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Introduction
The best available domestic and international evidence suggests that lockdowns don’t work.
They impose significant social, cultural, humanitarian, and economic costs while at
best being of debatable efficacy in managing the propagation of COVID-19 over the
long term. At worst, lockdowns are counterproductive because the negative health
consequences they induce can come to outweigh the direct health benefits of reducing
the propagation of COVID-19.
They lack proportion by imposing blanket bans on, or severely limiting the undertaking
of, activities which pose an infinitesimally small threat of virus transmission, such as
exercising outdoors, surfing alone in the ocean, or fishing on an empty jetty.
And they do not account for the variable risk that COVID-19 poses to the health of
different population groups. For example, in Australia 90% of those who have died
with or from COVID-19 were aged 70 or above, just four were aged 30-50, and zero
aged under 30 have died.1
The original public policy objective of state and federal governments which formed the
basis of the social distancing measures first introduced in March was based on medical
capacity, and was enunciated as “flattening the curve” or “shifting the curve”.
In announcing the expansion of social distancing measures, the Prime Minister Scott
Morrison said in a media statement on 22 March that “the goal is to reduce the spread
of the virus, to flatten the curve, and to save the lives of fellow Australians.”2
And in a speech the following day, the Prime Minister stated, “it will be absolutely vital
that every Australian respects and follows the healthy social distancing measures that all
Australian governments have implemented in order to flatten this curve and to save lives.”3
Similarly, then Chief Medical Officer Professor Brendan Murphy stated on 14 March
that “we in Australia want to flatten that curve and keep us under really tight control.”4
The curve refers to the number of new daily COVID-19 cases.
The “flattening” or “shifting” component refers to dispersing the infection rate over time
so that the number of people who required medical attention at any given time did
not become greater than the capacity of the medical system to provide that medical
attention. In practice, this meant ensuring there was a sufficient number of beds in
Intensive Care Units (ICUs).

1 Australian government, “COVID-19 deaths by age group and sex”, Department of Health, 15 September 2020
2 Prime Minister Scott Morrison, “Media statement”, 22 March 2020
3 Prime Minister Scott Morrison, “Speech”, 23 March 2020
4 Australian Government, “Chief Medical Officer’s press conference about COVID-19”, Department of Health, 14
March 2020
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By the federal government’s own analysis, this objective had been achieved by the middle
of April. After a peak of approximately 480 daily cases on 28 March, the number of new
daily cases continued to trend down and entered single digits on 12 April.
The federal Department of Health estimated that under a best-case scenario which
included social distancing, quarantining, and travel restrictions, a peak daily caseload of 5,000 Australians would require an ICU bed as a result of COVID-19. The
Department also estimated that an uncontrolled spread could result in a peak daily
ICU bed demand of 35,000.5
The actual peak was 98.
And as of writing, 18 Australians are in an ICU as a result of COVID-19.6
Medical capacity was also successfully increased, with the number of beds in ICUs
increasing from 5,000 to over 7,000. The strategy worked.7
But instead of announcing that the curve had been flattened, that medical capacity
was secured, and that, consequently, the social distancing restrictions could be eased,
governments decided to shift the goal posts and change their strategy to one of elimination.
This change of policy occurred without debate, without consent, in many cases without
parliaments even sitting, without regard to cost, without publicly available modelling and
other information, and without acknowledgement that the strategy had even changed.
In fact, the Prime Minister even went so far as to suggest that the strategy had not changed.
In a press conference on 24 July, for example, Morrison said “a couple of other points
that were agreed on today was an affirmation of the suppression strategy that we’ve
been working to nationally now for many, many months from the outset. The goal of
that is obviously, and has always been, no community transmission.”8
“No community transmission” means elimination of COVID-19 cases.
But as a letter now singed by over 500 doctors addressed to Premier Daniel Andrews
notes, “focusing on the numbers of cases of COVID-19 is at best an unsophisticated
way of looking at disease management. Factors such as the side effects of any policy,
its cost effectiveness, the quality of life years lost, and the cost per life saved are
fundamental when considering disease management.”9
Indeed, the shift of objectives from “medical capacity” to “elimination” was the original
sin of Australian governments, and it has cost Australians dearly.

5 Australian government, “Impact of COVID-19: Theoretical modelling of how the health system can respond”,
April 2020
6 Australian government, “Current COVID-19 cases in hospitals and ICUs”, Department of Health, September 2020
7 Australian government, “Impact of COVID-19: Theoretical modelling of how the health system can respond”,
April 2020
8 Prime Minister Scott Morrison, “Transcript”, 24 July
9 A Dozen Medical Doctors, “A doctors’ open letter to Daniel Andrews”, The Quadrant, 1 September 2020
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This paper provides modelling prepared by the Institute of Public Affairs of three scenarios.

•
•
•

Scenario One: No COVID-19 and so no government intervention.
Scenario Two: Response to COVID-19 based on “medical capacity”.
Scenario Three: Response to COVID-19 based on “elimination”.

The modelling compares scenarios two and three with scenario one over the period
June quarter 2020 to June quarter 2022 in terms of the cost to GDP, and finds:

•
•
•

The medical capacity strategy imposes a cost of $93.8 billion (the equivalent
to 7% of GDP).
The elimination strategy imposes a cost of $319 billion (the equivalent to 23%
of GDP).
The elimination “premium” is $225.2 billion (the equivalent to 16% of GDP).

For purposes of comparison, the cost of the elimination strategy is:

•
•
•

2.2 times the total annual value of Australia’s entire Health Care and Social
Assistance industry (which is $142.9 billion).
Equal to the 2018-19 Commonwealth expenditure on defence, education,
health, and social security and welfare combined.
Comparable to the income tax receipts in 2018-19, which include personal
income tax, company tax, superannuation fund taxes, fringe benefits tax, and
petroleum resource rent tax, and totalled $330 billion.

Full details of the modelling can be found at Appendix A.
This report recommends that governments cease pursuing elimination and return to a
strategy based on “medical capacity”.
This means ending the lockdown measures and replacing them with interventions which
are proportionate, risk-based, and targeted and are solely focused on maintaining
medical capacity, and would involve:

•
•
•
•
•

High-quality contact tracing like with NSW.
Random community testing (and voluntary testing facilities).
Targeting localised outbreaks.
Protection of the elderly and vulnerable.
Continued international border control measures.

This paper proposes four practical methods for pursuing a “medical capacity”
approach depending on the number of new daily COVID-19 cases in a given state.
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COVID Normal
COVID Normal states are states with 10 or fewer new daily cases over a 14-day period.
COVID Normal states would have:

•
•
•
•
•

Full relaxation of all social distancing and community isolation measures.
Continued random community testing.
Continue with NSW-style contact tracing.
International arrivals require 14-day quarantine inside the COVID Normal state.
Unrestricted travel with other normal states, but restrictions could remain in place
for inbound travellers from COVID Light and COVID Medium states.

COVID Light
COVID Light states are states with more than 10 but fewer than 100 new daily cases
over a 14-day period. COVID Light states would have:

•
•
•
•
•
•
•
•

4

Quarantine for inbound travellers.
International arrivals require 14-day quarantine inside the COVID Light State.
Return to work, school and recreation with self-regulated social distancing.
Mandatory social distancing for activities which are of a high-risk of transmission
(for example, gatherings taking place in enclosed spaces).
Masks optional.
Continue with NSW-style contact tracing.
Strict protection measures of the vulnerable and high risk (with a plan for their
visitors and carers).
Obligatory, but not mandatory stay at home measures for people aged 70+ years.
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COVID Medium
COVID Medium states are states with between 101 and 500 active daily cases over a
two-week period.
COVID Medium states would have:

•
•
•
•
•
•
•
•
•
•
•
•
•

•

•

Schools open.
Geographical lockdowns where outbreaks occur.
Work and recreational activities permitted where social distancing is possible.
Masks optional except under conditions where social distancing is not possible,
such as on public transport.
Implement with NSW-style contact tracing.
Indoor gatherings limited to less than 100, outdoor to less than 500, with social
distancing observed.
Continued random community testing.
Strict protection measures of the vulnerable and high risk (with a daily screening,
routine testing and private activity commitment from visitors and carers).
Obligatory, but not mandatory “stay at home” measures for people aged 60+ years.
Mandatory “stay at home” measures for people aged 70+ years.
A public, transparent and medically justified strategy for transitioning to
COVID Light.
International arrivals require 14-day quarantine inside the COVID Medium state
Interstate Travel - COVID Normal states
» Outbound - Permit based access requiring 14-day quarantine inside the
COVID Normal state.
» Inbound - No requirements
Interstate Travel - COVID Light states
» Outbound (return) - Permit based access requiring 14-day quarantine
inside the COVID Light state.
» Inbound – No requirements
Interstate Travel - COVID Medium states
» Outbound (return) - Permit based access requiring 14-day quarantine
inside the COVID Medium State.
» Inbound – Permit based access requiring 14-day quarantine inside the
COVID Medium state.

COVID Heavy
COVID Heavy states are states with more than 500 new daily cases.
COVID Heavy states would pursue lockdown restrictions equivalent to Stage 3, with
the exception that schools would be open as normal.
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The Humanitarian Costs of Lockdowns
Lockdowns and social distancing regulations introduced to manage the health
concerns associated with COVID-19 have imposed significant social, economic, and
institutional costs while being of debatable efficacy.
Research and analysis by the Institute of Public Affairs has identified that lockdown
measures imposed across the nation at the state and federal level since March have
resulted in five main costs.
1.
2.
3.
4.
5.

Destruction of the dignity of work.
Disproportionate impact on young Australians.
The exacerbation of an oligopoly nation where small businesses have been
disproportionally impacted.
The creation of two Australias.
Rapidly growing public debt.

The totality of these costs could be likened to a form of aggressive asset stripping
where the political class and elites appeared to have been empowered and grown
wealthier at the expense of an ever more precarious middle-class.
In doing so, it could be observed that the lockdowns have brought about one of the
greatest regressive transfers of wealth and power in Australia’s history.
In addition, research and analysis by the Institute of Public Affairs has identified:
1.
2.
3.

The best available evidence shows long term lockdowns don’t work.
Government objectives in relation to COVID-19 have been unclear and inconsistent.
Government dependence could be an enduring legacy of the lockdowns.

Destruction of the Dignity of Work
•

•

Modelling by the Institute of Public Affairs estimated that a further 260,000 jobs
in Victoria would be destroyed under the Victorian government’s Roadmap,
in addition to 430,000 jobs which had already been destroyed since March.
This means a total of close to 700,000 jobs are likely to be destroyed by the
lockdowns in Victoria, which is the equivalent to 20% of Victoria’s workforce.10
Across Australia, the lockdowns destroyed 707,000 jobs between March and
July (most recently available data), which is the equivalent to approximately
three years’ worth of employment growth.11

10 Cian Hussey, “260,000 jobs destroyed by Daniel Andrews’ roadmap”, Institute of Public Affairs, September 2020
11 Kurt Wallace, “Three years’ worth of jobs destroyed by lockdowns”, Institute of Public Affairs, August 2020
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•

•

As of July, some 1.4 million Australians were either unemployed, had left the
labor force since March, or were in a job but working zero hours due to the
JobKeeper wage subsidy.12 This is approximately the same number of net jobs
created in the six years leading up to the beginning of the COVID-19 lockdown
measures in March.
While the official unemployment is currently 7.4%, the Institute of Public Affairs
estimated that the real unemployment rate is 11.7% which is derived by including
those who have given up looking for a job and those who are employed but
working zero hours due to JobKeeper.13

Disproportionate Impact on Young Australians
•
•
•

•
•
•
•

Young Australians have incurred 35% of net job losses since March, even though
they only account for 15% of the workforce.14
There are now 399,721 Australians aged 16-24 who are receiving the Youth
Allowance unemployment payment, which is a 52% increase since March.15
In a survey commissioned by the Institute of Public Affairs, 56% of Victorians
aged under 35 agreed with the statement “I have either lost my job, had
my hours cut, or had my pay cut, or someone I know has, as a result of the
lockdown restrictions,” compared with 43% of those aged over 35.16
In the same survey, 60% of Victorians aged 18-24 agreed with the statement
“either myself or someone I know has had their mental health affected as a result
of the lockdown restrictions” compared with 48% of those aged over 24.17
Between March and July the proportion of Australians aged 18-24 who had
jobs declined by 9% compared to a decline of 3% for those aged over 24.18
The current official unemployment rate for Australians aged 18-24 is 12%
compared with 6% for those aged over 24.19
Some 952,900 Australians aged 15-24 are now either unemployed (283,500),
have simply given up and left the labour force altogether (185,000), or are
employed but cannot work the number of hours they would prefer (484,400).20

12 Kurt Wallace, “Young Australians suffer one third of job losses since lockdown”, Institute of Public Affairs, August 2020
13 Kurt Wallace, “11.7% the real unemployment rate”, Institute of Public Affairs, July 2020
14 Kurt Wallace, “Young Australians suffer one third of job losses since lockdown”, Institute of Public Affairs, August 2020
15 Department of Social Services, “JobSeeker payment and youth allowance recipients – monthly profile”,
https://data.gov.au/data/dataset/jobseeker-payment-and-youth-allowance-recipients-monthly-profile
16 Evan Mulholland, “Poll – Stage 4 lockdowns smash the young, self-employed, and working Australians”, Institute of
Public Affairs, September 2020
17 Ibid.
18 Australian Bureau of Statistics, “Labour Force, Australia”, August 2020
19 Ibid.
20 Kurt Wallace, “Young Australians have been smashed by the coronavirus lockdown measures”, Institute of Public
Affairs, August 2020.
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The Exacerbation of an Oligopoly Nation Where Small Businesses
have been Disproportionately Impacted
An oligopoly nation refers to a nation whose economy is structurally dominated by
a small number of large firms in key sectors such as energy, finance, education, and
construction. It is more accurate to refer to Australia as an oligopoly “nation” rather
than simply and oligopoly “economy” because an economy dominated by a small
number of large firms will produce a society and culture that is categorically different
than an economy dominated by a large number of small firms.
Prior to the lockdown measures, Australia was experiencing structural changes to its
economy. Research by the Institute of Public Affairs estimated that the percentage
of workers employed in small businesses dropped to 44% in 2017 from over 50%
a decade ago. And that whereas in the year 2000 20% of total employment was
comprised of owner-managers which is a proxy for self-employment, in 2018 the
corresponding figure was just 16%.21
The structural decline of small business and the self-employed has been accelerated by
the lockdown measures.

•

•
•
•

In July, 35% of small businesses reported that it will be difficult to meet
financial commitments over the next three months, compared with 18% of large
businesses. This equates to some 810,000 out of the 2.3 million small businesses
across Australia and 1.7 million jobs which are at risk.22
In July, 10% of small businesses, or around 230,000, reported that they expect
to close once COVID-19 support measures such as JobKeeper are inevitably
removed. This compares to just 2% of large businesses.23
Between March and August some 377,440 jobs were lost in small businesses,
compared with 31,000 jobs in large businesses.24
And a poll undertaken by the Institute of Public Affairs in August found that 65%
of those who are self-employed agreed with the statement, “I have either lost
my job, had my hours cut, or had my pay cut, or someone I know has, as a
result of the lockdown restrictions.” This compares with 46% of those who work
for someone else.25

21 Kurt Wallace, “How to solve Australia’s small business crisis”, Institute of Public Affairs, August 2019
22 Kurt Wallace, “810,000 small businesses and 1.7 million jobs at risk from lockdowns”, Institute of Public Affairs,
September 2020
23 Kurt Wallace, “Small businesses and jobs smashed by COVID-19 lockdowns”, Institute of Public Affairs, August 2020
24 Cian Hussey, “Small business workers smashed by lockdowns”, Institute of Public Affairs, September 2020
25 Evan Mulholland, “Poll – Stage 4 lockdowns smash the young, self-employed, and working Australians”, Institute of
Public Affairs, September 2020
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The Creation of Two Australias
The oft-cited claim that “we are all in this together” made by politicians and public health
officials is not borne out by the evidence. Research and analysis by the Institute of Public
Affairs has identified that the nation is split into two: there are those who are living in the
productive, private parts of the economy who have been disproportionally affected by
the lockdown measures, and those in the public sector and quasi-government institutions
who have been protected and are in many cases flourishing.
The lockdowns have accelerated the creation of two-middle classes in Australia. The
first is the traditional middle class comprised of small business owners, those with
small land holdings like independent farmers, artisans, independent retailers, the
self-employed, and “main street” shop keepers who have been in an increasingly
precarious economic situation for some time. The second middle class, which is now
in the ascendancy, are typically found in the “knowledge economy” within institutions
such as the public sector bureaucracy, quasi-government institutions, the university
sector, the ABC, and taxpayer funded not-for-profits.

•

•

•
•
•

Institute of Public Affairs analysis identified that Australia is in a “K-Shaped”
recession, where the public sector reflected in the upward sloping arm of the
“K” is growing, while the private sector reflected in the downward sloping arm
is in recession.26
Between March and August, private sector employment declined by 5.4%
while public sector employment increased by 1.9%. This translates into
approximately 572,500 jobs lost in the private sector, and 22,100 jobs gained
in the public sector.27
26 jobs have been destroyed in the private sector for every one job added to
the public sector since March.28
In the June quarter alone private sector wages plummeted by $5.9 billion
whereas they rose by $768 million in the public sector.29
In July, over 96% of Victorian public servants voted for themselves to receive a
3% annual pay increase in a deal between the Victorian public service union
and the Victorian government.30

26 Cian Hussey, “Australia is in a ‘K-shaped’ recession”, Institute of Public Affairs, September 2020
27 Ibid.
28 Ibid.
29 Cian Hussey, “Private sector smashed by lockdown recession while bureaucrats flourish”, Institute of Public Affairs, 2020
30 Daniel Wild, “Poll – Victorians strongly condemn politician and bureaucrat pay rise”, Institute of Public Affairs,
September 2020
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Rapidly Growing Public Debt
•
•
•
•

Modelling by the Institute of Public Affairs estimated that gross Commonwealth
government debt will increase from $556 billion today to approximately $1
trillion in three years’ time.31
Direct new spending measures by the federal government are expected to
increase debt by 41%, from $556 billion to $786 billion, while forgone revenue
and higher interest payments will push debt towards $1 trillion.32
Annual interest payments on debt will increase from a fraction under $16 billion
to close to $23 billion.33
Repaying the debt will cost $30,600 per Australian.34

The Best Available Evidence Shows Lockdowns Don’t Work
One might argue that these economic and social costs are the unfortunate and
unavoidable result of policy measures required to protect the health of the public
through a lower rate of COVID-19 cases and fatalities.
However, the best available evidence does not support this assessment. Rather, this
evidence suggests the opposite: long term lockdowns do not work.
They lack proportion by outlawing or severely limiting the undertaking of activities which
pose an infinitesimally small risk to public health, such as surfing alone in the ocean.
They ignore risk by imposing the same rules on all Australians regardless of their
underlying health condition.
And the proposition that lockdowns result in a long term reduction in COVID-19 cases
is, at the very minimum, a debatable proposition.
Numerous research papers have demonstrated that there is no statistically
meaningful relationship between coercive lockdown measures and lower
COVID-19 related mortality.35
For example, a recent peer-reviewed analysis published by US-based analytics
firm TrendMacro found “statistical analysis shows that locking down the economy
didn’t contain the disease’s spread and reopening it didn’t unleash a second wave of
infections.” The analysis also noted that “lockdowns were an expensive treatment with
serious side effects and no benefit to society.”36

31 John Roskam, “$1 trillion worth of debt in three years’ time”, Institute of Public Affairs, April 2020
32 Ibid
33 Ibid
34 Ibid
35 See, for example, Rabail Chaudhry et al., ‘A Country Level Analysis Measuring the Impact of Government Actions,
Country Preparedness and Socioeconomic Factors on COVID-19 Mortality and Related Health Outcomes,’
EClinicalMedicine, 21 July 2020
36 Donald Luskin, “The failed experiment of COVID lockdowns”, Wall Street Journal, 1 September 2020
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A related assessment is provided by former Reserve Bank of Australia economist Greg
Kaplan, who found in a recently published co-authored paper that “short lockdowns (less
than two months) induce relatively small economic costs but drastically reduce deaths.”
Conversely, lockdowns beyond two months do not provide any noticeable additional
health outcomes because they simply delay an inevitable second wave of infections.37
Kaplan notes that “we found that around two months was the inflection point where the
economic costs start to get very steep and all you’re doing is really killing the economy
with little additional impact on deaths…the general forces are the same in Victoria.”38

Government Objectives in Relation to COVID-19 Have Been
Unclear and Inconsistent
The disproportionate nature of the lockdown measures in Australia is revealed by
the constantly changing publicly stated policy objectives which underpinned the
justification of those measures.
The original stated policy objective was to “flatten the curve” or “shift the curve” in
order to disperse over time the number of Australians who contracted the virus so as to
avoid the inundation of an under-prepared hospital system.
On the Federal Department of Health’s own analysis, however, this objective had been
attained by the middle of April, and the vast majority of the flattening was the result of
international border closures, rather than domestic social isolation measures.39
Predictions that under the best-case scenario which included social distancing
and quarantining, a peak of 5,000 Australians would require an ICU due to the
coronavirus in a single day turned out to be wrong by a factor of 50.40
There have been 26,322 total cases across Australia, with a recovery rate of 97% and
a case fatality rate of 3%.
The population-wide infection rate is 0.1% and the population wide fatality rate is 0.003%.
Of the currently active 2,957 cases some 99% are considered to be in a mild condition
and 1% are considered serious or critical.

37 Greg Kaplan et. al, “The great lockdown and the big stimulus: tracing the pandemic possibility for the US”, NBER
working series paper, September 2020
38 John Kehoe, “Lockdowns beyond two months do more harm than good”, Australian Financial Review, 9 September 2020
39 Department of Health, “Modelling the current impact of COVID-19 in Australia”, 16 April 2020
40 Ibid.
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But just as government’s should have been honest with the Australian public and
announced “mission accomplished”, the goal-posts were shifted and the strategy
changed, first to virus suppression, and then to “elimination” which means eliminating
all community transmission of the virus.
This change of strategy barely rated a mention at the time, and the Prime Minister
Scott Morrison has even suggested that there has been no change of strategy at all.
In a press conference on 24 July, for example, the Prime Minister Scott Morrison
said “A couple of other points that were agreed on today was an affirmation of the
suppression strategy that we’ve been working to nationally now for many, many
months from the outset. The goal of that is obviously, and has always been, no
community transmission.”41
“No community transmission” is not suppression, or shifting the curve, but virus elimination.
In Victoria, Daniel Andrews claimed his Roadmap was aimed at “aggressive
suppression”, rather than elimination. But this is inconsistent with the Roadmap itself
which states that restrictions will only be lifted once there are “no new cases for 28
days and no active cases (state-wide) and no outbreaks of concern in other States and
Territories.” This is the very definition of elimination.42
Elimination is an approach promoted by those such as the Grattan Institute, public
health bureaucrats, and the ABC, who are in privileged and protected positions and
do not live in constant fear over losing their jobs and livelihoods.
Elimination is not a strategy, but indulgent utopian theorising by a small group of elites
who are divorced from the lived experience of mainstream Australians.
To date, elimination has only succeeded in one country which is Taiwan.
Simply put, a goal of zero cases means zero jobs, zero freedom, and zero hope.

Government Dependence Could be an Enduring Legacy of
the Lockdowns
The final matter to consider is how Australia and Victoria will emerge from lockdowns,
whenever that may be.
While some have argued that the economy and society will “snapback” or “unfreeze”
once the lockdowns are lifted, this assessment is based on a misunderstanding of the
dynamics of political economy.
Already some 52% of Australia’s workforce is either employed by a state, federal
government or local council, or is in receipt of the JobSeeker unemployment payment
or the JobKeeper wage subsidy.

41 Prime Minister of Australia, “Press conference – Australian Parliament House”, 24 July 2020
42 Victorian Department of Health and Human Services, “COVID-19 case averages for easing restrictions”,
https://www.dhhs.vic.gov.au/averages-easing-restrictions-covid-19
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A public which is more dependent on government support is a public which is likely to
continue to support the growth of government, and see the public service as a preferable
source of employment compared with starting their own small business, for example.
This is not an entirely unreasonable conclusion to reach given that many Australians
have themselves lost their businesses and livelihood or know friends or family members
who have.
The lockdowns, in other words, will likely cause a permanent shift of the voting
public to political parties which support the expansion of the public service and the
size of government.
It is tempting to suppose that the severe economic consequences from the Victorian
Labor government’s COVID-19 response would negatively impact the public’s appetite
for the continuation of the type of public policy implemented in that state.
However, the loss of jobs, small business, and truncation of civil society could make
voters even more amenable to economic redistribution and a bigger public service.
There are historical parallels.
The collapse of the Victorian economy under the Cain-Kirner governments of the
1980s and early 1990s caused a permanent, structural decline to small business
and self-employment, a larger public service, and a diminished civil society, which
ultimately provided the conditions within which someone like Daniel Andrews could
become Premier.
The deep economic and social impacts that the current Victorian government has
inflicted on the public may in the short-term encourage voters to look for alternatives
(as they did with Kennett in the 1990s). But, all else equal, the long-run effect will likely
be to pave the way for a government of a similar disposition to the current, but perhaps
in a more pronounced form.
Saving Victoria and saving Australian means urgently creating the conditions that
will allow small businesses and the self-employed to grow and succeed, rapid job
creation, especially for the young, and a re-invigoration of civil society starting with
home-ownership.
This means taking an alternative approach. One that recognizes that lockdowns don’t
work, and an elimination strategy will lead to ruin.
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Australia (Pre-COVID-19)
Australia is home to 25 million people residing safely in a country which enjoys world
class freedoms and impressive living standards.
From the last recession in the early 1990s to the Global Financial Crisis (GFC) of
2007-2008, Australia experienced strong headline and per capita GDP, strong wages
growth, and a consistent and reliably rising standard of living. This economic growth
was attributable to the economic, microeconomic, and tax reform of the 1980s and
rising commodity prices underpinned by high demand for iron ore and coal exports
which created the mining and resources sector boom of the 2000s.
However, the Australian economy since the GFC weakened markedly. While headline
GDP growth remained strong, per capita growth was weak, and wages and living
standards began to stagnate in the private sector. While two-thirds of headline
economic growth from 1992-2008 was the product of productivity growth, this
dropped to just one-third in the years after 2008 and the economy instead became
highly dependent upon rapid population growth underpinned by mass migration.
At the same time, rates of small business creation, self-employment, home-ownership,
and youth employment began to decline, while taxes, regulation, and public debt rose,
all whilst interest rates sat at record lows.
Despite 28 years of unbroken headline economic growth, the Australian economy
in March 2020 was fundamentally weak, structurally broken, and highly dependent
upon a small number of sectors such as mining, tourism, and foreign education which
were vulnerable to external shocks. In other words, Australia was walking an economic
tightrope without a net.
The COVID-19 pandemic has, in many ways, exposed the fragility of the Australian economy.
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State of Victoria (Pre-COVID-19)
If the national economy was vulnerable in March 2020, the Victorian economy, which
accounts for approximately one quarter of the national economy, was jaundiced.
Despite Victoria being home to an advanced infrastructure, industrial and service
delivery base, the state’s economic vibrancy is too dependent upon population growth
underpinned by mass migration. Over the past five years, Victoria’s population grew
by almost 1.2 million people, which is close to the entire population of Adelaide. On
top of this are the approximately 400,000 temporary migrant visa holders who were
in Victoria in 2017 alone, according to the most recently available data, the single
largest category of which are foreign students.
Education of foreign students is now Victoria’s biggest export, valued at $12.5 billion
in 2019, accounting for 20% of all exports. The turmoil in the sector in the wake of the
Coronavirus (COVID-19) outbreak shows how dependent the university sector is on
international students, and Chinese students in particular.
As a result, there is a large and growing gap between Victoria’s headline economic
growth figures (which are strong) and the per capita figures (which are weak).
Over the past five years, growth in Victoria’s annual Gross State Product (GSP) has
averaged 3.6%, compared with just 1% growth per capita. Compared to all Australian
states, Victoria has the highest GSP headline growth, but is just the fourth highest out of
the six states for per capita growth.
In the final quarter of 2019, even Victoria’s headline growth run began to falter due to
soft consumer spending and residential investment. This easing was reflected in a rising
unemployment rate, declining state tax revenues and a forecast of the first budget deficit in
30 years. Debt had also begun to steadily rise from $33 billion in 2014 to $62.9 billion in
2019. Pre-COVID-19 forecasts estimated a 2023 state debt figure of $92.6 billion.
During the 2019-20 Victorian summer, devastating bushfires wreaked havoc
throughout regional areas. Whilst the bushfire season proved to a nationwide event,
Victorian was particularly impacted due to its lax native vegetation management laws,
festering UFU-CFA demarcation dispute and systemic failure to meet controlled burn
targets. The loss of life and destruction of businesses, livestock and capital wrought by
these fires hurt Victorian GDP badly, but were not responsible for the initial contraction,
rather, it worsened it.
In recent weeks, ABS and Victorian Department of Treasury and Finance figures have
confirmed that the Victorian economy commenced its economic slowdown during the
2019-20 financial year. During this period, the state budget formally returned to deficit
and two consecutive quarters of economic contraction took place (an official recession).
Victoria’s weak economic position placed the state in a precarious position prior to the
COVID-19 pandemic and the Government’s policy response. What happened next
simply compounded the adversity which had already begun to emerge.
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Emergence of COVID-19 and the
Government Response
COVID-19 was first identified as a danger to human life in late 2019 in Wuhan,
China43. The Chinese Government’s initial response was to suppress coverage of the
outbreak, arrest the first responders and withhold the epidemiological information
they had collected. Later, as the virus spread throughout the country and beyond the
Government’s ability to maintain secrecy, more information became forthcoming.
According to medical experts, COVID-19 is an infectious disease caused by Severe Acute
Respiratory Syndrome Coronavirus 2 (SARS-CoV-2). Infection can range from health
problems with or without identifiable symptoms, to life threatening damage to internal
organs and death. Since the outbreak emerged in late 2019, 25.8 million cases have been
confirmed globally with over 859,000 deaths. This contrasts with between 290,000650,000 people dying of flu related causes each year. Medical experts “are working
to estimate the mortality rate44 of COVID-19, but at present, it is thought to be somewhat
higher than that of most strains of the flu.45” Complicating forecast estimates is the fact that
the virus is new, people have varying immunity to it and its lethality differs considerably
based on age (and the presence of underlying symptoms). Currently, no vaccine exists.
COVID-19 is primarily spread between people in proximity through small droplets
expelled from infected people. Confirmation of airborne transmission is currently being
sought. What is clear is that talking, sneezing, coughing and contaminated surfaces are
all demonstrated methods of transmission. Subsequently, in response to these identified
causes of contagion; face masks, handwashing, social distancing, travel restrictions and
quarantine measures were adopted to minimise transmission.
The first case in Australia was confirmed on 25 January in a man who had recently
returned from Wuhan, China. More cases began to appear shortly after. Once it became
clear that the virus had entered and begun to circulate in Australia undetected, the
Commonwealth and state governments began implementing their response. A timeline of
Australia’s major COVID-19 actions is presented in Table 1 below.

43 Considerable debate exists as to whether it had already spread globally prior to this point.
44 Referred to in the Paper as IFR – Infection Fatality Rate.
45 Maragakis, L. ‘Coronavirus Disease 2019 vs. the Flu, John Hopkins Medicine, 23 August 2020,
https://www.hopkinsmedicine.org/health/conditions-and-diseases/coronavirus/coronavirus-disease-2019-vsthe-flu#:~:text=Doctors%20and%20scientists%20are%20working,most%20strains%20of%20the%20flu.

16

Institute of Public Affairs

www.ipa.org.au

Table 1: Major Australian COVID-19 Events
Date
1 January
1 February
1 March
5 March
8 March
12 March
13 March
15 March
16 March

18 March

19 March
20 March

21 March
22 March
23 March

17

Restriction
First reported COVID-19 case
Travel restrictions from China
First reported COVID-19 death
Travel restrictions from Iran
Travel restrictions from South Korea
Restrictions on COVID-19 contacts and
travellers from listed higher risk countries
First COVID-19 Stimulus Package announced
($17.6B)
National Cabinet formed to manage COVID-19
All overseas arrivals required to self-isolate for
14 days and cruise ship arrivals banned
State of Emergency Declared in Victoria until
13 April
Non-essential static gatherings of more than
500 people banned
“Do Not Travel” advice for all overseas
destinations
Restrictions on indoor gatherings to no more
than 100 people
Ovation of the Seas discharges 3,500
passengers
Ruby Princess discharges 2,700 passengers
Travel ban on foreign nationals entering
Australia
Travel restrictions to remote communities
Tasmania border closed to non-essential
travellers
Queensland, WA, SA, NT, close borders to
non-essential travellers
Second COVID-19 Stimulus Package
announced ($66B)
Pubs, clubs, hotels, gyms, indoor sporting
venues, cinemas, entertainment venues,
casinos, and nightclubs prevented from
opening. Restaurants and cafes were
restricted to takeaway and home delivery
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Category
Event
Border
Event
Border
Border
Border
Government
Support
Event
Border
Restriction
Social-distancing

Border
Social-distancing
Major COVID-19
Event

Major COVID-19
Event
Border
Internal Travel
Internal Travel

Internal travel
Government
Support
Social-distancing

www.ipa.org.au

24 March

25 March
20 March
28 March
5 April
11 April
4 July

5 July
21 July
2 August

Suspension of non-urgent elective medical
procedures
Expansion of social-distancing measures
Aged care providers limited visitation to two
people per day at one time
Australian citizens and permanent residents
restricted from international travel
Announcement of “JobKeeper” Wage Subsidy
Program ($130B, later revised down to $70B)
All returning international travellers subject to
a forced 14-day quarantine
Western Australia closes interstate borders
Queensland introduces permit only interstate
border restrictions
Nine Public Housing Towers in Victoria enter
Stage 4 Lockdown (with added condition that
they cannot leave home for five days)
Passenger limit restrictions introduced at
Sydney Airport
JobKeeper Program extension announced
State of Disaster Declared in Victoria
Stage 4 Restrictions Introduced (Melbourne)

Health system
Social-distancing
Social-distancing

Border
Government
Support
Border
Internal Travel
Internal Travel
Restriction

Restriction
Government Support
Restriction

Australia’s COVID-19 response can be divided into two main phases – travel
restrictions and social distancing measures.
Phase one involved expanding border restrictions beyond those imposed on China
on 1 February. Restrictions were expanded to Iran on 1 March, increased to include
travellers and contacts from higher risk countries on 8 March, and by 15 March, all
overseas arrivals were required to self-isolate for 14 days.
Foreign nationals were banned from entering Australia on 20 March, and the self-isolation
requirement was replaced with a mandatory government quarantine on 28 March.
Movement across internal state borders were also restricted in Tasmania, Queensland,
South Australia, Western Australia, and the Northern Territory on 20 and 21 March.
The second phase involved the introduction of social-distancing measures that resulted
in prohibiting gatherings, the closing of public parks and beaches, and the shutting
down of schools. The first social-distancing measure were introduced on 16 March
with a ban on non-essential static gatherings of over 500 people. Indoor gatherings
were limited to no more than 100 people two days later.
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On 23 March, pubs, clubs, hotels, gyms, indoor sporting venues, cinemas,
entertainment venues, casinos, and nightclubs were prevented from opening while
restaurants and cafes were restricted to takeaway and home delivery. The next day,
further restrictions were announced for auction houses, beauty therapy, spas, boot
camps, swimming pools, accommodation. Hairdressers were limited to 30-minute
appointments, while weddings were limited to five people, and funerals to ten people.
By the end of March, Australians were prohibited from undertaking international
travel and return travellers were subject to 14 days of quarantine upon arrival. Over
the following months, tougher restrictions were rolled out as COVID-19 cases and
infections grew (refer Graph 1 and Graph 2). Pressure from these twin factors helped
make a virus elimination strategy irresistible.
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Graph 1: Cumulative COVID-19 Cases January - Current46
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Source: Department of Health, States & Territories Report 3/9/2020

46 Department of Health, States & Territories Report, 3 September 2020, https://www.health.gov.au/news/healthalerts/novel-coronavirus-2019-ncov-health-alert/coronavirus-covid-19-current-situation-and-case-numbers
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Interactive version: ft.com/covid19
Source: DHSC, Public Health England, Public Health Wales, Public Health Scotland, NI Dept of Health
© FT

Graph 2: COVID-19 Cases by Source of Infection by State and Territory Current47
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47 Department of Health, States & Territories Report, 3 September 2020, https://www.health.gov.au/news/healthalerts/novel-coronavirus-2019-ncov-health-alert/coronavirus-covid-19-current-situation-and-case-numbers
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The Failure of Mission Creep
For the first few weeks, Australia and its respective state governments appeared to
move in lock step with a loose global consensus on how to respond. However, a
hardline approach began to gain greater currency in government thinking overtime.
The point at which serious mistakes in government decision making took place was
when a shift in strategic objectives occurred.
Commonly referred to as mission creep, these type of goal adjustments impact almost
every kind of government initiative ranging from information collection and business
support, to bushfire recovery and overseas humanitarian adventures. Put simply,
mission creep is an expansion of objectives beyond the original goal which are
typically encouraged by early success, but often end in total failure.
In the case of Australia’s COVID-19 response, mission creep took the form of goal
shifting from “flattening the curve” and accepting a small number of cases in the
community (a risk management strategy to avoid hospitals being overwhelmed) to
permanent “virus elimination”. “Flattening the curve” by its nature means accepting
risk of COVID-19 transmission and putting in place measures to manage that risk, and
ensure that the spread is not so virulent so as to overwhelm the medial and hospital
system. Conversely, virus elimination relates to doing everything to reach a position of
zero risk, which in practice means zero cases.
Australia’s shift between the two objectives was subtle in language, but seismic in
policy. The most obvious example of this shift taking place occurred in early August
when Victorian Premier Dan Andrews stated that he would be introducing Stage 4
restrictions and part of his justification was that it would take until the end of the
year to eliminate the virus under Stage 348. Largely missed at the time, this statement
represented a formal abandonment of “suppressing the curve” in favour of “virus
elimination”. Rather than declare success at the avoidance of an overwhelmed hospital
system (the original objective), success was redefined as the elimination of the virus
within the community. This shift was driven by an unshakeable, yet false belief that
elimination was possible. It also took place without a public debate over its practically
or consequences.
The basis of government thinking on a virus elimination approach to COVID-19 is
rooted in four key drivers. These are:
1.

2.

Any COVID-19 related loss of life which is rationalised as part of government
policy is unacceptable to the Australian public. Therefore, such response should
be considered an unrealistic and unsustainable policy position;
Domestic lockdown measures, whilst harsh, will be temporary as the virus can be
contained and / or eliminated prior to a vaccine becoming available; and

48 The Hon. Dan Andrews MP, Daily Coronavirus Update, Press Conference, August 2020.
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3.

4.

The benefits of alternative approaches such as “risk minimisation”, “herd
immunity”, “specific resistance” and “disease break point” cannot avoid the
official endorsement of an acceptable COVID-19 mortality rate;
The social, economic, institutional, and cultural costs of an elimination strategy
are considered secondary to the direct health costs of COVID-19.

These four drivers sit at the foundation of Australia’s response to the COVID-19
pandemic. Critically, they are uncompromising, self-reinforcing and relentlessly
demanding. Critically, any future abandonment lessens the value of earlier
sacrifices. Put another way, any serious amendment of the policy requires a public
acknowledgement that earlier community sacrifices were demanded in error. For
many political leaders, such a concession is as politically intolerable as formalising a
COVID-19 mortality rate.
Frustratingly for the public, no thorough public debate of the alternatives has been
conducted. Nor has a discussion been held about the consequences of reoccurring
lockdowns due to continuous outbreaks, or how the significant economic and social
costs of lockdown outweigh policy alternatives such as maintaining a risk management
strategy (e.g. flattening the curve).
Adding to these concerns is the fact that a formal definition of success in terms of
transmission rates, active cases, fatalities and restriction timelines has been kept secret.
As too was the government sanctioned threshold for economic damage and the
suppression of personal liberty. Elimination at all costs became the only outcome that
mattered. Consequently, an ill-conceived virus elimination strategy (without any clear
definition of success) was enacted.
This mission creep decision combined with an echo chamber debate and no clearly
defined goals is what has enabled the imposition of the harshest lockdown measures in
Australian history. Within weeks, these measures would be responsible for suspending the
community’s civil liberties and triggering the nation’s first government sanctioned recession.
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Over the Cliff
(Stage 3 and Stage 4 Restrictions)
Australia’s response to the COVID-19 pandemic has brought about the nation’s first
official recession in almost 30 years, and has precipitated a broader humanitarian
crisis of mass and entrenched unemployment.
Shortly after the government’s policy shift occurred, restrictions began to roll out
curtailing domestic activities which were understood to facilitate virus transmission.
The restrictions and decision making were inconvenient and inconsistent, as were the
application of penalties.
At no point did government seriously entertain a debate about the long-term cost of
their decisions on individuals, jobs, or families and communities. Rather, the measuring
stick against which all alternatives were assessed was whether they would result in a
higher COVID-19 case rate. Thus, other consequences such as healthcare (e.g. cancer
screenings) and mental health (e.g. long-term unemployment and isolation) were
reduced to secondary concerns.
Within weeks of the first restrictions being imposed, the results were clear and the
early news good. New cases began dropping and community transmission levels
with it. Indeed, it was evident that by mid-April that the Federal Health Department’s
original best-case scenario for ICU bed demand had been overestimated by a
factor of 50. Very good news on the one hand, but a monumental failure of public
forecasting on the other.
Where the few outbreaks had emerged, responsibility could be traced to inexplicable
government decisions (e.g. Ruby Princess, New South Wales) and / or poor public
sector risk management (e.g. airport screening). On one particularly positive day,
no new cases were reported in the previous 24 hours (6 June). All this early progress
seemed to confirm the effectiveness of the flattening the curve approach.
Quite simply, based on the “shifting the curve” strategy, the mission had been
accomplished by mid-April. Governments should have acknowledged this publicly,
and started to re-open the economy and society accordingly.
However, as time wore on, this form of success was not considered enough. The
response to COVID-19 was redefined as pass-fail, and the existence of the virus in the
community represented failure. New cases began popping up, many of which could
not be explained. In what could only be described as highly misleading, governments
either implicitly or explicitly decided to adopt a virus elimination strategy where only
zero community transmission would be tolerated. This shift in policy occurred without
debate, without consent, in many cases without parliaments even sitting, without
regard to cost, without publicly available modelling and other information, and without
acknowledge that policy had even changed.
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The shift in policy occurred primarily for two reasons which are unrelated to underlying
considerations around the virus. Firstly, Premiers and public health bureaucrats, many
of whom are otherwise low-level functionaries, did not want to cede their newly found
power and authority. A virus elimination strategy will allow the emergency powers to
continue for many months, and possibly years, to come.
Secondly, what should have happened – which is a public acknowledgement that
the virus was less virulent or deadly as first conceived, that the hospital system was
unlikely to be overwhelmed, and the curve had been flattened – would have been an
embarrassing admission that the health bureaucrats and experts had erred significantly.
With only a few days warning, governments across the nation expanded their lock
down measures. Border controls were tightened; stricter social distancing measures were
introduced, and several forms of commercial and human interaction became regulated.
Naturally, restrictions varied depending on the spread of the pandemic and the population
density of the state, but the response was largely consistent, with one exception – Victoria.
Almost from the start, Victorian adopted a go-it-alone approach (Presented in Table
2). The Victorian approach has been driven largely by an unquestioning belief in
the superiority of a virus elimination response as well as supreme confidence in the
capability of the Victorian public service to achieve it. Consequently, Victoria imposed
Stage 3 restrictions which went beyond what other states had imposed. In particular,
they exceeded the NSW approach in terms of harshness which was still grappling
with the ramifications of the Ruby Princess debacle. As with the earlier measures, the
early health results were positive with Victoria leading the major states with the lowest
infection numbers. Sadly, this was not to last.
A catastrophic failure in quarantine oversight of overseas arrivals (e.g. hotels) and
infected locals (self-isolation orders) resulted in the virus spreading within the community.
In response, the Government imposed a multilayered lockdown. What initially began as
a Stage 4 lockdown on public housing towers, evolved into a Melbourne-wide Stage 3
lockdown. Weeks later, after the narrowly targeted Stage 4 lockdown had been eased,
measures would be expanded yet again to tackle spiraling and unexplained community
transmission rates. Greater Melbourne (and Mitchell Shire) were put under Stage 4
with Regional Victoria placed under Stage 3. In short, the Victorian community was
subjected to the greatest suspension of the civil rights in Australian history.
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Table 2: Victoria’s COVID-19 Response Timeline
Date
16 March

Restriction
State of Emergency declared until 13 April

22 March
28 March
12 April
2 May
11 May
11-12 May
17 May
24 May
25 May
31 May
14 June
21 June
22 June
30 June
4 July

School Holiday’s brought forward 3 days
Stage 3 Restrictions Introduced (Melbourne)
State of Emergency extended until 11 May
Cedar Meats Cluster Revealed
State of Emergency extended until 31 May
Lockdown Restriction Easement Announced
Lockdown Restriction Easement Announced
Lockdown Restriction Easement Announced
Failure of Hotel Quarantine Revealed
State of Emergency extended until 21 June
Lockdown Restriction easement Announced
State of Emergency extended until 19 July
Lockdown restrictions Retightened
Heightened Lockdown introduced across Ten Melbourne post codes
Nine Public Housing Towers enter Stage 4 Lockdown (with added
condition that they cannot leave their towers for five days)
Two Additional post codes added to Stage 4 Lockdown
Melbourne & Mitchell Shire Re-enter Stage 3 Lockdown
Closure of Victoria-NSW Border
Easement of Public Housing Towers Lockdown (Tower by tower)
State of Emergency extended until 16 August
Aged Care / Health Care Visitations restricted to carers once a day
Face Masks made Mandatory
Expansion of Lockdown Announced
State of Disaster Declared
Stage 4 Restrictions Introduced (Melbourne)
Stage 3 Restrictions Introduced (Regional Victoria)
Melbourne Curfew Imposed (8pm-5am)
Restrictions on Business Activity Announced

7 July
8 July
9 July
19 July
22 July
23 July
30 July
2 August

3 August
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The Overseas Experience
The COVID-19 response across the world has overwhelmingly prioritised controlled virus
suppression. Many responses have been similar, with only a few pursuing unique paths.
Overall, almost every country has claimed that their policy response has been
designed to avoiding their hospital systems being overwhelmed. Very few nations have
adopted a policy approach which prioritises the fastest possible economic and social
recovery. Outlined below is a summary of five different approaches and the results
they have achieved:

•
•
•
•
•

United States;
France;
Sweden;
Singapore; and
New Zealand.

Table 3: International Comparisons of Confirmed Cases, Fatalities and
GDP Forecasts (3/9/2020)49
Nation
United States

Confirmed Cases Fatalities
6,011,042
183,610

GDP Growth % 2020F
-7.3 to -8.5%

France
Sweden
Singapore
New Zealand
Australia
State of Victoria
World

276,466
84,532
56,860
1,408
26,049
19,336
25,884,895

-11.4 to -14.1%
-6.7 to -7.8%
-5.0 to -7.0%
-8.9 to -10.0%
-5.0 to -6.3%
-5.25 & 6.25% (CY20 & CY21)
-6.0 to -7.6%

30,539
5,820
27
22
737
650
859,130

The United States
The United States has had the highest number of tests, confirmed cases and fatalities
in the world.
84 million tests have confirmed over 6 million cases resulting in 183,610 deaths.
Every state in the United States has the virus with the highest fatality rates in those
states impacted early on with the highest population densities (New York, New Jersey,
Massachusetts and Connecticut). As the virus spread, fatalities rose sharply in states
with large population centres such as California, Texas, Florida and Illinois.
49 Sources: https://covid19.who.int/; https://www.health.gov.au/news/health-alerts/novel-coronavirus-2019-ncovhealth-alert/coronavirus-covid-19-current-situation-and-case-numbers; http://www.oecd.org/economic-outlook/
june-2020/; https://www.dtf.vic.gov.au/economic-and-financial-updates/victorian-economic-update;
Ministry of Trade Industry (Singapore).
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Table 4: US State Comparison of Tests, Confirmed Cases, Fatalities and the
Fatality Rate (IFR)50
State
New York

Tests
8,517,458

Confirmed Cases
437,251

Fatalities
33,059

Fatality Rate (IFR)
7.05%

New Jersey
California
Texas
Massachusetts
Connecticut

2,930,015
11,663,924
5,518,403
2,006,414
1,216,083

192,595
712,052
621,426
129,176
53,108

16,077
13,490
13,433
9,077
4,468

8.1%
1.86%
2.05%
7.47%
8.4%

The United States, much like Australia, is a large nation with a federal system that
separates government into three levels; federal, state, and local. This results in different
healthcare standards, policies and restrictions, vastly inconsistent community attitudes
to government control measures, a varied illegal migration mix and fluctuating spill
over effects for states which are closely conurbated. Critically, it also means the
national picture does not accurately reflect the effectiveness of policy responses in
different states and regions.
New York is the second biggest state and implemented the toughest restrictions on
business and people. It is also the state which has experienced the highest number
of fatalities. Much like Victoria and New South Wales, “non-essential” services were
ordered to remain closed and people stay home unless they had a lawful reason to leave
(e.g. purchasing food and medicines, or undertaking exercise). When venturing outside,
people were required to keep six feet apart. A similar standard was imposed in other
states in the American north east including New Jersey, Massachusetts and Connecticut.
New York, New Jersey, Massachusetts and Connecticut are ranked first, second, sixth
and thirteenth in terms of COVID-19 fatalities. Except for New York, none of these
states feature in the top five for confirmed cases. Interestingly, what stands out for all
four is their high fatality rate (IFR). These states were the deadliest in America to live in
during the COVID-19 pandemic (so far), with Connecticut leading on 8.4% – over four
times the national average.
At the other end of the country, border states with big cities and large illegal migrant
populations pursued different approaches with a mixture of “stay at home” and “shelter
in place” orders being issued. California which has the third highest fatalities enacted
a staggered shut down of the economy and social life ending in “stay at home” coming
into effect on 19 March. These restrictions were later expanded and eased, only to be
reintroduced on 13 July after a second wave of infections took off.
A similar approach was undertaken in Texas with “stay at home” orders enacted on
26 March followed by inconsistent enforcement and relaxation. In late April, a wind
back of restrictions began (one of the first in the country) and continue until late June
when soaring infections triggered a reintroduction of earlier lock down provisions.
50 Source: https://covid.cdc.gov/covid-data-tracker/?utm_source=morning_brew#cases;
https://www.realclearpolitics.com/coronavirus/country/united-states/
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Today, both California and Texas have the third and fourth highest COVID-19 fatalities
and highest and second highest confirmed cases. Importantly, the confirmed fatality rate
in both states is less than quarter of that experienced in New York and New Jersey.
A key reason for the differing fatality rates appears to be early misunderstandings
about the virus and failed risk management approaches. In other parts of the country,
decisions to prematurely end lockdown procedures without proper safeguards were
responsible for the outbreak of their deadly second waves.
The COVID-19 lockdown response has devastated the American economy. The
consequence of sustained lockdowns and social distancing measures has resulted
in an extended suspension of American life and trade. As a result, a deep recession
has occurred with unemployment soaring above ten% for the first time in ten years.
According to the OECD, the US economy will contract in 2020 by between -11.5 and
-14% compared to an OECD average of between -7.5 to -9.3%.

France
France was the first country in Europe to report a COVID-19 case and has the highest
fatality rate on the continent.
Over 7.5 million tests have confirmed over 276,466 cases resulting in over 30,539 deaths.
France’s response to its COVID-19 outbreak was to implement a national lockdown
which closed nurseries, schools, universities and non-essential public places (e.g.
restaurants, cafes and cinemas), as well as banning gatherings of more than 100
people. This was shortly followed by mandatory face masks (although this was to
later ease) and home confinement which lasted two months, travel restrictions and
roadblocks, and ten person limits on public space gatherings. New coloured zones
were also established which communicated localised restrictions like restaurant seating.
France’s national lockdown ended on 11 May with citizens returning to work and
children to school. These restrictions have subsequently been replaced with new
zones and permit arrangements largely determined by local authorities. Masks remain
compulsory on public transport and in schools but are obligatory elsewhere.
As things stand now, France is experiencing a second wave of infections with the
latest daily number once again exceeding 7,000 cases (3 September). This latest
figure represents a single day jump of over 2,000 cases, revealing a clear upwards
trajectory. Pressure on the hospital system is once again rising.
As forecast, France’s nationwide shutdown has dramatically reduced the country’s
economic output and workforce activity. According to the OECD, the economy is
forecast to contract in 2020 by between -11.4 and -14.1% compared to the Eurozone
area forecast of -9.1 to -11.5%.
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Frances economy has begun to recover as the lockdown restrictions have eased.
However, with infections rising again, it is hard to forecast when a return to preCOVID-19 conditions will be. Like many nations in Europe, France’s economic vitality is
closely tied to cross border access and trade.

Sweden
Sweden stands apart from most European nations as its COVID-19 response was far
more relaxed.
Approximately one million tests have confirmed fewer than 84,532 cases resulting in
5,820 fatalities.
The Swedish Government purposely rejected a heavy virus elimination approach in
favour of an unspoken pursuit of a “herd immunity” strategy. According to official
policy documents, their coronavirus policy aims to:

•
•
•
•
•
•

“Limit the spread” of infection in the country;
Ensure health care resources are available;
Limit the impact on critical services;
Alleviate the impact on people and companies;
Ease concern, for example by providing information; and
Ensure that the right measures are taken at the right time’51

In terms of restrictions, schools were closed to children aged over 16 and large
gatherings were “discouraged”, but social venues and public spaces were left open,
as was the choice to socially distance. At the heart of the Swedish health strategy was
the belief that:

•
•
•

All nations will end up with the same fatality rates regardless of their response;
Achieving herd immunity amongst the most resistant parts of the population
would limit its spread to the most vulnerable; and
The above two points could not justify the economic cost a hard lockdown
would impose.

Initially, this approach enjoyed popular domestic support. Over time however, it has
suffered a public backlash primarily due to soaring fatalities amongst aged care
residents and other vulnerable groups. Astoundingly, over half of Sweden’s COVID-19
deaths have been residents in aged care facilities who were primary focus of the
Government’s protection priority.
Compared to its European peers, the Swedish economy has fared reasonably well
considering the unavoidable impacts on trade, tourism and the movement of people
and goods. According to the OECD, the Swedish economy is forecast to contract in
2020 by between -6.7 and -7.8% compared to the Eurozone area of -9.1 to -11.5%.

51 Source: https://www.government.se/government-policy/the-governments-work-in-response-to-the-virusresponsible-for-covid-19/
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Singapore
Singapore was an early success story in South East Asia in the fight against COVID-19,
but like Victoria, it fell victim to a sudden second wave infection surge.
Two million tests have confirmed over 56,860 cases resulting in 27 deaths.
Singapore’s initial response was to issue face masks to all Singaporeans, excluding migrant
workers. This approach had early success, but celebrations proved to be premature.
What brought Singapore undone was a second wave brewing among migrant workers
living in crowded dormitories. Similar to Victoria’s Stage 4 approach on public housing,
Singapore’s dormitories were forcibly locked down to contain the outbreak whilst the
rest of the nation entered an eight-week lockdown to eliminate community transmissions.
The Singapore lockdown involved masks, social distancing, staying indoors, working
from home and takeaway orders from restaurants. For the residents of the dormitories,
it involved staying indoors in crowded conditions for 23 hours per day.
Singapore largely brought its second wave under control by instigating a very
disciplined, focussed but harsh response. Over a very number of weeks, it reduced its
cases from 1,426 per day to approximately 300.
Today, the second wave is mostly contained – but with a heavy price for migrant
workers who represent the overwhelming majority of confirmed cases.
Singapore’s response to the COVID-19 pandemic has had a significant impact on the
economy. According to MTI, the Singaporean economy is forecast contract in 2020 by
between -5.0 and -7.0% with 3,800 companies closing in April alone.52
As a major international travel and transport hub, Singapore is particularly vulnerable
to the international shock caused by COVID-19. The worst impacted sectors include
all supply chain and export markets, tourism, retail, food services and construction.
Unemployment is currently at its highest in a decade at 3.5%.53

New Zealand
Shortly after COVID-19 became a global pandemic, New Zealand adopted an early
elimination strategy through the imposition of a hard lockdown.
Over 797,000 tests have confirmed 1,408 cases and 23 deaths.
New Zealand’s first case was detected in late February which brought about a
three-step response for virus elimination:

52 Chee Hong Tat, “Ministerial Statement”, 6 June 2020
53 Toh Ting Wei, “Resorts World Sentosa to retrench staff amid ‘devastating impact’ of COVID-19 pandemic”,
The Straits Times, 15 July 2020
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•
•
•

Border controls for overseas arrivals;
A lockdown and physical distancing to stop community transmission; and
Case based controls using testing, contact tracing and quarantine.

The New Zealand lockdown came into effect on 25 March and was followed by a
multi-stage easing ending in early June. The lockdown concluded earlier than planned
due a 17 period of no new reported cases. Overall, New Zealand took 65 days to
eliminate the virus.
Upon announcing the end of lock down, New Zealand PM stated that “elimination is
not a point in time, it is a sustained effort.”54
New Zealand subsequently enjoyed 102 days being declared virus free before it
remerged in mid-August. Shortly after, a fresh lockdown was imposed. The threemonth virus free period saw an end to social distancing and public gathering limits,
allowing the economy to begin its recovery.
At the time of writing this paper, Auckland has exited its second lockdown after
regaining control of its viral outbreak. New Zealand’s economy is forecast to contract
in 2020 by -8.9% and -10%.

54 British Broadcasting Corporation, “New Zealand lifts all Covid restrictions, declaring the nation virus-free”,
8 June 2020, https://www.bbc.com/news/world-asia-52961539

31

Institute of Public Affairs

www.ipa.org.au

Lockdown Retrospective
Hindsight is a terrific thing. Equally important is the capacity to admit when mistakes
have been made and forgive decisions made by the fallible.
Australia’s response to the COVID-19 pandemic is riddled with misjudgments at all
levels of society. A large driver behind these judgements was an early and incorrect
assessment of the scale of the COVID-19 threat. Now that a better assessment of the
threat is available, as well as a clearer picture of what kind of damage our response
has caused, it is timely that a policy reset take place.
The community deserves nothing less than a clarification of the facts as we now know
them, an honest appraisal of what has happened, a review of which policies have
worked and failed, and which ones must change. Outlined below is a summary of the
key lessons learnt during the first six months of the COVID-19 pandemic.

Forecasts and Overreach
Most forecasts concerning COVID-19 infectiousness and lethality have been proven
incorrect. Assumptions about transmission forms, viral behaviour and antibody
detection have also been wrong. Consequently, early modelling and information
circulated was prepared using incomplete data, unrelatable data sets and a limited
understanding of the virus being studied.
Early estimates by Imperial College London55 of an 80% infection rate without
intervention panicked the global community into pursuing an early flattening of the
curve (to avoid ICUs being overloaded) and virus elimination approach (through hard
lockdowns). Compounding this view were high-profile infections (Australian Home Affairs
Minister Dutton and UK Prime Minister Johnson), substantial rises in unexplained deaths56
and widely published fears that COVID-19 related deaths could be underestimated
by as much as 25%.57 What was initially seen as an unstoppable disease pandemic
with a frightening “R” number (the reproduction rate for virus spread) proved to be a
formidable, but less diabolical enemy. Within six months of the outbreak, the infection
rate had been dramatically reduced with current estimates subject to factors such as
social distancing, genetic immunity, population age and seasonal conditions.
Preliminary data on the IFR and CFR (Case Fatality Ratio) were also well off. IFR was
estimated by the WHO in March to be 3.4% - well above the seasonal flu IFR of
0.1%. Early CFR estimates were also in accurate ranging from 25% to 0.1%.58 Overall,
as knowledge and treatment improved, both rates were revised down. At present,
reputable IFR estimates range between 0.2% and 1.4% based on local factors, with
55 Imperial College London, “Report 9: Impact of non-pharmaceutical interventions to reduce COVID-19 mortality and
healthcare demand”, March 2020: https://doi.org/10.25561/77482
56 See European Mortality Monitoring Project, https://www.euromomo.eu/
57 Josh Katz, et. al, “Tracking the real coronavirus death toll in the United States”, New York Times, 19 August 2020
58 World Health Organisation, “Estimating mortality from COVID-19”, Scientific Brief, 4 August 2020
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the US Centers for Disease Control and Prevention (CDC) asserting a current estimate
of 0.65 per cent.
What led modellers to assume a higher IFR was the early data came from nations
with weak healthcare infrastructure (China) and high vulnerability communities
(Italy). Italy proved a perfect storm of bad luck with its elderly population (the oldest
in Europe), hosting direct flights from Wuhan to Lombardy, Europe’s worst hospital
hygiene standards, Europe’s highest operating ICU rate (90-95% capacity), and poor
air quality further elevating the nation’s risk profile. Even cultural traits like traditional
Italian “kiss hello” greetings compounded their problems.
In the United States, similar misunderstandings undermined the data epidemiologists
were receiving. Intubation proved deadly. Infected people from aged care facilities
were sent back from hospitals to their aged care homes for treatment resulting in the
tragic situation of isolating the infectious amongst the vulnerable. Later, the shortcomings
of hard lockdowns were exposed with home isolation of suspected infections resulting to
family members being exposed to higher and deadlier viral loads.
Against the backdrop of soaring international fatality rates, it was not unreasonable to
assume the pandemic could overload Australian ICU services and cripple the economy.
Thankfully, this never occurred. At present, 391 people are in hospital with COVID-19.
Only 26 are in ICU. Sadly, we did underestimate the COVID-19 infection rate on
healthcare workers. Since the pandemic began, Victoria has suffered over 1,850
cases alone.59

Costing Lockdown Vs No Lockdown
The hardest debate societies have been trying to resolve during the COVID-19
pandemic has been whether lockdowns serve the national economic interest in the
long-term or not. On one hand, society and the economy is placed in a government
imposed straitjacket with devastating consequences for workers, consumers and
individuals, and on the other, an economy operating without a lockdowns risks the
same fate if unacceptably high fatalities force stakeholders to isolate on a voluntary
basis anyway.
James Stock from Harvard University put this dilemma best when he said “if you keep
the shutdown going for 2 months more than we need to, that’s just an unbelievably
costly mistake…if we lift the shutdown 2 months too soon, that would be an
unbelievably costly mistake.60” In truth, no one is sure what the exact cost of either
choice will be because there are too many variables – including whether a vaccine
will appear or if the virus itself will mutate. What is certain however, is that both
approaches have risks and that governments must manage them.

59 Victorian Department of Health and Human Services, “Coronavirus update for Victoria”, https://www.dhhs.vic.gov.
au/coronavirus-update-victoria-08-september-2020
60 Warren Cornwall, “Can you put a price on COVID-19 options?” Science, 31 March 2020 https://www.
sciencemag.org/news/2020/03/modelers-weigh-value-lives-and-lockdown-costs-put-price-covid-19
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Accepting that Unknowns Remain
Making decisions during the COVID-19 pandemic with incomplete information was
always going to be difficult. Sadly, six months into the crisis several important questions
remain unanswered. Perhaps one of the greatest unknowns relates to why infection
cases are rising at the same time COVID-19 fatalities are falling. This is statistical
conundrum is highlighted in Graph 3 below.
Graph 3: UK COVID-19 Cases vs Deaths (7 Day Rolling Average)61
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but deaths have not followed
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Experts remain divided on why these figures are moving in different directions, but
some of the most common explanations include:

•
•
•
•
•

Lag times on reporting deaths are trailing the test results;
Testing is picking up milder and asymptomatic cases;
Young people represent a greater number of infections, and they are more resistant;
Masks are reducing the viral load, meaning overall resistance has become
easier; and
Hospital treatment has improved, and early treatment errors have been corrected.

Whilst it is clear that medical experts disagree on the cause of this diversion of data, they
do agree that if the IFR is falling, it is because the disease is being combatted effectively.
Frustratingly, those same experts remain divided on where IFR trend data is heading!
What all this means is that decision making will continue based on the best information
available, rather than a complete and accurate picture. This reality represents yet
another uncharitable challenge for our leaders to manage.

61 Martin Stabe, et. al, “Why UK coronavirus deaths are falling even as cases are rising”, Financial Times, 25 August 2020
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The Role of Human Error
As mentioned above, all humans are fallible. Consequently, it should not come
as a surprise that government errors such as hotel quarantine, aged care home
mismanagement, the failure of individuals to isolate and ineffective contact tracing are
not attributable to the virus itself. Victoria’s Stage 4 lockdown was triggered because of
a succession of human errors. Had Victoria’s pandemic response measures been better
managed, Stage 4 and its terrible ramifications would not have been necessary.

Improvements
Balanced against the errors and unknowns is the fact that our response to this pandemic is
getting better. Over the last six months, the collective effectiveness of the global community
has soared with testing rates rising, IFRs and hospital mortality rates generally falling, and
ICU treatment becoming increasingly effective. The community response has also improved
with mask use reducing viral loads and social distancing measures limiting transmission.
Importantly, we also understand the virus better. We know that it can be spread
without symptoms and be defeated without symptoms. We know the fatality rate can
be up to 100 times greater for people over 70 than under 4062. And we know that our
ICUs can cope better than we feared, especially with a better understanding of the
effectiveness of the steroid dexamethasone.
Finally, we have also come to recognise that the virus will not be the end of the world.
Future outbreaks will occur, but they will be managed. Humanity is adapting and will
undoubtedly survive.
What is clear from these various insights is that whilst governments are dealing with
an extremely complicated situation, an evolving response remains our best pathway
through. New information and greater scientific knowledge demands an evolving
policy response – and a fresh approach is long overdue.
Looking forward, the following four things should help reshape Australia’s COVID-19
policy response:
1.
2.

3.
4.

The initial lockdown measures were an overreaction to a global pandemic which
was poorly understood; and
Human error has artificially enhanced the lethality of the virus, and despite
inevitable improvements within emergency management systems, errors will
continue to occur;
Virus elimination and eradication are unrealistic goals without a vaccine and
whilst global transmissions are rising; and
Decision makers overseeing the COVID-19 response need to accept the above
and substitute a “risk elimination” approach with a “risk management” one.

62 Derek Thompson, “COVID-19 cases are rising, so why are deaths falling?”, The Atlantic, 9 July 2020
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Our Likely Future
Despite the hopeful rhetoric of world leaders and medical professionals, it remains
unclear when the COVID-19 pandemic end.
Optimists argue that a vaccine will be available, effective and in wide use resulting in
the decline of the pandemic sometime in 2021. Conversely, pessimists fear COVID-19
has no cure or that its continued evolution will simply mean that some form of
coronavirus will be with us for the foreseeable future. Without a crystal ball to resolve
the uncertainty, no one can really be sure what the future holds.
What is clear is that the world has been economically and socially devastated. In
addition to the COVID-19 death toll, the international system has been shattered,
global trade has eased, human connectivity has crashed, economies have sharply
contracted, capital, wealth and businesses have been destroyed, and unemployment
and public debt have soared. At present, approximately 80% of the global workforce
has been impacted by full or partial lockdown measures – almost 2.7 billion workers63.
According to the World Bank, global growth is forecast to contract between 5-8% with
between 71-100 million people pushed into extreme poverty.64
Social stability and the community’s vitality and mental health has been severely
punished as a result of rising poverty, delayed emergency department visits, surgery
and medical screenings, child mortality, the effects of isolation, anxiety, family
breakdown, domestic violence, incidents of self-harm and suicides. Personal freedoms,
democratic principles and overall liberty have also been eroded as human activity
has been restricted to reduce virus transmission. In retrospect, 2020 has also been a
tremendous year for autocrats.
Looking forward, if the pandemic continues into 2021 or beyond, and existing policy
settings do not change, what is widely accepted as deep recession may well evolve
into a lingering depression.

63 Giles Clark, “COVID-19: the impact could cause equivalent of 195 million job losses”, UN News, 8 April 2020
64 Robin Dunbar et. al, “Is humanity doomed because we can’t plan for the long term?”, The Conversation,
5 August 2020
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An Alternative to Lockdown –
“Medical Capacity”
A detailed examination of the overseas experience has concluded that there is no silver
bullet in terms of a win-win response to the COVID-19 pandemic.
Nations with low infection rates have sunk their economies by imposing draconian
restrictions without the success of elimination (e.g. New Zealand).
Equally, nations with softer restrictions have experienced high fatality rates which they
claimed they could avoid (e.g. Sweden).
Finally, island nations which were prudent enough closed their borders quickly and
had minimal errors in their early pandemic response have yet to achieve lasting and
successful elimination.
What has become clear for all nations, successfully led or otherwise, is that lockdown
policies don’t work any better than loose healthcare restrictions do, all things considered.
The latter results in unacceptable fatality rates and the former impose significant and
in many cases irreparable economic, social, and humanitarian damage. A sustainable
choice cannot be made between the health of citizens and the vitality of an economy,
which in turn affects the health of citizens. Governments must consider the short and
long-term health, social, cultural, and economic consequences of their decisions.
Therefore, a proportionate, risk-based, and targeted approach which allows us to live
with COVID-19 is required.

A new framework for managing the COVID-19 pandemic
The current COVID-19 pandemic model does not work.
It has placed too much emphasis on the unachievable goal of virus elimination at the
cost of the economy, personal liberty, and Australia’s social fabric.
Outlined below is a new framework which better manages the twin priorities of
community healthcare and economic reality.
In the absence of infallible border control, quarantine measures and contact tracing,
“virus elimination” policy should be replaced by a “medical capacity” strategy which
is proportionate, risk-based, and targeted and solely focused on maintaining
medical capacity.
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This would involve:

•
•
•
•
•

High-quality contact tracing like with NSW.
Random community testing (and voluntary testing facilities).
Targeting localised outbreaks.
Protection of the elderly and vulnerable.
Continued international border control measures.

This paper proposes four practical methods for pursuing a “medical capacity”
approach depending on the number of new daily COVID-19 cases in a given State.

COVID Normal
COVID Normal states are states with 10 or fewer new daily cases over a 14-day period.
COVID Normal states would have:

•
•
•
•
•

Full relaxation of all social distancing and community isolation measures.
Continued random community testing.
Continue with NSW-style contact tracing.
International arrivals require 14-day quarantine inside the COVID Normal state.
Unrestricted travel with other normal states, but restrictions could remain in place
for inbound travellers from COVID Light and COVID Medium states.

COVID Light
COVID Light states are states with more than 10 but fewer than 100 new daily cases
over a 14-day period. COVID Light states would have:

•
•
•
•
•
•
•
•

38

Quarantine for inbound travellers.
International arrivals require 14-day quarantine inside the COVID Light State.
Return to work, school and recreation with self-regulated social distancing.
Mandatory social distancing for activities which are of a high-risk of transmission
(for example, gatherings taking place in enclosed spaces).
Masks optional.
Continue with NSW-style contact tracing.
Strict protection measures of the vulnerable and high risk (with a plan for their
visitors and carers).
Obligatory, but not mandatory stay at home measures for people aged 70+ years.
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COVID Medium
COVID Medium states are states with between 101 and 500 active daily cases over a
two-week period.
COVID Medium states (Victoria) would have:

•
•
•
•
•
•
•
•
•
•
•
•
•

•

•

Schools open.
Geographical lockdowns where outbreaks occur.
Work and recreational activities permitted where social distancing is possible.
Masks optional except under conditions where social distancing is not possible,
such as on public transport.
Implement with NSW-style contact tracing.
Indoor gatherings limited to less than 100, outdoor to less than 500, with social
distancing observed.
Continued random community testing.
Strict protection measures of the vulnerable and high risk (with a daily screening,
routine testing and private activity commitment from visitors and carers).
Obligatory, but not mandatory “stay at home” measures for people aged 60 years.
Mandatory “stay at home” measures for people aged 70+ years.
A public, transparent and medically justified strategy for transitioning to
COVID Light.
International arrivals require 14-day quarantine inside the COVID Medium state
Interstate Travel - COVID Normal states
» Outbound - Permit based access requiring 14-day quarantine inside the
COVID Normal state.
» Inbound - No requirements
Interstate Travel - COVID Light states
» Outbound (return) - Permit based access requiring 14-day quarantine
inside the COVID Light state.
» Inbound – No requirements
Interstate Travel - COVID Medium states
» Outbound (return) - Permit based access requiring 14-day quarantine
inside the COVID Medium State.
» Inbound – Permit based access requiring 14-day quarantine inside the
COVID Medium state.

COVID Heavy
COVID Heavy states are states with more than 500 new daily cases.
COVID Heavy states would pursue lockdown restrictions equivalent to Stage 3, with
the exception that schools would be open as normal.
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Conclusion
The lockdowns introduced to manage the spread of COVID-19 have imposed
substantial and long-lasting social, economic, and institutional costs on Australians.
Research and analysis by the Institute of Public Affairs identified that lockdowns have
imposed five main costs:
1.
2.
3.
4.
5.

Destruction of the dignity of work.
Disproportionate impact on young Australians.
The exacerbation of an oligopoly nation where small businesses have been
disproportionally impacted.
The creation of two Australias.
Rapidly growing public debt.

At the same time, the lockdown measures are of questionable efficacy and
effectiveness in attaining publicly stated public health goals. The best available
evidence suggests that lockdowns beyond two months are counter-productive and
lead to a second wave of infections.
Governments at the state and Commonwealth level have persistently changed policy
objectives without publicly admitting that they had done some. The original objective
of “flattening the curve” was achieved in mid-April on the basis of international travel
restrictions, rather than domestic isolation measures.
Rather than acknowledgement that the original objective had been attained,
governments shifted objectives to virus suppression and elimination.
The effect of this change of strategy has been to prolong the lockdowns unnecessarily,
and therefore to continue to needlessly inflict substantial economic, social, and
institutional pain across the nation.
Many commentators and policymakers have predicated that there would be a
“snapback” as the economy and society were “unfrozen” by policymakers. However,
this is a simplistic and naïve analysis.
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Many of the jobs and businesses destroyed will not reappear once the lockdowns end.
Some 52% of the population is dependent on government support in one form or another.
The population is likely to become more risk-averse and less willing to start their own
business and instead seek the safety of the public service.
A different approach to managing COVID-19 that doesn’t rely on lockdowns is required.
Based on international and domestic evidence, this paper argues that such an
approach would be risk-based and proportionate, with the ultimate goal of allowing
Australia to again become one whole country which has the systems and policies
in place for its citizens to live with the coronavirus while they engage in their normal
commercial, social, and recreational pursuits.
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Appendix A: Modelling of COVID-19
Response Scenarios
This paper provides modelling of three scenarios over the period from the June 2020
quarter to the June 2022 quarter:

•
•
•

Scenario One: No COVID-19 and so no government intervention.
Scenario Two: Response to COVID-19 based on “medical capacity”.
Scenario Three: Response to COVID-19 based on “elimination”.

The modelling compares scenarios two and three with scenario one over the period
from the June 2020 quarter to the June 2022 quarter in terms of the cost to gross
domestic product (GDP), and finds:

•
•
•

The medical capacity strategy imposes a cost of $93.8 billion (the equivalent to
7% of GDP).
The elimination strategy imposes a cost of $319 billion (the equivalent to 23%
of GDP).
The elimination “premium” is $225.2 billion (the equivalent to 16% of GDP).

For purposes of comparison, the cost of the elimination strategy is 2.2 times the total
annual value of Australia’s entire Health Care and Social Assistance industry (which
$142.9 billion).
This modelling builds on the model prepared by Dr Martin Lally of Capital Financial
Consultants in New Zealand.65 Dr Lally estimates that the New Zealand economy
experienced a 28% contraction due to COVID-19 restrictions, and conservatively
assumes that 25% of this contraction can be attributed to the aggressive suppression
strategy pursued by the New Zealand government, and as such that the cost of
pursuing suppression rather than mitigation cost NZD $22 billion. Dr Lally’s “mitigation”
strategy is similar to the medical capacity concept presented in this paper.
However, this paper develops on Lally’s modelling by using industry-based data to
provide an estimate of the counter-factual of a medical capacity strategy rather than
an elimination strategy. That is, rather than assuming the extent of contraction as Lally
does, the IPA’s model provides contraction estimates at the industry level, and then
aggregates these to form a GDP estimate.
The assumptions and calculations for the three scenarios are as follows.

65 Martin Lally, “The Costs and Benefits of a COVID-19 Lockdown,” Capital Financial Consultants, August 2020,
https://croakingcassandra.files.wordpress.com/2020/08/martin-lally-cost-benefit-assessment-of-covidlockdown-august-2020.pdf.
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Scenario 1: No COVID-19
If COVID-19 never developed then there would have been no need for government
intervention, and this model assumes that GDP would have continued to grow at its
long run average of 2.4% per year over the period from the June 2020 quarter to the
June 2022 quarter.

Scenario 2: Medical Capacity
Under this scenario, it is assumed that after the curve was flattened in mid-April, state
governments would have moved to the “COVID Normal” plan, with the only significant
limitation being around international travel, and so the economic effects would be
concentrated in sectors exposed to international tourism and international education.
Gross value added (GVA) in the Accommodation and Food Services sector and the
Arts and Recreation sector suffered a 10% contraction in the June 2020 quarter and a
5% contraction in the September 2020 quarter, compared to December 2019 levels.
GVA in the Transport, Postal and Warehousing sector and the Rental, Hiring and Real
Estate Services sector suffered a 5% contraction in the June 2020 quarter and a 3%
contraction in the September 2020 quarter, compared to December 2019 levels.
GVA in the Retail Trade sector contracted by $297 million in the June 2020 quarter,
which is one-third of the actual contraction seen in the sector in that quarter. This is
based on the fact that retail trade would have resumed to normal levels after a brief
downturn assumed to last the whole of April.
GVA in the June quarter in the Financial and Insurance Services, Public Administration
and Safety, Education and Training, and Ownership of Dwellings sectors were equal
to the actual GVA in the June quarter for those sectors. These sectors then saw a
growth of 0.51% in the September quarter.
GVA in all other sectors saw a growth of 1.2% between the December 2019 and June
2020 quarters.
In addition to the contractions outlined above, GVA from tourism was assumed to be
reduced by 80% in the June quarter and 50% in the September quarter, and GVA from
international education was assumed to be reduced by 50% in the June quarter and 20%
in the September quarter. This led to a cost to GVA of $15.87 billion in the June quarter,
and $8.86 billion in the September quarter. These costs are calculated based on the
$55.9 billion total contribution of tourism to GVA in the 2018-19 financial year,66 and the
$37.5 billion contribution of international education to the economy in the same year.67
After the September 2020 quarter, GVA is assumed to grow by 0.6% per quarter until
December 2020, and from March 2021 to June 2022 is assumed to grow by 0.75%
per quarter.
66 Tourism Research Australia, “Tourism Satellite Account: Summary of Key Results, 2018-19,” Australian Trade and
Investment Commission, December 2019, https://www.tra.gov.au/ArticleDocuments/185/Tourism%20Satellite%20
Account%202018-19.pdf.aspx, p. 1.
67 Australian Bureau of Statistics, “International Trade: Supplementary Information, Financial Year, 2018-19,”
cat. no. 5368.
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Scenario 3: Elimination
The elimination scenario is based on estimates provided by the Reserve Bank of
Australia (RBA).68 The RBA estimates that under the elimination strategy which state
governments are currently pursuing, the September 2020 quarter GVA will be around
8% below December 2019 levels.
Under its more optimistic baseline scenario, the RBA estimate implies that GVA will
recover to December 2019 levels by June 2022. As such, the long-term costs of the
elimination strategy presented here are conservative and based on strong economic
growth from the December 2021 quarter through to the June 2022 quarter.
Graph 4: Australia’s quarterly GDP under COVID-19 scenarios

Source: IPA, ABS, RBA.

68 Reserve Bank of Australia, “Statement on Monetary Policy, August 2020,” August 2020, https://www.rba.gov.au/
publications/smp/2020/aug/pdf/statement-on-monetary-policy-2020-08.pdf, p. 91.
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