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Abstract

In Germany, measures to contain the coronavirus were relaxed in some areas at the beginning of
March; in many places, for example, the restrictions on private and public gatherings were eased,
and retail stores are increasingly able to receive customers again. The aim of these decisions is to
allow for more economic mobility and personal contact between people. However, the frequency of
contact is a major factor influencing the rate at which the coronavirus spreads, especially since the
relaxations have so far not been accompanied by a systematic testing strategy; and vaccination pro-
gress has so far also fallen short of expectations. Estimates based on a model of the relationship
between containment measures (Oxford COVID-19 Government Response Tracker, Stringency Index),
economic mobility (Google Mobility Data), new corona infections, and deaths with data from
44 countries suggest that the recent relaxations increase economic mobility by ten percentage
points and the number of new infections and deaths in Germany by 25%. Because both continued
lockdown and relaxations have significant negative consequences, it is even more important to
enable further relaxations through better testing and quarantine strategies and by increasing the
pace of vaccination without putting people's health at risk.

Keywords: containment policy, coronavirus, lockdown, mobility

JEL classification: E32, H8, 11

1 Introduction

To contain the spread of coronavirus, many countries have implemented restrictions on mobility
and public life. Examples of such measures include school and business closures, cancellation of
major events, restrictions on freedom of assembly, closure of public transport, curfews, and
restrictions on national and international travel. The overall intensity of these measures, as
measured by the Oxford COVID-19 Government Response Tracker (Stringency Index), rose to a high
level in Germany in the wake of the first wave of infection in spring 2020 (see figure 1). In the sum-
mer of 2020, some measures were withdrawn or relaxed. Since mid-October 2020, measures have
been tightened again: Restaurants were closed in November; large parts of the retail sector and
general education schools in mid-December. Mobility, which is also important for many economic
activities, reflects the level of containment measures (see figure 2).

Empirical evidence demonstrates that, on the one hand, public life restrictions are likely to mitigate
the number of new corona infections; however, ever further containment measures tend to have
smaller and smaller effects on the number of new infections (Bendavid et al. 2021) and on the num-
ber of deaths. On the other hand, containment measures affect economic activity; the longer con-
tainment measures last and the more intensive they are, the higher the direct economic costs of
containment policies. For example, lost sales can lead to corporate bankruptcies (Holtemdller and
Muradoglu 2020). Thus, there is a certain trade-off between reducing deaths and serious disease



Figure 1

Intensity of corona containment measures in Germany
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Sources: Oxford COVID-19 Government Response Tracker 17.03.2021; own calculations; IWH presentation.

progression and avoiding economic losses. 1 However, this does not mean that it is not optimal from
an economic perspective in the medium to long term to accept some level of income loss associated
with containment measures (Holtemoller 2020). But it does mean that the various effects must be
weighed against each other when deciding whether to take or withdraw containment measures.

Figure 2
Mobility
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Sources: Google; own calculations; IWH presentation.

1 In addition to the economic costs of containment measures, other effects, such as on mental health, children's
developmental opportunities, or educational inequality, play an important role in the overall societal assessment.



2 Relaxations and increasing corona cases

In Germany, there is currently intensive discussion about relaxing containment measures. There has
already been a relaxation in some areas; for example, face-to-face classes are once again being held in
schools in many places, albeit with restrictions, and retail stores are increasingly able to receive
customers again. This allows for a resurgence of mobility and personal contact between people. How-
ever, the frequency of contact is a major factor influencing the rate at which the coronavirus spreads.
The relaxations are not yet accompanied by a systematic testing strategy; and vaccination progress has
so far fallen short of expectations. Indeed, recent data thus suggests an increase in mobility (see figure 2)
and, at the same time, an accelerated increase in new infections (see figure 3).

Figure 3
Corona cases in Germany

Daily new infections and 7-day moving average
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Sources: Oxford COVID-19 Government Response Tracker 18.03.2021; own calculations; IWH presentation.

The extent to which the current relaxations are increasing economic mobility and the incidence of
infection in Germany can be estimated using the empirical relationship between containment
measures, economic mobility, and new infections from the past. To do so, we use the model of
Camehl and Rieth (2021).2We simulate a counterfactual scenario without the early March relaxa-
tions, i.e., the stringency index is held constant in this hypothetical scenario. We contrast this with
a scenario in which the stringency index falls by 5%, which is roughly equivalent to its decline in
early March. The difference between these two scenarios is shown in figure 4.

Compared with the alternative scenario without easing, the stringency index falls below its initial
level for just under two weeks. The easing is associated with a rapid increase in economic mobility.
Over the course of the first week, it rises steadily, by as much as ten percentage points. It remains
about a month above the level it would have been if the easing had not been implemented. The

2 A short non-technical description of the model can be found in the appendix.



increased mobility enables more economic and social activity again, so that the negative conse-
quences of the lockdown, for example in the area of education or culture, are mitigated and the
economic situation of the affected companies can stabilise again.

However, the increase in economic mobility is accompanied by significantly more new infections.
While the increase in cases is initially small due to incubation period, the number of cases continues
to rise over the course of the first few weeks compared with the alternative scenario without relaxa-
tion. The peak is reached after about a month and amounts to about a quarter more infected persons
than without the relaxations. Only gradually do the numbers of cases start to decline again. Even
after two months, they are still higher than they would have been without the relaxations.

Figure 4

Effects of early-March relaxations on mobility and on corona cases
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Sources: Camehl, A.; Rieth, M.: Disentangeling Covid-19, Economic Mobility, and Containment Policy Shocks. IWH Discussion
Paper 2/2021, Halle (Saale) 2021; own calculations.

With a delay of about three weeks, the additional new infections become noticeable in the number of
deaths. There is a substantial increase in the number of people who die in association with COVID-19.



The increase is proportional to the increased number of infected persons and is approximately 25%
after six weeks. Even after two months, deaths are still significantly above the trend in the alterna-
tive scenario without relaxations.

3 Economic policy implications

The easing of containment measures is already showing its first traces in the data. Both economic
mobility and the number of confirmed COVID-19 cases have increased markedly in recent days. Our
estimates suggest that the number of new infections in the coming weeks is likely to be 25% higher
than the number of cases expected without the recent relaxations. However, the increase in economic
mobility by more than ten percentage points also allows for more economic and social activity, so that
the negative consequences of the lockdown are mitigated. The model employed in the study can be
used to quantify this short-term trade-off; this provides policymakers with an important basis for
decision-making. Because both continued lockdown and relaxation have significant negative conse-
quences, it is even more important to allow further relaxation through better testing and quarantine
strategies and by increasing the pace of vaccination without compromising human health.



Appendix

Empirical model

To estimate the relationship between economic mobility, infected persons and deaths, a Bayesian panel
model in the form of a structural vector autoregression is used (Camehl and Rieth 2021). It includes five
variables: cumulative COVID-19 deaths, cumulative COVID-19 infections, a containment index, an eco-
nomic mobility index, and a small business stock price index. All variables except the mobility index are
in logarithms and enter the model in levels. There are 14 lags used in the model. The high number of
lags allows for reliable forecasts for several months. To have enough observations to estimate the high
number of model parameters, data for 44 countries are used. These countries represent about 80% of
the world's infected and deaths and three quarters of global production.

The structural containment policy shock is identified by using sign restrictions (Arias et al. 2018). It is
assumed that an unexpected relaxation of containment measures lowers the stringency index in the
model. Furthermore, this relaxation is assumed to lead to an increase in economic mobility and an
increase in the number of infected people after seven days at the latest. However, the exact dynamics
and magnitude of these increases emerge from the estimation and depend on the size of the relaxation,
i.e., the size of the shock.
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