Tennessee and Georgia
Sources: Tennessee Department of Health and Georgia Department of Public Health

Focusing on the five weeks after Tennessee and Georgia reopened their economies and removed most of their restrictions
is consistent with other studies, including a recent one finding similar results in Texas: eliminating all restrictions on
gatherings, distancing, and capacity had no measurable effect on the spread of COVID-19.3¢
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Conclusions

Thomas Jefferson once said, “In times of peace, people look most to their representatives; but in war, to the executive
solely.” In the fight to contain the pandemic, governors were thrust into the limelight like never before. Governors who tried
to balance their state economies and public health like Gov. Lee and Gov. Kemp often received intense media scrutiny and
pressure to institute harsher lockdowns and economic restrictions. Meanwhile, those who instituted onerous lockdowns
generally received praise, and Michigan's Gov. Whitmer even garnered serious attention as a vice presidential candidate in
the 2020 election.

In this report, we have sought to compare the different policies of four states—Tennessee, Georgia, Kentucky, and Michigan—
and their economic and public health consequences. The data suggest that Tennessee and Georgia lost fewer jobs, suffered
fewer economic losses, and have retained higher labor force participation rates than either Kentucky or Michigan. Policies
such as focusing on safe versus unsafe rather than essential versus nonessential, allowing for increased capacity sooner,
and providing certainty by not reinstating restrictions during subsequent waves of infection paid economic dividends for
these two states. These results are not just abstract numbers; they represent thousands of small business owners who
were able to fight and keep their businesses afloat and the workers who were able to keep their jobs during one of the
most challenging times in memory. Bristol—a city bisected by the state line separating Tennessee and Virginia—offers a
clear example of how differences in public policy can give or take away hope. When speaking of Bristol businesses on the
Virginia side, local Chamber of Commerce President Beth Rhinehart said those on the Tennessee side could “see others
opening and know that they can actually watch the other side of the street and their lost business from their front doors.”3?

Should a similar choice be presented to policymakers in the future, such as a prolific wave of a COVID-19 variant or another
public health crisis, policymakers should be aware of the huge macro- and micro-economic consequences of broad-based
restrictions and should instead focus on targeted measures that allow businesses that can comply with health guidelines
to remain open. Additionally, strong testing and contact tracing can provide better data when responding to new waves
and surges, such as when Tennessee focused on limiting public gatherings for a short period of time during its fall surge,
rather than reimposing restrictions on businesses. By taking a more surgical approach, Tennessee and Georgia were able to
protect lives and livelihoods, and their economies suffered less and have recovered better—all with no statistical evidence
of an increase in cases caused by relaxing their restrictions.

10




About Beacon
The Beacon Center empowers Tennesseans to reclaim control
of their lives, so that they can freely pursue their version of the
American Dream. The Center is an independent, nonprofit, and
nonpartisan research organization dedicated to providing expert
empirical research and timely free market solutions to public policy
issues in Tennessee.

Guarantee of Quality Scholarship
The Beacon Center of Tennessee is committed to delivering the
highest quality and most reliable research on Tennessee policy
issues. The Center guarantees that all original factual data are true
and correct and that information attributed to other sources is
accurately represented. The Center encourages rigorous critique of
its research. If an error ever exists in the accuracy of any material
factor reference toanindependent source, please bring the mistake
to the Center's attention with supporting evidence. The Center
will respond in writing and correct the mistake in an errata sheet
accompanying all subsequent distribution of the publication, which
constitutes the complete and final remedy under this guarantee.

Ron Shultis - Director of Policy and Research « ron@beacontn.org
Jason Edmonds - Research Associate « jason@beacontn.org

615-383-6431 | BeaconTN.org | f/BeaconTN | W@BeaconTN | () @Beacon_TN



