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1

dean’s message

With the economy 
emerging from the aftermath 
of COVID, questions 
remain about inflation, asset 
markets, and the shape of 
the recovery.  The Anderson 
Center for Economic 
Research has been at the 
forefront of analyzing 
economic issues and forecasting economic 
conditions for more than 40 years.  Their insight 
has rarely been more important than today as we 
navigate these volatile economic circumstances.  

At the Argyros School, we continued to achieve 
many important milestones.  Graduate enrollments 
rose again, more than 500 people participated in 
our new Data Analytics Accelerator, the first Master 
of Science in Real Estate students are graduating, 
and our graduates are experiencing exceptional 
placement outcomes. The Argyros Scholars 
program, now in its second year, continues to attract 
outstanding graduate students.  As other Business 
Schools put their growth plans on hold, we added 
4 new exceptional faculty.  In fact, the Argyros 
School has grown over 50% in the past 5 years.   
Not surprisingly, Business School Deans gave the 
Argyros School its highest academic prestige rating 
ever in US News and World Report’s annual survey.   

As always, these successes depend on a continued 
commitment to our distinctive combination of 
outstanding faculty, influential business leaders, 
and dedicated alumni working together to provide 
unparalleled individualized attention to each 
student. 

 We remain humbled by the support and 
confidence of our partners.  Through them we are 
inspired to “Dream Big, Act Boldly, Serve Others, 
and Celebrate Free Enterprise.”

  

Thomas Turk, Dean
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2021 U.S FORECAST UPDATE

a v-shaped recovery
but at what cost?

The U.S. economy, as measured by real GDP, 
is forecasted to increase 6.7 percent in 2021, the 
highest annual growth since 1984’s 7.2 percent 
growth.  This growth is reflected in Tables 1-6 of 
our U.S. forecast which shows strong growth in 
jobs, home sales, and housing starts and a sharp 
decline in the unemployment rate.

 The V-shaped recovery from the COVID-19 
Recession is a far cry from the elongated U-shaped 
recovery of the Great Recession.

Clearly, the major difference accounting for 
the rapid recovery we are currently experiencing 
as compared to that of the Great Recession is the 
unprecedented fiscal stimulus as measured by the 
cumulative U.S. spending deficit.  The following 
shows that six quarters after the two recessions 
began, the cumulative deficit reached $358 billion 
by 2008:3 versus $4.8 trillion by 2021:1. The current 

multi-trillion cumulative deficits are projected to 
continue through year-end 2021 and beyond.

 Although inflation and interest rates are 
relatively quiescent, that is expected to change in 
outlying years.

The sharp pickup in economic growth this year is 
largely due to the aggressive fiscal policy followed 
to counteract the negative effects of the COVID-19 
Recession.  That policy involved three successive 
waves of fiscal stimuli over the last year of more 
than $6 trillion.  In order for the deficits that resulted 
from this spending not to result in higher interest 
rates, the Federal Reserve Board (Fed) monetized 
that debt by purchasing treasury bonds issued 
to fund those deficits.  That, in turn, has led to 
explosive growth in the money supply as measured 
by M2 (cash, checking and savings accounts, and 
easily convertible new money held by the public).

Our recent research supports Milton Friedman’s 

cumulative change in real gdp

real gdp

cumulative u.s. spending deficit

money supply (m2)
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 These empirical results strongly suggest that the  
higher inflation we are projecting will lead to higher 
interest rates.  But unlike the long and somewhat 
variable lag before monetary growth ultimately led 
to higher inflation, the impact of inflation on interest 
rates is almost immediate.

 The following figures show the impact of the 
inflationary cycle we are projecting through 2023:2 
on both the 10-year T-Bond and mortgage rates.

 Our long-run projection of a 10-year T-Bond 
hitting 3.4 and a mortgage rate of 4.7 percent by 
2023:2 obviously have significant implications for 
the future direction of the stock market and housing 
appreciation.

dictum, “Inflation is always and everywhere a 
monetary phenomenon.”  To understand this 
underpinning of monetarism, the following flow 
chart illustrates the long and variable impact of 
higher monetary growth.

   Since 1940, there have been five periods when 
year-to-year M2 growth exceeded 10 percent.  
Except for the most recent example during the 
COVID-19 Recession, the only other period where 
M2 growth exceeded 20 percent occurred during 
WWII. M2 growth increased from 8.2 percent in 
1942:1 to 26.7 percent in 1943:3.  Twelve quarters 
(3 years) later, inflation increased from 2.6 in 1945:1 
to 12.9 percent by 1946:1.

 For all four periods in the past when M2 growth 
exceeded 10 percent, the average lag between the 
increase in M2 and inflation was nine quarters.  
This lag is exactly the same as the nine-quarter lag 
we measured in a regression equation test over the 
entire 1960:1 to 2020:1 period.

 Using that regression equation to forecast the 
impact of the recent increase of M2 to 25.6 percent 
points to a moderate rise of inflation to 3.1 percent 
in 2022:2 followed by a more rapid increase to 5.3 
percent by 2023:2.

m2 and inflation
year-to-year percentage 

changes 

inflation and 10-year t-bond

inflation and 
30-year mortgage rate

U.S. FORECAST TABLES

Tables 1 to 6 present details of Real GDP, Employment, 
Monetary Aggregates, Price Indexes, Existing Homes and 
Housing Starts, and Interest Rates. Tables 1 and 2 present annual 
levels and rates of change; Tables 3 and 5 present quarterly levels; 
Table 4 presents year-to-year percentage changes on a quarterly 
basis; Table 6 presents quarter-to-quarter percentage changes, 
compounded at annual rates.
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U.S. VARIABLES

annual history and forecasts: 2016-2021

TABLE 1

LEVELS
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TABLE 2

annual history and forecasts: 2016-2021

U.S. VARIABLES

ANNUAL PERCENTAGE CHANGES
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U.S. VARIABLES

quarterly history and forecasts: 2020:1-2021:4

TABLE 3

LEVELS



YEAR-TO-YEAR PERCENTAGE CHANGES
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TABLE 4

quarterly history and forecasts: 2020:1-2021:4

U.S. VARIABLES
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U.S. VARIABLES

quarterly history and forecasts: 2020:1-2021:4

TABLE 5

LEVELS



U.S. VARIABLESTABLE 6

Quarter-to-Quarter PERCENTAGE CHANGES

quarterly history and forecasts: 2020:1-2021:4

JUNE 2021 9
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	These	findings	provide	strong	statistical	support	
for	our	view	that	California’s	higher	job	losses	than	
the	 nation	 during	 the	 recession	 were	 caused	 by	
its	more	 restrictive	public	mandates.	 	The	 inverse	
relationship	between	job	losses	and	stringency	can	
be	 seen	 in	 the	 following	 scatter	 diagram.	 	Notice	
that	California’s	 job	 loss	of	9.1	percent	was	close	
to	 that	 predicted	 by	 the	 least	 square	 line.	 	 Note	
also	that	the	line	(polynomial	of	degree	2)	suggests	
that	 there	was	 an	 increasing	 rate	 of	 job	 losses	 as	
stringency	scores	increase.

	Our	 published	 research	 results	 in	 Covid 
Economics extend	 our	 COVID-19	 studies	 to	 also	
investigate	 the	 relationship	 between	 stringency	
and	 COVID-19	 deaths.	 	 Those	 results	 rigorously	

jobs vs stringency score

2021 CALIFORNIA FORECAST UPDATE

jobs hit hard by the covid recession
the culprit?  greater stringency

By	2019,	California’s	margin	of	job	growth	over	
the	 U.S.	 had	 evaporated.	 	 Even	 worse,	 by	 2020,	
the	 COVID-19	 Recession	 slammed	 California’s	
economy	 leading	 to	 a	 7.4	 percent	 loss	 in	 jobs	
versus	-5.7	percent	in	the	U.S.		Our	update	forecast	
calls	 for	 a	 V-shaped	 recovery	 in	 California	 with	
job	 growth	 of	 3.0	 percent	 in	 2021,	 outpacing	 the	
nation’s	 2.6	 percent	 growth.	 	 This	 faster	 rate	 of	
forecasted	 job	 growth	 for	 California	 represents	 a	
comeback	of	sorts.	 	COVID-19	dug	a	deeper	hole	
for	California.	 	As	the	recovery	gains	momentum,	
California	has	more	unemployed	workers	to	return	
to	the	workforce.

	In	 a	 recent	 study	 by	 our	 Center	 published	 in	
the	 Journal of Bioeconomics,	 we	 showed	 that	
California	 suffered	more	 job	 losses	because	of	 its	
relatively	 greater	 stringency	 than	 other	 states	 in	
its	 attempt	 to	 reduce	 COVID-19	 infections	 and	
deaths.	 	 As	 measured	 by	 an	 Oxford	 University	
index,	its	stringency	score	as	of	September	1,	2020,	
was	51.3	versus	an	average	of	42.1	for	the	nation.	
This	 placed	 California	 in	 the	 highest	 quintile	 of	
Oxford	stringency	scores.		In	the	following	figure,	
the	average	loss	of	jobs	for	those	states	in	quintile	
5	was	 -10.4	 percent,	 close	 to	 California’s	 loss	 of	
-9.1	 percent	 through	 September	 1,	 2020.	 	 Notice	
that	 states	 with	 stringency	 scores	 in	 quintile	 5	
experienced	 job	 losses	 2.3	 percent	 greater	 than	
those	 states	 near	 the	 average	 in	quintile	 3	of	 -8.1	
percent.

payroll employment

average percentage job loss in 
states from lowest to highest 

stringency



JUNE 2021 11

show that greater stringency leads to lower death 
rates.  But in contrast to the relationship between 
jobs and stringency, which pointed to a higher rate 
of job losses as stringency scores increased, the 
logarithmic least squares line in the following figure 
suggests that higher levels of stringency result in 
diminishing returns in reducing deaths.  Note too in 
this figure that California’s reduction in the COVID 
death rate was lower than that suggested by the 
least-squares line.

In addition to the Center’s COVID-19 research, 
we partnered with the CEO Leadership Alliance 
to create the Chapman-UCI Innovation Indicator.  
This Indicator measures relative growth in 
establishments, jobs, and wages in high value-added 
jobs such as high-tech as well as aerospace, scientific 
research, and tech services for 22 innovation hubs 
across the nation.  The high value-added character 
of these innovation industries is reflected by the fact 
that in 2020 the average wage paid in California is 
$208,000 versus $76,000 for all jobs.

 Recent research we published relating to our 
Chapman-UCI Innovation Indicator provides good 
news for California.  It showed that California is 
not only continuing its dominance in creating 
innovation industries but is even widening the gap 
over the ballyhooed Texas economy.

 Unfortunately, our recent update of the 
Chapman-UCI innovation Index through the third 
quarter of 2020 shows that just as COVID hit 
California harder in overall job losses, it also led to 
lower job growth in innovation industries than that 

for the nation.  Interestingly, the resilient character 
of innovation industries is shown in the following 
figure.  Although California’s job growth of 1.6 
percent was lower than the national average of 3.8 
percent, job growth in innovation industries was 
positive for the state and nation even through the 
worst of the COVID recession.

 One of the hottest California job categories in 
2021 is construction, with growth forecasted at 
6.9 percent.  That represents an increase of almost 
60,000 jobs.  This rapid growth is being fueled by 
a forecasted increase of 18.8 percent in residential 
permits this year.  More detailed forecasts relating 
to housing and housing prices will be presented in 
the Orange County forecast section in the Review.

number of jobs in innovation 
industries

residential permits

covid death rate vs
stringency score

CALIFORNIA FORECAST TABLES
Tables 7 to 10 present details of Payroll Employment, Personal 

Income, Taxable Sales, Existing Homes and Construction Activity. 
Tables 7 and 8 present annual levels and rates of change.  Tables  
9 and 10 present quarterly levels and year-to-year percentage 
changes on a quarterly basis.
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CALIFORNIA VARIABLES

annual history and forecasts: 2016-2021

TABLE 7

LEVELS
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TABLE 8

annual history and forecasts: 2016-2021

CALIFORNIA VARIABLES

YEAR-TO-YEAR PERCENTAGE CHANGES
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CALIFORNIA VARIABLES

quarterly history and forecasts: 2020:1-2021:4

TABLE 9

LEVELS



YEAR-TO-YEAR PERCENTAGE CHANGES

quarterly history and forecasts: 2020:1-2021:4

CALIFORNIA VARIABLESTABLE 10

JUNE 2021 15
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seems like clear sailing
but storm clouds are forming

Except for the Inland Empire (IE), payroll 
employment in Orange County (OC), San Diego 
(SD), and Los Angeles (LA) plummeted 16 percent 
in the second quarter of last year.  That quarter turned 
out to be the trough of the COVID-19 Recession.  
The IE fared better, and by the second quarter of 
this year, its total payroll employment was only 4 
percent below the pre-recession high.  And while 
OC lagged  SD through all of 2020, a growth spurt 
in the second quarter allowed OC to catch up.  By 
April 2021, both OC and SD were 7 percent lower 
than their pre-recession levels.  Meantime, LA 
trailed the pack at 10 percent lower.

 Payroll employment in the hardest hit sector – 
Leisure & Hospitality – is still below pre-recession 
levels, with OC, SD, and LA faring worse than the 
IE.

 Our forecast for quarterly total payroll 
employment in OC is shown in the following figure.  
It shows the steep decline and rapid recovery from 
the COVID-19 Recession as compared to previous 
recessions.  Annual growth in payroll employment 
is forecasted to increase on average from -8.9 
percent in 2020 to +2.8 percent in 2021.  By year-
end 2021, total payroll employment is forecasted to 
hit 1,640,000 in OC.  Such growth would still leave 
total payroll employment 3.5 percent below the pre-
recession high of almost 17 million.

 A major engine of economic growth in OC is the 
rapid recovery that took place in construction.  As 
shown in the following figure, payroll employment 
in the construction sector has fully recovered to its 
pre-recession peak only seven quarters after the 
COVID-19 Recession began.  This rapid recovery 
is in stark contrast to the steep decline over a 

2021 ORANGE COUNTY FORECAST UPDATE 

cumulative percentage change
in payroll employment

payroll employment 
leisure & hospitality

cumulative change in 
construction employment

payroll employment
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three-year period that took place during the Great 
Recession of 2007-09.

 By year-end 2021, our forecast calls for 
construction jobs to be at 112,000.  That forecast 
represents an annual increase of 8.5 percent.  
This recovery has been fueled by historically low 
mortgage rates and a tight supply of unsold housing.  
That tight supply is reflected in the following figure 
that shows the average number of days to sell a 
home has dropped to a historic low of 22 days in 
the most recent May 2021 O.C. Housing Report.

 Our forecast for OC’s total residential permits 
calls for an increase from 5,900 in 2020 to 10,200 
in 2021, an annual increase of 73 percent.  In dollar 
terms, that level of permit activity represents about 
$4.9 billion, significantly higher than 2020’s $3.8 
billion.

 While the construction sector is forecasted to 
remain strong throughout 2021, storm clouds are 
forming.  The U.S. forecast of this Review points to 
mortgage rates rising to almost 5 percent by 2023 if 

inflation increases to the levels we are projecting.  
With housing affordability already decreasing 
rapidly as the median home price in OC barrels 
over $1 million, we anticipate downward pressure 
on housing appreciation over the next two years.

 With respect to “downward pressure” on housing 
prices, it should be noted that there have only been 
several instances of price declines.  Except for the 
Great Depression, those home price declines have 
been minimal.  The most recent example occurred 
between 2017:3 and 2018:4 when mortgage rates 
increased from 3.9 to 4.8 percent, an increase of 
90 basis points.  After a lag of two quarters, home 
price appreciation in OC declined from 7.3 percent 
in 2018:1 to slight depreciation of -0.5 percent in 
2019:1.

average days on the market
to sell homes

ORANGE COUNTY FORECAST TABLES

Tables 11 to 14 present details of Payroll Employment, 
Personal Income, Taxable Sales, Existing Homes and 
Construction Activity. Tables 11 and 12 present annual levels 
and rates of change.  Tables 13 and 14 present quarterly levels 
and year-to-year percentage changes on a quarterly basis.

housing affordability

home price appreciation 
and mortgage rates

total residential permits
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ORANGE COUNTY VARIABLES

annual history and forecasts: 2016-2021

TABLE 11

LEVELS



YEAR-TO-YEAR PERCENTAGE CHANGES
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TABLE 12

annual history and forecasts: 2016-2021

ORANGE COUNTY VARIABLES
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ORANGE COUNTY VARIABLES

quarterly history and forecasts: 2020:1-2021:4

TABLE 13

LEVELS



YEAR-TO-YEAR PERCENTAGE CHANGES

quarterly history and forecasts: 2020:1-2021:4

ORANGE COUNTY VARIABLESTABLE 14

JUNE 2021 21
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california dominance in innovation 
jobs still trumps texas, but oc lags

by jim doti, ken murphy, raymond sfeir, marshall toplansky

Jim Doti is President Emeritus and Professor of 
Economics at Chapman University; Ken Murphy 
is Assistant Professor at University of California, 
Irvine; Raymond Sfeir is Professor of Economics 
at Chapman University; and Marshall Toplansky is 
Clinical Assistant Professor at Chapman University. 
A version of this article was originally published in 
the Orange County Business Journal on April 19, 
2021.

We recently unveiled the Chapman-UCI 
Innovation Indicator that measures the strength of 
22 innovation hubs across the nation in generating 
economic activity in this all-important sector of the 
economy.  That strength is reflected by the fact that 
the average wage paid in innovation industries in 
California is $208,000 as compared to $76,000 for 
all jobs.  Innovation jobs also have a high multiplier 
effect generating five additional jobs for each 
innovation job.  In comparison, each manufacturing 
job generates only 1.6 additional workers.

 “Innovation jobs” span many industries 
according to a definition from the Brookings 
Institute.  More than just traditional high-tech 
jobs in software and semiconductors, innovation 
industries also include high-value-added jobs 
in such categories as chemical manufacturing, 
aerospace, and science and technology services.

 In partnership with the CEO Leadership Alliance 
of Orange County, our research team has gathered 
an extensive database that measures a weighted 
average of the proportion of establishments, jobs, 
and wages in innovation industries versus all 
economic activity on a quarterly basis from 2005 
through the first quarter of 2020, which is the most 
current reporting period.  Table 1 identifies the rank 
of the 22 largest innovation hubs in the nation from 
the first quarters of  2005 to 2020.  For example, the 
San Jose hub has a weighted average of 0.101 (10.1 
percent) innovative industries (establishments, 

jobs, and wages) as a proportion of all industries 
– almost double the 5.6 percent in the Seattle hub.  
Note, though, that by 2020, the San Jose hub stayed 
virtually the same at 0.103 in innovative industries 
while the Seattle hub narrowed the gap rising to 
0.083.

 What is particularly surprising in these findings 
is that all three Texas hubs (Austin, Dallas, and 
Houston) dropped in the innovation ranking.  In 
light of all the media attention regarding the flight 
of businesses and jobs from California to Texas, 
one would have expected to see Texas’ hubs rise in 
the ranks.  Instead, we see sharp declines.

There are many moving parts to our Chapman-
UCI Indicator.  So to analyze Texas’ apparent 
weakness in generating growth in innovative 
industries,  our focus in this report will be on jobs 
rather than establishments and wages.  We also will 
break up the 15-year period into two periods: 2005 
to 2015 and 2015 to 2020.

 As shown in Table 2, innovation jobs increased 
by 84,000 jobs in California hubs from 2005 to 2015 
as compared to an increase of only 8,000 in Texas 
hubs.  However, the total jobs in Texas increased 
by 1,304,000, almost double California’s increase 
of 684,000 jobs.  As a result, the ratio or percentage 
of innovation jobs increased in California from 5.8 
to 6.3 percent while decreasing in Texas from 4.1 
to 3.3 percent.  The slow rate of innovation job 
growth in Texas hubs pulled down the numerator in 
the ratio of innovative jobs to total jobs, while the 
rapid job growth in the non-innovative job sectors 
in Texas hubs increased the denominator.   Both of 
these changes explain the relatively sharp drop in 
the percent of innovative jobs in Texas.

 While it’s clear California outperformed Texas 
in creating new innovation jobs during the 2005 
to 2015 period, we thought this trend would be 
reversed during the most recent five-year period 
from 2015 to 2020, especially in light of recent 
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reports pointing to sharp increases over that period 
in the net population outflow from California to 
Texas.

 As shown in Table 3, that was not the case.  In 
fact, not only did California’s pace of innovation 
job growth of 131,000 jobs leave Texas’ 13,000 job 
growth in the dust, total job creation in California 
was greater in nominal terms and almost equal to 
Texas in percentage terms (10.9% in California 
versus 11.7% in Texas).  By 2020, the share of 
innovation jobs in California of 7.0 percent was 
more than double Texas’ 3.2 percent.

 These empirical findings fly in the face of 
conventional wisdom and media attention that 
point to the rise of Texas and the fall of California.  
The Chapman-UCI Indicator suggests quite the 
contrary: California’s dominance in innovation jobs 
versus Texas continues to reign supreme, not only 

in nominal growth but relative growth as well.  One 
caveat:  These positive trends for California are 
not reflected by Orange County.  While California 
hubs increased the number of jobs by 45 percent 
from 476,000 in 2005:1 to 691,000 by 2020:1, the 
number of innovative jobs in Orange County was 
roughly the same in 2005:1 (68,545)  as it was 
in 2020:1 (68,884).  This, in part, explains why 
Orange County’s No. 4 rank out of 22 hubs in 
2005 dropped to No. 7 in 2020 in the Chapman-
UCI Innovation Indicator Rank.  Meantime, our 
neighbor to the South, San Diego, moved from No. 
5 to No. 4 as its innovation jobs grew almost 50 
percent, from 65,346 in 2005 to 95,943 in 2020.  
The disappointing growth trend in Orange County 
is grist for much additional research and analysis.  
We’ll keep you posted.

table 2: innovation jobs table 3: innovation jobs

table 1: chapman-uci innovation indicator in rank order
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there is a better way than  
california’s covid approach

by jim doti

Jim Doti is president 
emeritus and professor of 
economics at Chapman 
University. A version of 
this article  was originally 
published in The Orange 
County Register  on March 
15, 2021.

Recent research of mine published in the peer-
reviewed Journal of Bioeconomics attempts to 
explain the wide variation of COVID death rates at 
the state level.  As of March 1, 2021, that variation 
ranges from a high of 262 per 100,000 in New Jersey 
to a low of 31 per 100,000 in Hawaii.  My findings 
show that most of that variation can be explained 
by socioeconomic differences among states as well 
as the extent to which each state used governmental 
regulations in controlling the spread of the virus.

 I found, for example, that states with higher 
rates of density and poverty had significantly 
higher rates of COVID deaths.  The findings also 
show that states that had more stringent state-wide 
governmental policies in place had significantly 
lower death rates.

 The resulting equation that incorporates the 
impact of these explanatory variables produces a 
predicted COVID death rate for each state that, in 
most cases, compares closely to the actual results.  A 
state like New Jersey, for example, with the highest 
COVID death rate in the nation at 262, is predicted 
by the equation mainly because of its high density 
to have a COVID death rate of 274.  Similarly, the 
state of New York had a predicted COVID death 
rate of 259, close to its actual rate of 245.  So, 
even though New Jersey and New York had the 
two highest rates of COVID deaths, the equation 
suggests that both of these states did better than 

expected after considering their extremely higher 
rates of density.

 On the other side of the spectrum, Hawaii’s 
lowest COVID death rate of 31 compares almost 
exactly to the predicted rate of 33.  The fact that 
the equation was so accurate is explained by the 
fact that Hawaii had the second-highest level of 
governmental policy interventions of all 50 states 
as measured by the Oxford stringency index.  
This index developed by researchers at Oxford 
University uses a scale from 1 to 100 to measure 
the degree of a state or nation’s stringency in eleven 
government policy interventions related to COVID.  
Hawaii’s average stringency in 2020 as measured by 
the Oxford index was 58.6 as compared to a much 
lower average index value of 42.1 for all states.

 These findings point to the fact that one should 
not look at COVID death rates to evaluate the 
efficacy of a state’s ability to contain the spread of 
the pandemic.  A more reliable gauge of a state’s 
ability in containing COVID is to compare a state’s 
actual COVID death rate to the rate predicted on the 
basis of the characteristics and policy interventions 
unique to that state.

 On that basis, New Jersey and New York’s 
extremely high COVID death rates should not 
be looked upon as signs of inept governmental 
policies, nor should Hawaii’s low rate be considered 
a measure of its success.  The fact that all three of 
these states had COVID death rates relatively close 
to what would be expected given the nature of each 
state suggests that they should not be heaped with 
praise or scorn.

 Two states, however, whose actual COVID 
death rates differed significantly from the predicted 
rates provide an interesting example of the efficacy 
of different strategic approaches in their use of 
policy interventions.  Those states are California 
and Florida.

 Under the leadership of Governor Gavin 
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Newsom, California experienced the 6th highest 
level of governmental interventions of all 50 states.  
Florida’s government interventions, in contrast, 
focused on the more vulnerable segments of the 
population while keeping most of its schools and 
businesses open.  As a result, it ranked 28th in 
governmental interventions.

 In late November, for example, Governor 
DeSantis announced that schools be required to 
remain open.  He said that “Closing schools is ….. a 
public health blunder …… and that virtual learning 
is not the same as being in person.”  This action, 
as well as allowing most businesses to reopen, 
explains why Florida’s stringency score declined 
rapidly from 68 in May 2020 to 34 as of March 
2021.  In sharp contrast, California’s stringency 
stayed at around 60.

Even though Florida’s Governor Ron DeSantis 
was widely attacked in the media for what many 
claimed to be overly permissive restrictions, the 
empirical findings suggest Florida’s policies were 
more effective than California’s.

The fact that I’m able to reach that conclusion 
is because the equation I developed identifies and 
measures the most important factors that explain 
why one state’s COVID death rate differs from 
another.  That equation predicts Florida’s COVID 
death rate today at 179 versus a lower rate of 118 
for California.  The reason for this is mainly due to 
the fact that Florida’s population is much denser at 
401 per square mile versus 254 in California.  Since 
I found high density to be the most important factor 

leading to higher COVID death rates, one would 
expect, given its higher density, Florida would 
have significantly more COVID death rates than 
California.  It didn’t.

 One other factor to consider is that California has 
a higher percentage of Asian-Americans (14.3%) as 
compared to Florida (2.7%). My findings show that 
a higher percentage of Asian-Americans in a state is 
associated with lower levels of COVID deaths.

As of March 1, 2021, California’s actual COVID 
death rate of 132 was 14 higher than its predicted 
rate of 118.  Florida’s actual COVID death rate of 
144 was significantly lower than the much higher 
rate of 179 predicted by the equation, mainly on 
the basis of Florida’s high rate of density.  Bottom 
Line: California did worse than what was predicted, 
while Florida did a lot better. Evidently, Florida’s 
more targeted policy interventions proved to be 
more effective than California’s ham-fisted across-
the-board approach.

 Even more startling are my findings that show 
the high economic cost associated with California’s 
more aggressive policies.  After holding all other 
explanatory factors constant, the economic cost per 
life saved in California as a result of its aggressive 
use of policy interventions was $1.4 million, 60 
percent higher than Florida’s cost per life saved of 
$883,000.  While California’s cost per life saved 
was the 5th highest of all states, Florida’s ranked 
42nd.  

On a jobs basis, even though Florida has a higher 
proportion of workers than California in the sector 
hardest hit by the pandemic, leisure & hospitality, 
Florida experienced a lower overall rate of job loss 
than California.  In another article of mine published 
in Covid Economics, the findings point to a loss in 
jobs in 2020 of -1.5 percent in California versus a 
loss of only -0.7 percent in Florida.  The fact that 
California suffered more than Florida in terms of 
both lower real gross state product and more lost 
jobs is the result of California’s higher stringency 
level.

 These findings strongly suggest that targeted 
state regulations are more effective in reducing the 
economic costs of regulations than broad-based 
policies that have more indiscriminate effects.

average stringency for ca, fl & 
all u.s. states, excludes D.C.
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