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EXECUTIVE SUMMARY

The COVID-19 pandemic has struck against the backdrop of a preexisting sluggish global growth
outlook, with low inflation and nominal interest rates. The pandemic has elevated the need for fiscal
policy action to an unprecedented level. This issue of the Fisca/ Monitor discusses the role of fiscal policy
to save lives, protect the most-affected people and firms from income losses, unemployment, and
bankruptcies, and reduce the likelihood that the pandemic results in a deep, long-lasting slump.

The human cost of the pandemic has intensified at an alarming rate, and the impact on output and
public finances is projected to be massive. Government responses should be swift, concerted, and
commensurate with the severity of the health crisis, with fiscal tools taking a prime role. The first priority,
saving lives, requires fully accommodating spending on testing and treatment, which calls for global
coordination—including support to countries with limited health capacity, through grants and
concessional financing and the development of a universally low-cost vaccine. Saving lives also requires
social distancing—a key component of collective protection domestically and globally—swhich imposes
even larger costs through lower output, lower tax revenues, and the need to protect the most-affected
people and firms. This can be done through large, timely, temporary, and targeted measures, such as
government-funded paid sick and family leave, transfers, unemployment benefits, wage subsidies, and
deferral of tax payments. Likewise, liquidity support to firms can reduce the risk of bankruptcies.

The COVID-19 outbreak and its financial and economic consequences will cause a major increase in
fiscal deficits and public debt ratios compared with previous projections. As output drops, revenue will
fall even more sharply (revenue is projected to be 2.5 percent of global GDP lower in the baseline
scenario for 2020 than what was projected in the October 2019 Fiscal Monitor). The necessary health
expenditure and the tax and spending measures to support people and firms will also have direct fiscal
costs, currently estimated at $3.3 trillion globally. In addition, although public sector loans and equity
injections ($1.8 trillion) and guarantees and other contingent liabilities ($2.7 trillion) can support financial
and nonfinancial enterprises, they also create fiscal risks.

Based on policy responses to date, fiscal balances in 2020 are expected to deteriorate in almost all
countries, with sizable estimated expansions in the United States, China, and several European and other
Asian economies. Although a sizable increase in deficits this year is necessary and appropriate for many
countries, the starting position in some cases presents vulnerabilities (global public debt was 83 percent
of GDP in 2019). The situation is more concerning for emerging market and developing economies that
face multiple shocks that include the pandemic, an abrupt worsening in financing conditions, weak
external demand, and (for commodity exporters) lower commodity prices. Even after the global
community’s efforts to alleviate such financing constraints, these countries will need to reprioritize
expenditure toward the health sector while safeguarding key public services (transport, energy,
communications) and social protection.

The size of the impact of COVID-19 on public finances is highly uncertain at this time and will depend
not only on the duration of the pandemic but also on whether the economic recovery is swift or the crisis
casts a long shadow. As public sector support is provided on an extraordinary scale, including vehicles
such as loans and guarantees, transparencyis crucial to manage fiscal risks. As countries contain the
pandemic and shutdowns end, broad-based, coordinated fiscal stimulus—depending on countries’
financing constraints—will become a more effective tool to foster the recovery. Exit from the
exceptional measures introduced during the crisis will also be appropriate. Once economies recover,
achieving progress on ensuring debt sustainability will be needed.
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CHAPTER1 POLICIES TO SUPPORT PEOPLE DURING THE COVID-19 PANDEMIC

Introduction

The COVID-19 pandemic has struck amid a preexisting sluggish global growth outlook, historically low
nominal interest rates, and low inflation. The pandemic has elevated the need for fiscal policy action to an
unprecedented level. For some countties, however, high debt levels and tightening financing conditions
are constraining the policy response. But whereas in other economic downturns a key goal of fiscal policy
is to stimulate demand, this crisis is like no other—and in its early stages the primary objectives ate to
boost resources for health care and to provide emergency lifelines to people and firms.

The global economy is expected to contract sharply in 2020 by —3 percent, much worse than duting the
2008-09 financial crisis, owing to the ongoing health crisis and its economic and financial ramifications
(Chapter 1 of the April 2020 World Ecwnonric Outlook). The pandemic is causing local, regional, and global
supply disruptions; local and sectoral demand repercussions; and confidence effects holding back
demand. Social distancing efforts necessary to contain the spread of the virus have curtailed demand,
particularly in tourism, travel, and hospitality services, and have imposed even larger costs on livelihoods
and output. Consumer and business confidence has fallen. Commodity prices have declined as a result of
both lower global demand and a decision in early March 2020 by large oil producers to increase supply.
Financing has become more costly and scarce for firms and some sovereigns. Disrupted supply and
weakened demand adversely affect employment and growth, reduce government revenues, and put
further strains on countries’ public finances, with elevated debt and associated vulnerabilities constraining
the scope for fiscal support for many countries.

Swift and concerted government responses are needed to mitigate the health and economic effects of
the coronavirus outbreak, and fiscal policies play a key role. The Group of Twenty (G20) economies have
already provided sizable fiscal support through revenue and spending measures of 3.5 percent of GDP
on average, as of April 8, 2020, in response to the pandemic. This amount is higher than the stimulus
during the global financial crisis that began in 2008. In addition, massive packages of public-sector
liquidity support, including loans and guarantees, each above 10 percent of GDP in France, Germany, Italy,
Japan, and the United Kingdom, were announced to support financial and nonfinancial firms, including
small and medium-sized enterprises (Figure 1.1). At the global level, spending and revenue measures
amount to $3.3 trillion and loans, equity injections, and guarantees total $4.5 trillion. Box 1.1 summarizes
how various types of fiscal support can have different implications for public finances in the near term
and beyond. Key goals of these actions should be to save lives by containing the spread of the disease
and treating those who are infected, and to protect people and viable firms from the economic fallout,
including by providing unemployment benefits, wage subsidies, income support, and social assistance, as
well as limiting layoffs and bankruptcies in affected firms, areas, and sectors. These actions could prevent
a health crisis from generating long-lasting demand weaknesses and reducing the well-being of people.

The first policy priority is to fully accommodate spending on health and emergency services. This calls
for global coordination to support countries with limited health capacity, including by providing medical
supplies and expertise, grants, and concessional emergency financing. Large, timely, temporary, and
targeted fiscal measures are needed to protect the most-affected people and viable firms, including in
hard-to-reach informal sectors. Such support is likely to provide the most effective cushion to output and
essential consumption because it alleviates the drop in incomes for people with limited savings and
reduces the likelihood of bankruptcies.! Collectively, these measures amount to a sizable emergency
lifeline, but the main policy goal during the virus containment and mitigation phases is not to boost

!'The need for discretionary measures would be sizable, albeit lower, all else being equal, for countries with stronger existing

automatic stabilizers and social safety nets.
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FISCAL MONITOR: POLICIES TO SUPPORT PEOPLE DURING THE COVID-19 PANDEMIC

demand but rather to preserve the web of economic relationships between employers and employees,
producers and consumers, and lenders and borrowers. Given their large fiscal costs, these measures
should be embedded in 2 medium-term fiscal framework. Measures that are not included in revenue or
expense, such as government guarantees of business loans, should be transparently managed and
recorded to mitigate potential fiscal risks. As the virus is contained and people return to work, a broad-
based fiscal stimulus becomes more effective. Depending on access to markets and the availability of
fiscal space, such broad-based fiscal stimulus could facilitate the recovery.

Figure 1.1. G20 Fiscal Response to the COVID-19 Pandemic and the Global Financial Crisis

(Percent of G20 GDP, left panel; percent of national GDP, right panel)
Countries are providing sizable fiscal supportin response to the COVID-19 pandemic.
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Sources: IMF 2009a; IMF 2009b; national authorities; and IMF staff estimates as of April 8,2020.

Note: Panel 1includes above-the-line spending and revenue measures only, weighted by GDP in PPP-adjusted current US
dollars. Panel 2 adds below-the-line measures (loans, equity injections) and government guarantees to revenue and
expenditure measures adopted in 2020. These are presented in the same panel for ease of reference butare not additive; see
Box 1.1 and Special Feature Online Annex 1.1. The decomposition between loans and guarantees is based on available
information as of April 8, 2020. G7 = Group of Seven; G20 = Group of Twenty; PPP =purchasing power parity.

Recent Fiscal Developments and Outlook

The scope, desirability, and effectiveness of fiscal policy in response to the COVID-19 crisis, and even
more so during the recovery stage, are influenced by interest rates, inflation, and debt levels.

o L ow nominal interest rates: Low rates shift the balance of cyclical demand support toward fiscal policy as
the effective lower bound on monetary policy rates binds more frequently (Chapter 2).2 Many
governments can borrow at historically low rates—one-fifth of global bonds traded in negative
territory at the end of 2019 (Figure 1.2). Interest rates are expected to remain low in the core
advanced economies for a long period (Chapter 1 of the April 2020 Global Financial Stability Repors),
including after the virus-related shutdowns end. However, for many frontier and emerging markets
(and, at times, some advanced economies), borrowing costs have risen sharply and have become more
volatile since the coronavirus began spreading globally.

o High public debt: Global debt (public and private) reached $188 trillion (226 percent of GDP) in 2018,
according to the IMF Global Debt Database. Average public debt of advanced economies had
plateaued at about 100 percent of GDP in the 2010s, compared with 74 percent in 2007, and is now
set to rise substantially as a result of the crisis. Meanwhile, it had steadily risen in emerging markets
and developing economies (Figure 1.3). High debt and rising debt service costs make it more difficult

2 Nonetheless,at the currentjuncture, synchronized and significantactions by large central banks,including rate reductions
where possible, liquidity facilities, swap lines,and unconventional tools, have helped reduce systemic stress and lower sovereign
spreads (Chapter 1 of the April 2020 World Economic Ontlook).
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to conduct countercyclical fiscal policies. Likewise, as access to financing has become challenging for
firms, and as the public sector steps in with loans and guarantees, related fiscal risks have risen.

o Slow growth and low inflation: Even prior to the current global recession, the real growth rate of GDP per
capita had been subdued in advanced economies, and had declined in emerging market and middle-
income economies since 2013. There has also been a trend decline in public-investment-to-GDP
ratios in advanced economies, and the growth rate of investment per capita in emerging market and
developing economies has been slow (Figure 1.4). Moreover, inflation is below targets in two-thirds of
inflation-targeting countries. Since the onset of the pandemic and the sharp fall in commodity prices,
inflation and inflation expectations have registered further declines in many economies.

Figure 1.2. Major Advanced Economies: 10-Year Government Bond Yields
(Percent)
Market interestrates are at their historical lows and negative in several advanced economies.
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Note: The sample includes Australia, Belgium, Canada, Denmark, Finland, France, Germany, Italy, J apan, the
Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, the United Kingdom, and the United States. The figure
shows the interquartile range (yellow bars)and the 10th and 90th percentiles (whiskers). Red markers signify the
United States. Data for 2020 are through the end of March.

Figure 1.3. General Government Gross-Debt-to-GDP and Interest-Expenditure-to-Tax-
Revenue Ratios, 2007-20

(Percent)
Public debt vulnerabilities persist.
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Note: Interest-to-tax ratios are weighted averages among countries in the income group. The rise in the average
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Figure 1.4. Public and Private Investment, 1995-2017

(Percent of GDP)

Before the pandemic crisis, publicinvestment had been decliningin advanced economies and was growing
slowly in emerging market and middle-income economies and low-income developing countries.
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Source: IMF, Investment and Capital Dataset.

The pandemic and its economic consequences will cause a major increase in fiscal deficits and public
debt ratios across countries (Figure 1.5). Under the baseline scenario in the April 2020 World E cononic
Outlook, the COVID-19 pandemic is assumed to have a large negative effect on economic activity.
Consequently, government revenues, including customs, will fall as activity and trade decline. The
experience of the global financial crisis and past epidemics suggests that revenues fall even more sharply
than output, as people and firms struggle to comply with their tax obligations (Sancak, Velloso, and Xing
2010). Moreover, spending on health and support to people, firms, and sectors is being ramped up to
mitigate the health and economic effects of COVID-19. Fiscal positions in 2020, therefore, are set to
become significantly more expansionary across all three country groups (advanced economies, emerging
market and middle-income economies, and low-income developing countries) compared with the fiscal
outturns at the end of 2019. Overall fiscal deficits are expected to widen more in advanced economies,
partly reflecting a more pronounced projected economic contraction in advanced economies than in
emerging market and developing economies (April 2020 World Economic Outlook, Table 1.1). Global debt
is estimated to increase by 13 percentage points to reach 96.4 percent of GDPin 2020 (Table 1.2).

Figure 1.5. Contributionto the Change in Global Government Debt and Deficits, 2007-20

(Percent of GDP)
A majorincreasein fiscal deficits and public debtratios is expected across the world.
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Source: IMF, World Economic Outlook database.
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Table 1.1. General Government Fiscal Overall Balance, 2012-20

POLICIES TO SUPPORT PEOPLE DURING THE COVID-19 PANDEMIC

(Percent of GDP)
Projections
2012 2013 2014 2015 2016 2017 2018 2019 2020
World 3.8 29 -2.9 -3.3 34 -3.0 -3 30 9.9
Advanced Economies 5.5 3T 231 -2.6 -2.6 2.3 2.6 -3.0 -10.7
United States’ -8.0 -4.6 -4.0 -3.6 -4.3 -4.5 5.7 5.8 -15.4
Eura Area =37 -3.0 -2.5 -2.0 -1.4 -0.9 -0.5 0.7 -5
France -5.0 -4.1 -39 -36 -35 -28 -2.3 -3.0 92
Germany 0o 0.0 06 09 12 12 18 14 55
Italy -2.9 -2.9 -3.0 -2.6 -24 -24 -2.2 -1.6 -8.3
Spain® =107 -7.0 -5.9 5.2 -4.3 -3.0 -2.5 -2.6 a5
Japan -8.6 -7.9 -5.6 -3.8 -37 -3 -24 -2.8 -7
United Kingdom -7 6 55 -A.6 -46 -3.3 -25 -2.2 -21 83
Canada -25 -156 02 -0.1 05 01 -04 04 -118
Others 04 0.2 0.2 01 0y 1.4 14 0.0 5.3
Emerging Market and Middle-Income Economies 0.9 1.5 2.5 4.4 4.8 4.1 -3.8 4.8 91
Excluding MEMAP Qil Producers -149 -23 =27 -4.0 -4.4 -4.0 -4.0 -5.0 -9.0
Asia -1.6 -1.8 -1.9 -3.3 -3.9 -4.0 -4.5 -6.0 -9.9
China -0.3 0.8 -0.8 -28 -7 -38 -47 6.4 -112
India -7.5 -7.0 -7 -7.2 -7 6.4 -6.3 -4 T4
Europe -0.7 -156 -14 27 -29 -18 04 07 -fi.1
Russia 04 -1.2 -11 -34 -37 -1.5 29 1.9 -4.8
Latin America -2.9 -3.2 -5.0 -6.8 6.2 54 -5.2 -4.0 6.7
Brazil -25 -3.0 -6.0 -10.3 -8.0 -78 -T2 -6.0 93
Mexico =37 -3.7 -4.5 -4.0 -2.8 =11 -2.2 -2.3 -4.2
MEMNAP 56 39 -15 -85 96 58 -29 -38 a8
Saudi Arabia 118 5B -35 -15.8 =172 82 -5.8 -45 -126
South Africa -4.4 -4.3 -4.3 -4.8 -4.1 -44 -41 -£.3 -133
Low-Income Developing Countries -2.0 -3.3 3.2 -3.8 3T -3.6 -3.8 4.1 AT
Migeria 0.2 -2.3 =21 -3.2 -4.0 54 -4.3 5.0 6.4
Oil Producers 1.6 0.4 141 4.2 4.6 2.6 -0.6 -1.0 7.6

Memorandum

Woarld Output (percent) 3.5 3.5 3.6 3.5 34 3.9 3.6 2.9 -3.0

Source: IMF staff estimates and projections.

Note: All country averages are weighted by nominal GOP converted to US dollars (adjusted by purchasing power parity enly for world output) at
average market exchange rates in the years indicated and based on data availabilty. Projections are based on IMF staff assessments of current
policiez. In many countriez, 2020 data are still preliminary. For country-zpecific details, see "Data and Conventions” and Tables &, B, C, and D in the

Methodological and Statistical Appendix. MENAP = Middle East, North Africa, and Pakistan.

! For cross-country comparabilty, expenditure and fiscal balances of the United States are adjusted to exclude the imputed interest on unfunded
pension liabilties and the imputed compensation of employees, which are counted as expenditures under the 2008 System of National Accounts (2008
SMA) adopted by the United States but not in countries that have not yet adopted the 2008 SNA. Data for the United States in this table may thus differ

from data publizhed by the US Bureau of Economic Analysis.

#Including financial sector support.
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Table 1.2. General Government Debt, 2012-20

(Percent of GDP)

Projections
2012 2013 2014 2015 2016 2017 2018 2019 2020

Gross Debt
World 79.6 78.3 78.6 79.7 827 81.3 8.5 83.3 96.4
Advanced Economies 106.7 1052 1046 1042 1067 1045 1039 1052 1224
United States' 1033 10459 1046 1048 1068 1059 1069 1090 1311
Euro Area 90.7 926 928 90.8 90.0 878 859 84.1 97.4
France 90.6 934 94.9 95.6 93.0 934 984 985 1154
Germany 811 787 757 721 69.2 65.3 619 F9.3 687
Italy 1265 1324 1353 1353 1348 1341 1348 1348 1855
Spain 86.3 958 1007 99.3 99.2 93.6 97.6 955 1134
Japan 2287 2322 2388 2313 2364 2345 2365 2374 25119
United Kingdom 832 842 B6.2 86.9 B6.8 86.2 857 854 957
Canada’ 854 86.1 85.6 912 91.7 90.5 89.7 88.6 1095
Emerging Market and Middle-Income Economies 37.0 38.2 40.3 437 46.5 48.0 49.7 53.2 62.0
Excluding MEMNAFP Qil Producers 304 408 431 457 481 49 5 515 549 635
Asia 397 414 435 449 471 488 50.9 55.1 64.1
China 344 370 40.0 414 44.2 46.1 491 4.4 64.9
India 677 67.4 6E6.8 68.8 68.7 69.4 69.4 719 743
Europe 253 26.2 282 305 35 297 294 292 365
Russia 11.2 12.3 181 18.3 14.8 14.3 136 14.0 17.9
Latin America 471 478 501 539 57.4 622 GE.6 705 780
Brazil® 622 60.2 623 726 783 837 871 895 982
Mexico 427 459 439 528 56.8 54.0 537 534 614
MENAP 234 235 234 330 40.6 403 388 419 512
Saudi Arabia 30 21 1.6 58 131 17.2 19.0 228 34.0
South Africa 410 441 47.0 493 515 53.0 56.7 622 774
Low-Income Developing Countries 311 32.2 322 36.4 40.2 42.3 42.6 43.0 47.4
Migeria 177 18.6 175 203 234 253 272 294 353
Oil Producers 316 32.3 333 389 421 42.5 42.3 44.2 54.6

Net Debt

World 65.8 65.0 65.2 66.8 69.4 68.2 68.6 69.4 853
Advanced Economies 76.7 75.9 5.7 75.8 77.5 75.9 76.0 76.6 94.2
United States’ 308 816 814 811 821 821 832 841  107.0
Euro Area 732 787 75.9 747 743 722 70.5 G9.1 81.3
France 300 83.0 85.5 86.3 892 895 896 898 1067
Germany 596 58.6 55.0 521 493 457 429 413 492
ltaly 1146 1200 1223 1232 1224 1221 1229 1231 1427
Spain 718 309 852 85.0 86.1 845 827 811 977
Japan 1453 1447 1466 1464 1520 1498 1534 1543 16819
United Kingdom 748 75.9 78.0 784 778 767 75.9 75.5 g5.9
Canada’ 289 297 285 284 287 279 26.5 259 407
Emerging Market and Middle-Income Economies 227 229 24.2 28.6 34.6 36.0 36.8 38.3 45.8
Asia
Europe 320 316 296 288 3.0 301 307 306 369
Latin America 296 297 323 387 411 433 441 453 517
MENAP -25 -34 -01 18.3 292 297 A 382 46.6

Source: IMF staff estimates and projections.

MNote: All country averages are weighted by nominal GOP converted to US dollars (adjusted by purchasing power parity only for world output) at average
market exchange rates in the years indicated and based on data availabilty. Projections are based on IMF staff azssessments of current policies. In many
countries, 2020 data are till preliminary. For country-specific details, see "Data and Conventions™ and Tables &, B, C, and D in the Methodological and
Statistical Appendix. MENAP = Middle East, Morth Africa, and Pakistan.

' For cross-economy comparability, gross and net debt levels reported by national statistical agencies for countries that have adopted the 2008 System
of National Accounts (Australia, Canada, Hong Keng SAR, United States) are adjusted to exclude unfunded pension liabilities of government employees’
defined-benefit pension plans.

% Gross debt refers to the nonfinancial public sector, excluding Eletrobras and Petrobras, and includes sovereign debt held on the balance sheet of the
central bank.

Another notable development is a further widening of sovereign and corporate spreads, with a decline
in borrowing costs for sovereigns that are considered to be safe and a simultaneous sell-off of assets that
are perceived as risky. Spreads in many advanced and emerging market economies have risen sharply
since the declaration of COVID-19 as a global health emergency by the World Health Organization in
late January 2020. Many emerging market and middle-income economies have experienced portfolio flow
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reversals. Before the first outbreak of COVID-19 in late December 2019, effective nominal interest rates
(that is, the average interest paid on existing public debt) were below 2 percent in more than one-third of
advanced economies, and in a smaller share (one-tenth) of emerging market and developing economies
(Figure 1.6). Those rates are expected to fall furtherin safe haven countries (for example, the United
States, Japan, Germany). However, given high levels of public debt—at 83 percent of global GDP in
2019—and large gross financing needs in several countries, the risk of a surge in refinancing costs persists
(Figure 1.7). The lengthened residual maturity of debt in advanced economies is a mitigating factor
(which increased from six to nearly eight years over the past decade at the general government level). The
median residual maturity of debt in emerging markets has dedlined since 2014, but remains greater than
its level before the global financial crisis (Figure 1.8).

Figure 1.6. Distribution of Nominal Effective Interest Rates, 2000-19
(Percent of total countries for each group)

Average interestcosthas declined in many countries and is currently below 2 percentin one-third ofadvanced
economies.

1. Advanced Economies 2. Emerging Market and Middle-Income
Economies

0-2% * 2-5% #=>5% 0-2% = 2-5% #>5%

Source: IMF, World Economic Outlook database.

Figure 1.7. Gross Financing Needs, 2020 Figure 1.8. Average Remaining Maturity of

(Percent of GDP) Government Bonds, 1995-2018
(Years; median across country groups)

Several countries face sizable gross financing needs. Governments in advanced economies have borrowed at
longertermsin recentyears, but thosein emerging
market and middle-income economies have not.
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Note: Data labels use International Organization for and 10th and 90th percentiles for emerging marketand
Standardization (ISO) country codes. middle-income economies. AEs =advanced economies;

EMMIEs = emerging market and middle-income economies.
In response to the COVID-19 pandemic, many countries are allocating more fiscal resources to the

health sector by increasing spending on monitoring, containment, and mitigation. On average, advanced
economies have pledged an additional 0.5 percent of GDP to health care, whereas emerging market and
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middle-income economies have planned for an additional 0.2 percent of GDP. In low-income developing
countries, health spending is likely to increase substantially from current pledges of 0.3 percent of GDP,
on average. For example, it increased by 4 percentage points of GDP on average in the affected countries
during the Ebola outbreak in West Africa.

Most countries are also allocating sizable additional fiscal support to other sectors to mitigate the
economic fallout from the COVID-19 pandemic and the necessary social distancing policies. On the
spending side, measures include extended unemployment benefits, government-funded paid sick leave,
wage subsidies, targeted transfers to affected households and firms, and suppott to hard-hit sectors such
as tourism, hospitality services, and travel. On the revenue side, measures include temporary deferral of
corporate and personal income tax payments and social secutity contributions ranging from three months
to one year, as well as temporary tax relief or exemptions, including on medical goods and services, for
affected sectors and vulnerable firms and households (China, Franc, Italy, |apan, Korea). Special Feature
Online Annex 1.1 provides a detailed overview of revenue and spending measures as well as liquidity
support efforts across selected countries as of April 8, 2020. Governments plan to finance these
additional fiscal measures by reprioritizing budget items; using emergency funds or buffers; frontloading
existing spending plans, external aid, or grants; or undertaking additional borrowing. The following
subsections discuss the recent fiscal developments and outlook by country income groups. Fiscal
developments in the period ahead are highly uncertain and will depend on how severe the health crisis
becomes, how long it lasts, and how it affects the economy and financial markets.

Advanced Economies: Large Fiscal Support Expected

In response to the COVID-19 pandemic, additional fiscal measures have been announced in most
countries, with a weighted average of 5.9 percent of GDP among Group of Seven (G7) economies.? In
the United States, in addition to health measures approved in early March, the Coronavirus Aid, Relief, and
Economic Security (CARES) Act includes an unprecedented $2 trillion or almost 10 percent of GDP in
tax, spending, and liquidity-support measures, including pandemic unemployment assistance to
households, payroll tax deferral, and paycheck protection for small and medium-sized enterprises. In the
European Union (EU), in addition to relatively large automatic stabilizers, discretionary measures taken
by member states amount to 3.1 percent of EU-27 GDP. Further support is provided through the EU-
level initiatives, including the coronavirus investment response to help national health sectors, businesses
(through working capital or guarantees), and national short-term employment schemes. Liquidity support
measures such as loans or loan guarantees to businesses are common, especially in European countries
(16.7 percent of EU-27 GDP). In Japan, the Emergency Economic Package Against COVID-19
announced on April 7 totals ¥108 trillion (20 percent of GDP) and covers cash handouts to affected
households and firms; concessional loans from public and private financial institutions; and deferral of
payment of tax and social security premiums for one year. More measures are anticipated in several other
countries as governments increase their support to crisis-hit economies. The cyclical effects of a sharp
contraction in growth owing to COVID-19 through automatic stabilizers and lower customs revenues are
expected to be very large, adversely affecting fiscal balances and debt levels.

The average overall fiscal balance in 2020 is, thus, expected to deteriorate significantly. This is on top of
the fiscal easing in 2019, when more than half of the advanced economies pursued expansionary fiscal

3 The exactsize often depends on usage, such as extended unemploymentbenefits or income support for short-time work,and
many governments have indicated they intend to maintain measures as long as needed or further expand them. Thus, estimates
of announced packages are preliminary.
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policies (Figure 1.9).4 In the United States, the two-year budget deal reached in 2019 and the discretionary
measures implemented in response to the pandemic will increase the overall deficit and worsen public
debt dynamics. In Korea, the overall fiscal balance is estimated to decline by 2.8 percent of GDP through
previously planned spending increases on the social safety net, job creation, and the fostering of
innovation, as well as new measures to cope with the pandemic. The overall balance in most euro area
economies is projected to deteriorate because of the fallout from COVID-19 and the announced
emergency lifeline measures (France, Germany, 1taly).

Although the macroeconomic effects of the pandemic are uncertain and the size of discretionary fiscal
policy responses to COVID-19 may still rise, they will affect the overall balance and public-debt-to-GDP
ratios over the medium term. For example, the pandemic will have an impact on the projected fiscal
adjustment in Japan, where the increase in the consumption tax rate in October 2019, along with the
expiring stimulus measures, were expected to reduce primary deficits over the medium term. In the United
Kingdom, in addition to measures aimed at the health crisis, the fiscal year 2020/21 budget projects a
substantial fiscal easing over the medium term (by 1 percentage point of GDP on average over the next
five years relative to the previous fiscal path), including a planned increase in net public investment from
2 to 3 percent of GDP. Meanwhile, the weighted-average public-debt ratio of advanced economies,
which rose modestly to 105 percent of GDP in 2019, is projected to rise over the medium term. Debt
dynamics in some countries are subject to risks and hinge on interest rates remaining low.

Figure 1.9. Fiscal Developmentsin Advanced Economies

1. Fiscal Stance, 2010-20 2. Cumulative Change in Structural Primary Balance
(Number of countries) (Percent of GDP, relative to 2014)

Fiscal policies have eased in 2019 and are expected to Fiscal policies continued to easein halfof advanced

be expansionary in mostadvanced economies in2020. economies over 2014-19.
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Emerging Market and Middle-Income Economies: Facing Multiple Shocks

In 2020, the average overall deficit of emerging market and middle-income economies is projected to
ease further to 9.1 percent of GDP from 4.8 percent in 2019, reflecting the recession and lower
commodity prices, tighter financing conditions, and discretionary fiscal policy reactions to the COVID-

4 A neutral fiscal stance is defined as a change in the structural primary balance (thatis,adjusting the primary balance for the
economic cycle and other one-off factors) between —0.25 and 0.25 of a percentage pointof potential GDPin a year. Any change
above 0.25 (below—0.25) of a percentage pointis definedas fiscal tightening/ contraction (loosening/expansion). Moderately
expansionary (contractionary) refers to a decrease (increase) between 0.25 and 0.5 of a percentage point. The aggregate fiscal
stance for each income group is calculated as the §GDP-weighted average of fiscal stances in individual economies.
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19 pandemic (Figure 1.10).5 The estimated fiscal easing in 2020, among non-oil exporters, is particularly
large in some countries such as Chile and China. In response to the social unrest last year, Chile launched a
stimulus package consisting of infrastructure investment, social pensions, and support programs for
vulnerable groups and small and medium-sized enterprises. In response to COVID-19, this package was
complemented by additional fiscal measutes, including health spending, tax payment delays, and
unemployment benefits. China has increased spending to mitigate the health effects of the pandemic,
accelerated unemployment insurance disbursement to support households, and provided temporary tax
relief and deferral of tax payments for businesses in affected sectors and regions. China is also expected to
use its fiscal space to provide significant additional support for the recovery and reotient the economy

toward a higher-quality growth path.

In the fiscal year 2020/21 budget, India announced a reduction in personal income tax rates with a
rationalization of exemptions. In March 2020, the government announced a fiscal support package (0.8
percent of GDP) to cushion the COVID-19 impact, including cash transfers, an insurance cover to
medical workers, and steps to strengthen food security. In Bragil, the government implemented pension
reform in 2019 and submitted a reform package to Congress that aims at making the budget less rigid,
reforming fiscal decentralization rules, and releasing earmarked spending to lower public debt. In
response to the pandemic, Brazi/ expanded cash transfers to low-income households and provided
temporary tax relief, amounting to 2.9 percent of GDP (partly from reallocations within the current
budget). In response to COVID-19, fiscal measures were also announced in Indonesia (1.8 percent of
GDP), Turkey (1.6 percent of GDP), and Malaysia (2.8 percent of GDP).

Figure 1.10. Fiscal Developments in Emerging Market and Middle-Income Economies

1. Fiscal Stance, 2010-20 2. Government Overall Balance, 2012-20
(Number of countries) (Percent of GDP)
Overall deficitsincreased in 2019, reversing the Fiscal deficits are projected to increasein 2020.
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Over the medium term, the fall in oil prices, partly owing to the COVID-19 outbreak, will weigh on the
fiscal balance of oil-exporting countries. In Sandi Arabia, the fiscal deficit is expected to widen further
because of lower oil revenues (despite an increase in oil production). Several oil-exporting countries wete
set to resume their fiscal adjustments after the 2019 pause through tax policy and administration reforms
(including Mexzco), but this may no longer be the case given the fall in oil prices. Emerging market and
middle-income economies’ average government debt was projected to remain on an upward trajectory.

5> The average headline fiscal deficitrose by 1 percentage pointof GDP to 4.8 percentin 2019, reversing the decline of similar
magnitude over 2016—18. With higher deficits in two-thirds of economies, the average government-debt-to-GDP ratio reached
54 percentof GDPin 2019 (up 3 percentage points from 2018 and 17 percentage points from 2012).
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The rise in public debt across all countries will be substantially higher than previously projected as a result
of the effects of and responses to COVID-19.

Low-Income Developing Countries: Navigating the Pandemic with High Debt

The average debt ratio of low-income developing countries remained stable at 43 percent of GDP over
2017-19 after an increase of 9 percentage points over the previous five years. In some cases, this increase
in debt partly reflected borrowing to finance investment in infrastructure (Ezbigpia, Kenya). Looking ahead,
however, financing the development agenda in a sustainable way could become more challenging,
considering the already-high debt levels and given (at least in the short term) potential revenue losses and
spending needs arising from the COVID-19 pandemic.

Half of low-income developing countries have seen their tax-to-GDP ratios increase by more than 3.7
percent of GDP since 2000. But over the past five years, tax revenues grew in line with GDP, and in
many economies revenue gains have not offset the declining trend in external grants as a share of GDP.
In addition, the halving of commodity prices since 2014 and the sharp oil price decline in early 2020 are
having an adverse impact on revenues that is projected to be long-lasting for several large commodity
exporters. At the same time, interest expenditures are on the rise, reflecting higher debt levels, currency
depreciation, tighter financing conditions, and a growing share of borrowing on nonconcessional terms.
These trends imply a squeeze in fiscal resources available for primary spending.

The average overall fiscal deficit in low-income developing countries increased by 0.4 of a percentage
point of GDP to 4.1 percent in 2019. The easing was largely driven by oil-exporting countries (Nzgeria,
Papua New Guinea), reflecting lower oil prices and spending rigidities. For non-oil exporters, fiscal deficits
rose moderately in 2019 to 4 percent of GDP. These averages mask important cross-country differences.
Because of a range of factors, fiscal balances declined by 1.4 percentage points of GDP in Chad (higher
investment, wages, subsidies, and transfers) and Mo/dova (shortfall in revenues that was more than offset
by spending restraints). Natural disasters and instability (Hai#Z, Yemen) also led to higher fiscal deficits. On
the other hand, Burkina Faso and Nicaragna consolidated their fiscal balances by more than 1 percentage
point of GDP in response to the need to contain debt increases, mitigate the sharp decline in revenue
collections, or comply with the regional fiscal rule. Overall, more than one-third of low-income
developing countries contained or reduced the size of their fiscal deficits in 2019.

Figure 1.11. Fiscal Developments in Low-Income Developing Countries

1. Fiscal Stance, 2010-20 2. Interest-Expenditure-to-Tax-Revenue Ratio
(Number of countries) (Percent)
Fiscal policywas eased in 2019, and a large number The ratio ofinterest expenditure to tax revenue has increased
of countries are expected to ease further in 2020. in mostlow-income developing countries relative to 2012.
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In 2020, the average headline deficit is projected to widen by 1.6 percentage points of GDP, notably in
oil exporters. In Nigeria, the gain from an increase in the value-added tax rate is estimated to only partly
offset projected losses in oil revenue. Although there have been a relatively small number of verified
coronavirus cases to date in low-income developing countries, a surge of infection cases similar to other
economies around the world would have a massive impact on people’s lives and livelihoods, and on fiscal
deficits. The tightening of global financial conditions would pose further challenges to frontier markets in
accessing external finance. In countries with output contractions (Haiti, Nicaragua, Sudan), fiscal balances
are affected by reduced tax revenues. Even in the absence of a major virus outbreak, headline deficits are
expected to widen in several countries given higher social security outlays (Nzaragua), subsidies (Sudan),
security spending (Mali), and capital investment (Madagascar, Uganda). In several cases (Chad, Ghana),
consolidation is mandated by or enforced under new fiscal rules. In Mozambigue, investment under the
postcyclone reconstruction effort continues.

Government debt paths in low-income developing countries are subject to large uncertainty driven by
the COVID-19 pandemic (Figure 1.11). For oil exporters, debt is projected to continue increasing given
the fall in commodity prices. Elevated public debt levels ate a source of vulnerability. According to the
IMF-World Bank Debt Sustainability Assessments, the number of low-income developing countries in
debt distress or classified as “at high risk” increased to 25 countries (44 percent) in 2019 (IMF 2019a).
The global recession heightens vulnerabilities for this group.

Risks to the Fiscal Outlook

Downside risks include the following: (1) a more severe economic fallout from widespread infections
and repeated outbreaks; (2) large swings in commodity prices; (3) prolonged stress in global financial
markets; (4) renewed social unrest; and (5) extreme weather events. These risks are intertwined and could
reinforce one another, exacerbating the drag on growth and exerting negative effects on public finances
(Chapter 1 of the April 2020 World Ewnonric Outlook).

o A more severe economic fallout from widespread coronavirus infections and repeated outbreaks: The expectation of a
rebound of activity in the second half of 2020, after the health emergency abates and containment
measures are gradually scaled back, is subject to extreme uncertainty (Chapter 1 of the April 2020
World Economic Ontlook). The pandemic could resurface in waves—that is, with every easing of social
distancing restrictions, the infection rates could rise again, which would require re-imposition of those
restrictions—bringing activity to a halt and dampening confidence further. At the same time, many
emerging market and developing economies have not yet experienced widespread outbreaks—or at
least they have not been detected so far given limited testing. Should they materialize, the weaker
health care systems and other vulnerabilities in those economies could result in devastating human
and economic effects. The impact could be intensified by declines in external demand and commodity
prices, tighter financing conditions, and disruptions to supply chains. These risks would have sizable
implications for the pace of recovery and public finances, raising the possibility of a debt deflation.

o Large swings in commodity prices: Oil prices declined by 50 percent in the first quarter of 2020. Risks to oil
prices are large, stemming from both supply and demand shocks. A combination of increased oil
supply and weak global demand could lead to low oil prices for a long period, worsening the public
finances of many oil-exporting countries (Figure 1.12). Commodity terms-of-trade volatility could
dampen the long-term growth of many countries, including commodity exporters (Cavalcanti,
Mohaddes, and Raissi 2015).

o DProlonged stress in global financial markets: Over the past two months, markets have experienced bouts of
volatility and, more recently, a run for safe assets, in part because of the ongoing COVID-19
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pandemic. Increasing concerns about the economic effects of the crisis, particularly if prolonged,
could trigger further deterioration of sentiment and more widespread risk-off events that expose
financial vulnerabilities that have been building in a period of search for yield (Chapter 1 of the April
2020 Global Financial Stability Report). Such shocks could lead to higher spreads in high-debt countries,
exchange rate volatility, pressures in dollar funding, and a sudden reversal of financial flows (Figure
1.13). Sustained high sovereign spreads could weigh on fiscal positions for some countries, making it
more challenging to roll over debt and meet financing needs. In emerging market and developing
countries, while a rising share of local currency debt in total may be beneficial, large participation by

foreign investors and a lack of adequate liquidity could expose those economies to volatile spreads
(Chapter 3 of the April 2020 Global Finandial Stability Repors).

Renewed social unrest: In the past year, there were numerous protests in many parts of the world.
Although the underlying causes of this social unrest are multifaceted and country-specific, some
similarities reflect deep-rooted issues, such as poverty, inequality, erosion of trust in established
institutions, and perceived lack of representation. Conventional fiscal redistribution may not quell
such tensions given that protesters are not necessarily the poorest, and further redistribution could be
viewed as transfers to outsiders. Box 1.2 explains some principles to reduce the risk of social unrest
that reforms may trigger while recognizing that such risks cannot be eliminated. Indeed, some
countries remain vulnerable to new protests, particularly if policy actions to mitigate the COVID-19
crisis are perceived as insufficient or as unfairly favoring large firms rather than people, or when those
policies are withdrawn. New rounds of protests could exhaust reform momentum (for example,
regarding pension or energy subsidies) and put public finances at risk.

Figure 1.12. Commodity Terms of Trade Figure 1.13. Sovereign Spreads

and Primary Balances, 2012-19
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o Extreme weather events: Climate change has made cold snaps and heat waves, droughts and floods, and

other natural disasters more frequent and severe. These events adversely affect economic activity,
impose severe humanitarian costs, inflict damage to capital stocks, and lower productivity (Kahn and
others 2019; October 2019 Fiscal Monitor; Chapter 5 of the Aptil 2020 Global Financial Stability Report).
Limited global efforts to mitigate climate change and adapt to it could make these extreme events
more severe, frequent, and widespread, which, in turn, may require more humanitarian assistance and
higher spending on reconstruction, as well as pose risks to public finances, especially in small states

14 International Monetary Fund | April 2020



FISCAL MONITOR: POLICIES TO SUPPORT PEOPLE DURING THE COVID-19 PANDEMIC

with high exposure to natural disasters. Transition to low-carbon economies could result in sizable
stranded assets and require significant amounts of investment for mitigation and adaptation.

Fiscal Policies across Economies

The immediate fiscal policy response to the COVID-19 pandemic should account for the particular
nature of the health crisis that the global economy faces—one that affects supply, demand, and
confidence—while being timely, temporary, and targeted across all levels of governments. It is important
to ensure that resources are used efficiently and embedded in a medium-term fiscal framework. The need
for discretionary measures is, all else being equal, lower for countries with larger existing automatic
stabilizers and stronger social safety nets. The impact of targeted fiscal measures would be larger if they
were accompanied by monetary accommodation (to avoid rising spreads in parts of sovereign debt
markets) and financial safeguards (to reduce contingent costs to the budget). The overarching goals
should be to save lives and protect households so that loss of income does not affect livelihoods, as well
as to assist viable firms to prevent layoffs and permanent exits from supply chains. Otherwise, a
temporary but severe health crisis could have a lasting impact on aggregate demand, supply chains, and
global trade and the economy. Key challenges are to prevent health systems from becoming overloaded
and to adopt comprehensive policies that reflect the evolving nature of the pandemic. Further policy
action is required to position the economy for a speedy recovery once the health crisis and necessaty
social distancing measures recede, depending on available fiscal space. Since automatic stabilizers are less
effective in low-income developing countries—given that their fiscal institutions are underdeveloped, and
their financing constraints are more binding—monetary accommodation should play a larger role,
especially where inflation is low.

Considering the nature of the health crisis—threatening the health and livelihoods of workers and
employers globally—such actions are being taken now but should be commensurate with the economic
and social fallout from the pandemic. As public support is provided on an extraordinary scale and
includes vehicles such as loans and guarantees, transparency is crucial to manage fiscal risks. When
countries contain the pandemic and shutdowns end, broad-based, coordinated fiscal stimulus—
depending on countries’ financing constraints—will become a more effective tool to foster the recovery.

Health Measures for Monitoring, Containment, and Mitigation

Additional spending needs for health and emergency services in all countries should be fully
accommodated regardless of how much room a country may have in the budget. Experience from past
epidemics, such as SARS, HIN1, and Ebola, shows that monitoring and containment costs are much
lower than those of mitigation and treatment (WHO 2020). Health systems could easily become
overwhelmed once the virus spreads widely, amplifying the initial outbreak through social anxiety and
heightened need for quarantines, particularly in emerging market and developing economies. As of April
8, 2020, most countries planned or allocated additional fiscal resources to health care to mitigate the
impact of COVID-19 (amounting to 0.3 percent of GDP, on average). For example, a few advanced
economies allocated resources to develop vaccines and ramped up production of medical supplies and
testing kits (euro area, Germany, Japan, Spain, United States), while emerging market and developing
economies such as China, Cite d’Ivoire, and Sandi Arabiahave increased spending on monitoring and
control, as well as on production of medical equipment. The potential health expenditure, however, is
likely to rise significantly with the increasing number of infections.

Meeting the required health care needs quickly and sufficiently is challenging. First, countries with
limited health care capacity in infrastructure (hospitals and medical fadlities), personnel (doctors and
nurses), or medical supplies (testing kits and ventilation equipment) cannot adequately scale up these
resources in a pandemic, as shown in previous epidemics (for example, Ebola). Second, many emerging
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market and developing economies are facing borrowing constraints, tighter financing conditions,
significantly lower revenues (customs, oil, and non-oil), and capital flows stoppages. In the near term,
these countries should reprioritize expenditure toward health care while safeguarding priority spending
on other social protection, capital maintenance and repair, and key public services (transport, energy,
communications) to support the vulnerable and limit the detrimental impact on medium-term growth.
They should also seek aid and concessional emergency financing for the health sector and budgets from
development partners and multilateral financial institutions.

Comprehensive and coordinated global action is urgently needed to assist countries that face health
emergencies, particularly those with limited capacity and financing constraints. Global efforts to ensure
swift deployments of aid, medical resources (equipment and medical personnel), and concessional
emergency financing would help contain the spread of disease. Acknowledging the need for an eatly
coordinated response to contain the health crisis, the European Commission announced an aid package
of €232 million to support the World Health Organization (WHO)’s global response plan and
development of a vaccine. The US government has pledged up to $2 billion to help countries battling the
virus. Japan has pledged ¥15 billion (about $140 million) in contributions to WHO and other
international organizations. Multilateral financial institutions such as the IMF and the World Bank have
committed resources to assist member countries, with a focus on low-income developing countries where
health systems are the weakest and people are most vulnerable.s In addition, the IMF’s Catastrophe
Containment and Relief Trust can currently provide about $500 million in grant-based debt-service
relief, including the recent $185 million pledge by the United Kingdom and $100 million provided by
Japan, as immediately available resources. Official bilateral creditors have been called upon by the IMF
Managing Director and the World Bank President to suspend debt payments from countries below the
International Development Association’s operational threshold that request forbearance while they battle
the pandemic.

In addition to health spending, policymakers need to monitor and ensure smooth coordinated budget
execution among various health and non-health agencies and across different levels of government, and
expedite procurement of medical needs (makeshift hospitals, equipment, and medical supplies). National
governments should continue to allocate sufficient funds for subnational governments to spend on
health services or mobilize medical resources (for example, masks, medicine, disinfectants, hires and
overtime hours of medical personnel) to affected locations (China, India, Korea, United States). Wage
subsidies can be provided for medical personnel. For example, China and Singapore temporarily raised the
compensation for front-line doctors, nurses, and caretakers. Gemzany has allocated €1.1 billion for
development of vaccines and medicines. On the revenue side, reducing taxes or tariffs and excises on
hygiene and health care goods and services is recommended (Bragil, China, Colombia, United States).

Governments should have a clear, timely, and transparent communication strategy to preserve (and
restore, in some circumstances) public trust as well as consumer and business confidence. Other
measures should also be implemented, including contingency plans (Greece, Malaysia) and regular media
briefings from officials or health experts (Chad, Indonesia, Romania, Vietnan). All govemment services,
particularly tax and customs administration, payment processors, and government benefit application
centers should have a business continuity plan for providing services to citizens, taxpayers, and importers,
relying as much as possible on electronic means.

¢ The recentdoubling of access limits of the IMF’s emergency financing facilities will allow the Fund to meetan expected
demand of $100 billion in emergency financing, provided through the Rapid Credit Facility and the Rapid Financing Instrument

of which the former is only for low-income developing countries.
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Some of these health measures are administrative, while others will require budget resources and add to
the fiscal cost. The legal framework should allow budget modifications to accommodate emergency
spending, and these should be fully reflected in credible medium-term fiscal frameworks. Over the longer
term, countries should act to improve their level of epidemic preparedness.

Temporary and Targeted Fiscal Measures to Assist Hard-Hit Individuals and Firms

Unlike a typical economic shock, the COVID-19 pandemic and the policies required to mitigate its
spread have economic repercussions involving supply, demand, and confidence.

e On the supply side, necessary preventive or containment efforts inevitably involve social distancing at
the local level, whereas lockdowns and quarantines reduce capacity utilization, make workers unable
to do their jobs, and force businesses to reduce production. Broader disruptions to regional and global
supply chains have knock-on effects, contributing to rising business costs, layoffs, and potential
bankruptcies.

¢ On the demand side, the loss of income (from morbidity, quarantines, and unemployment), fear of
contagion, and heightened uncertainty will reduce household consumption and firms’ investment. The
economic repercussions arising from the pandemic are not evenly shared in the economy. Workers in
some sectors such as travel, tourism, and hospitality services are dispropottionately affected, and low-
income households tend to suffer more because they have less access to health care and limited
savings. Countries or regions that rely heavily on oil revenues, tourism, and exports of goods and
services are particularly vulnerable.

e The extreme uncertainty about the duration and magnitude of the COVID-19 pandemic poses a
vicious cycle of dampening consumer confidence and tightening financial conditions, which could
lead to job losses and cuts in investment in expectation of lower aggregate demand.

Countries are offering a range of targeted emergency lifelines (Figure 1.14), including the following:

o Spending-side measures: Governments are providing wage subsidies and transfers to workers and firms,
as well as government-funded paid sick and family leave to those who are unwell, self-isolate, or have
to stay home for childcare during school closings (France, Japan, Korea, Singapore, Spain, United Kingdom).
Other measures include cash transfers to low-income households and temporary enhancement or
extension of unemployment benefits (Germzany, [apan, United Kingdom, United States). Germany has
expanded subsidies to firms that maintain employment at reduced hours by covering employers’ social
security contributions for the missed hours. Japan and Seychelles have expanded subsidies to employers
who maintain employment during any scale-down of operations. I#/y has broadened its wage
supplementation fund to provide income support to laid-off workers. In Korea, Singapore, and the
United States, temporary direct subsidies are being provided to hard-hit businesses, including self-
employed persons, to avoid sector dislocations. In China, planned public spending has been
frontloaded, particularly on public health care, unemployment benefits, and the broader social safety
net.

o Revenue-side measures: Governments can alleviate hardships by expanding loss carry-back rules to
support firms’ cashflow needs or provide temporary tax relief for people and firms most affected by
COVID-19. Other options include postponing social security contributions and reducing advance tax
payments that are based on past outcomes to reflect the new economic reality (Madagascar). To
address supply constraints and support demand, special investment allowances for projects taking
place in a given time period (for example, producing under-supplied medical equipment) or temporary
value-added-tax rate cuts could be considered because they bring planned investment or spending
forward in time. For example, China is easing the tax burden for firms in the most vulnerable regions
and sectors, including transportation, tourism, and hospitality services. The United Kingdom adopted
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property tax relief for one year for small businesses in heavily hit sectors. A few countries have
offered income and value-added-tax extensions to firms with cashflow shortfalls (China, Eswatini, 1taly,
Japan, Vietnam) or to those in affected industries or areas (I72/y, Korea), as well as a deferral until the
end of the financial year for value-added-tax payments falling due in the next quarter (United Kingdom).
China has allowed value-added-tax refunds and temporarily reduced social security contribution rates
for targeted firms. Both measures are part of the recommended reforms to rebalance the economy.

Government-supported liguidity measures: Many workers and companies worldwide are in danger of income
losses, unemployment, and closures owing to liquidity problems. In response, governments are
providing cashflow support in the form of loans, umbrella guarantees, and other liquidity support. For
example, Cabo Verde, Korea, Thailand, and the United Kingdom extended temporary loans to firms and
households in the affected sectors. In Awustralia, the government is underwriting half of the amount of
up to A$40 billion worth of unsecured loans (with a cap of A$250,000 per loan) offered by
participating local lenders to small and medium-sized enterprises. At the same time, liquidity support,
including government provision of loans, equity injections, and guarantees on business loans—
sometimes extended through state-owned financial institutions or corporations—is now estimated to
total $4.5 trillion globally and is often larger in size than the revenue and spending measures. Largest
country examples include France, Germany, Italy, Japan, the United Kingdom, and the United States. These
liquidity-support measures often occur “below the line” or involve contingent liabilities that are
outside budget revenues and expenditures. Some are reflected in financing operations and raise
government debt ratios, while others may not have upfront cashflow effects but nonetheless could
bring fiscal risks in the future. Similar exceptional liquidity measures were used during the global
financial crisis.

Figure 1.14. Common Fiscal Support Measures for Non-Health Sectors in Response
to COVID-19

(Percent of countries with fiscal support)

Countries are relying on arange of emergency lifelines to help hard-hithouseholds and firms.
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Sources: Announcements by national authorities; IME Policy Tracker; and IMF staff estimates.

A number of factors are relevant for policymakers in determining the extent of support and the choice

of fiscal instruments to provide emergency lifelines to firms and households (Figure 1.15):

Clear objectives with an emphasis on “Solidarity” and equity: A clear rationale for policy support would help
evaluate the appropriateness of instruments and limit demands from vested interests. At the same
time, measures should try to strengthen solidarity by not being overly restrictive in terms of eligibility,
and should avoid being perceived as favoring vested interests.

Fiscal measures should be zargeted, temporary, and progressive. Measures should be targeted to households
to maintain basic needs and to viable firms to prevent layoffs and exits from supply chains. They
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should be made progressive (for example, wage subsidies up to a ceiling) to ensute that lower-income
households benefit more. Broad-based stimulus is less effective when physical distancing is in place.

e Tax and spending measures should be cost-¢ffective and embedded in wzedinm-term budget frameworks. They
should not result in long-lasting deterioration of public finances. A premium should be placed on
measures that maintain links with employment (for example, wage subsidies that can allow workers to
be furloughed rather than laid off) and move the tax-benefit systems in desirable directions (for
example, using mobile payments, expediting value-added-tax refunds, and upgrading health care
systems).

e Measures should build on existing programs and infrastructure that enable timely support to
vulnerable households and firms. The #ustitutional capacity to implement targeted support to firms and
households will influence the form, instruments, and channels of support. Examples include the
adequacy and coverage of social safety nets and the strength of the social insurance system.

o Financing constraints should be taken into account in determining the scope of action.

e Fiscal costs and risks should be properly assessed and disclosed, and risk mitigation measures taken, in
order to ensure transparency, good governance, and accountability.

Figure 1.15. Some Principles for Instrument Choice in Supporting Firms and Households
The extentof supportto firms and households and the choice ofinstruments depend onarange of factors.
Firms Households
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loans by public banks

Direct provision of
basic needs
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Source: IMF staff.
Note: SMEs = small and medium-sized enterprises; SSN=social safety net.

These principles can provide guidance on the design of spending, tax, and liquidity measures:

o Spending measures: Countries with strong social protection systems should allow automatic stabilizers to
fully operate and channel additional support through social safety net programs, to the extent
possible, to maximize their effects. Unemployment benefits could be enhanced as needed, for
example, by extending their duration, raising benefit levels, or relaxing eligibility (Gemnany, 1taly, Spain,
United States). Paid sick leave, while temporary in nature, should last for a sufficiently long period
commensurate with the health crisis. Although wage subsidies can help businesses retain workers,
they need to have clear phase-out mechanisms. Making transfers or expanded benefits part of taxable
income would allow clawbacks at higher-income levels and improve targeting. In many emerging
market and developing economies with weaker social safety nets (low coverage and adequacy), linking
additional transfers to existing programs and delivery channels can improve targeting. When this is
not possible, especially in low-income countries, categorical targeting (based on regions, sectors,
residence, age, or other criteria) is appropriate (Chapter 2). Consideting the urgency and widespread
need to deliver rapid relief to liquidity-constrained households, including to the self-employed and
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those in temporary jobs, unconditional direct cash transfers could complement other targeted social
protection spending, especially in countries with ample fiscal space.

o Revenue measures: A reduction in taxes that are paid monthly or quarterly is more powerful than those
paid after the end of the fiscal year if the aim is to address liquidity problems in a timely mannet. To
encourage investment in producing undersupplied goods or services, such as medical supplies and
equipment, temporary and targeted tax advantages could be used. Examples include accelerated
depreciation or super-deductions for investment in health or hygiene products. In contrast, profit-
based incentives (for example, reduced tax rates, tax holidays, or blanket amnesties) should be avoided
because they are not linked to the expenditure effort and would disproportionately reward businesses
with the greatest profits. Granting certain tax advantages only in hard-hit sectors (for example,
hospitality services and tourism-dependent sectors), or to firms that experience a decline in sales or
profits above a certain threshold, or to critical products (for example, importation of medical supplies
or priority foodstuffs) can improve targeting. On the administrative side, depending on countries’
capacity, eligibility for deferring tax payments should allow for the tax administration to deny
taxpayers with a poor compliance record or those at high risk of noncompliance in order to improve
efficiency. Tax filings should continue to signal that the adopted measures are temporary. To make
the support timelier, administrative relief can be introduced under existing frameworks. General tax
relief to boost aggregate demand is likely to be more effective when supply disruptions subside and
the health crisis abates.

o Liguidity support: While there are merits to providing immediate liquidity support where a large number
of firms and households are facing cashflow difficulties, governments should ensure that those
measures are properly costed, recorded, and monitored. Business dynamism should be maintained.
Liquidity support should be conditional on the duration of the pandemic in order to avoid keeping
nonviable firms afloat with subsidized finance. Umbrella guarantees (for example, covering loans to
small and medium-sized enterprises) are often more efficient than direct government support, as the
transaction costs of distributing subsidies or loans to multiple beneficiaries are high, especially in
countries with weak institutional capacity. Policymakers need to manage the associated fiscal risks,
including by assessing and quantifying the potential sources and size of fiscal costs, as well as by
maintaining transparency and disclosure for budgets and medium-term fiscal frameworks. These
principles also apply when there is Treasury backing of central bank liquidity support. A central
approval process (led by the Ministry of Finance or the cabinet) should be in place for the provision
of government loans to ensure transparent ex-ante assessment and ongoing monitoring. For
government guarantees of business loans, policymakers should consider partial guarantees (to ensure
that debtors still have incentives to repay) and risk-based guarantee charges to limit government
exposures to fiscal risks. Making provisions for expected losses and retaining the ability to recover
assets are important. For example, the loan guarantee scheme for small and medium-sized enterprises
in the Netherlands is limited to 75 percent of the loan value and loans with maturities of one year or
less.

For low-income developing countries, ramping up public health expenditure is the number one priority
irrespective of the fiscal space and debt positions. Moreover, given the large and temporary nature of the
shock for most countries, some discretionary fiscal support, including to hard-to-reach households, is
warranted even in countries with limited fiscal space. Automatic stabilizers, though usually small in
developing countries, should be allowed to operate. Discretionary measures could include cash transfers
or food subsidies to households under strain, including through digital technologies, and temporary,
targeted support to hard-hit sectors (Eswatini, Madagascar, Mauritins). However, for oil-exporting countries
that face a long-lasting shock from the decline in oil revenues (Angola, Gabon), ptiorities should be to fund
health spending and combine appropriately paced growth-friendly spending adjustments with additional
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financing from donors and international financial institutions. Once the health crisis has waned, and as
debt levels and their servicing cost to tax revenues rise substantially, all countries will need to put their
fiscal positions back on a sustainable path and reduce debt vulnerabilities.

Broad-Based Fiscal Support

The expected weakening in aggregate demand from the rapidly evolving pandemic and its wider
spillover effects (through trade, commodity prices, and tighter financing conditions) would in general call
for broad-based fiscal support, such as economy-wide tax cuts or public investments, to drive the
recovery once the health crisis recedes, especially where monetary policy rates ate at or near their
effective lower bounds.” Such a fiscal stimulus could boost business and consumer confidence
(Bachmann and Sims 2012; Guimaraes, Machado, and Ribeiro 2016). The role for early broad-based
stimulus, howevet, is likely to be more limited at the current juncture for several reasons. First, many
pockets of localized outbreaks and some national lockdowns imply that a generalized fiscal stimulus is
likely less effective given disruptions to production processes and supply chains. The output multiplier
effects are likely small until business activity normalizes. Second, higher health care spending and targeted
expenditure and tax measures could amount to sizable support. And third, decision and implementation
lags imply that a generalized fiscal stimulus would likely start to boost demand once the pandemic fades.
This would call for accelerating the implementation of already-budgeted investment projects, expediting
previously planned discretionary measures, and planning for more fiscal support over time depending on
available fiscal space. Some discretionary fiscal easing was already enacted, or was planned for 2020, to
boost subdued growth that prevailed before the COVID-19 outbreak in a number of advanced
economies (Canada, Germany, |apan, Korea, United Kingdon) and emerging market and developing
economies (Chile, China, India, Uganda). These plans should be fully executed. To facilitate economic
recovery as the coronavirus is contained, governments could plan to enact, for example, temporary
payroll tax cuts to incentivize firms to hire and time-bound value-added-tax reductions to bring forward
consumption, as well as implement accelerated investment, repair, and maintenance initiatives (depending
on the countries’ financing constraints).

Broader Country-Level Policies to Ensure Sustained Economic Recovery

The current challenges arising from COVID-19 underscore the need to adopt, over time, broader
enhancements to tax and expenditure policies that reduce vulnerabilities and boost medium-term growth.
Improving social insurance schemes and safety nets can mitigate some concerns about how people would
be protected in the event of a return of the current pandemic and future adverse macroeconomic shocks
(Chapter 2). In high-debt countries, the pace and size of medium-term fiscal adjustment would need to
be reassessed once the health crisis is over and the extent of the economic loss is better known. Any
consolidation over the medium term should be appropriately paced, growth-friendly, and inclusive.
Investing for the future remains an important priority for health care systems, infrastructure, low carbon
technologies, education, and research. This section discusses such recovery phase fiscal policies by
country income group.

7 Fiscal policies will likely have larger multipliers during the post-virus recovery phase given economic slackif the effective lower
bound on monetary policy rates binds or monetarypolicyis accommodative (Auerbach and Gorodnichenko 2012,2013; English,
Erceg, and Lopez-Salido 2017; Erceg and Lindé 2014; Miyamoto, Nguyen,and Sergeyev 2018; Gali 2019), and debtremainslow
(Leeper, Traum, and Walker 2017; Mao and Yang, forthcoming). For countries with high debtlevels,large-scale discretionary
fiscal stimulus through revenue or spending measures is likely to have less expansionary effects (Ilzetzki, Mendoza,and Vegh
2013; Nickel and Tudyka 2014; Bi, Shen, and Yang 2016; Fournier 2019; Fotiou, Shen, and Yang, forthcoming).
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Advanced economies with ample fiscal space can take advantage of low interest rates to boost already weak
potential growth by increasing spending on health care, research and development, training, and
infrastructure—alongside changes to tax-benefit systems that can enhance resilience and raise
productivity (Gemmany, the Netherlands). The case for public investment is particulaty strong in countries
with low or declining capital-to-GDP ratios (that is, where gross investment does not compensate for
depreciation), slowing per capita capital accumulation (Figure 1.16), and weak aggregate demand. The
fiscal expansion in Korea is expected to further foster female labor force participation and improve the
social safety net (including to cushion the COVID-19 impact). To increase the automatic response of
countries to shocks, unemployment insurance schemes and social safety nets should be improved to give
adequate protection to vulnerable segments of the population.

Advanced economies with some or limited fiscal space should strive to reconfigure their spending and revenue
mix to allow for greater capital spending (I7aly, United States), particularly in sectors where the quality of
public capital has deteriorated (for example, health care and transport infrastructure). For countries with
large public capital stocks (Japan), additional investment should be selective (for example, to build
resilience against pandemics and natural disasters, develop low-carbon technologies, and digitalize). In the
United States, in addition to the resources allocated under the CARES Act, more direct demand stimulus
should be put in place to bolster activity once the immediate health crisis has passed. This could include
meeting well-documented federal, state, and local infrastructure needs, offering consumption vouchers to
kickstart household spending, or investing to facilitate the transition to a lower-carbon economy.
Additional relief can be provided to households, including further incentives to coordinate private
creditors into offering delays in payments on auto, student, and credit card loans, as well as non-GSE
(government-sponsored enterprise) mortgages. Moreover, once the COVID-19 crisis is over, prudent
fiscal policies call for appropriately paced, inclusive, and credible adjustments to put debt ratios on a firm
downward trajectory. To enhance the effectiveness of automatic stabilizers in these countries, social
safety nets should be improved (United States).

Figure 1.16. Public Capital Stocks across Selected Countries
(Percent of GDP)

More publicinvestmentis needed in countries with ashortage of capital.
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marketand developing economies.

Emerging market and developing economies’ health systems generally have limited capadity, infrastructure
needs that are pressing and substantially larger—with the potential to crowd in private sector investment
(Eden and Kraay 2014)—and social safety nets that are relativelyless developed (in coverage and
adequacy) compared with advanced economies. In general, policymakers should finance development in a
fiscally responsible way, improve the efficiency of public investment, and strengthen social safety nets.
Taking advantage of unique identification systems (for example, Aadhaar in India) and new digital
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technologies (for example, the G-pay system in Kenya) can help deliver key public services, process
applications for targeted income support, and implement direct cash transfers. The size of the initial fiscal
support in response to the pandemic and financing constraints will determine the scope for additional
fiscal action in the recovery phase. Once the COVID-19 crisis is over, high-debt countries should, in
general, pursue fiscal consolidation supported by growth-friendly measures. However, the size and pace
of adjustments would need to be carefully recalibrated, taking into account the full impact of the
pandemic on the economy and the extent of debt vulnerabilities.

o Among the large emerging market and miiddle-income economies, additional on-budget fiscal support in China
focusing predominantly on rebalancing and increased spending on low-income households, public
health, and social safety nets is warranted should the recovery fall short even after supply constraints
are removed. Refraining from off-budget, large-scale infrastructure investment remains appropriate in
China as returns are diminishing. In India, the fiscal stance should be eased as needed to accommodate
necessary increases in public health expenditure in response to the pandemic and shield against a
more severe economic downturn, using targeted and temporary measures. Once the current economic
situation improves, a more ambitious, credible medium-term fiscal consolidation path is needed to
bring debt and interest expenditure down. Transparency must improve, and the practice of shifting
spending off-budget must be curtailed. In Brazgi/, further easing of fiscal policy may be needed to
arrest a steep deterioration in aggregate demand. However, the authorities should continue to pursue
fiscal reforms and develop a medium-term fiscal framework that preserves the expenditure ceiling rule
and puts debt on a downward trajectory. Maintaining fiscal credibility is essential to restore investor
confidence and attract much-needed investment once economic conditions start to normalize. Soxzh
Africa should focus on containing the pandemic in the short term and undertaking fiscal consolidation
over the medium term, accompanied by improving the efficiency of spending and implementing
structural reforms. For many oil-exporting countries, the sharp fall in oil prices highlights the need for
economic diversification as well as investing in low-carbon technologies.

o L ow-income developing conntries should strike a balance between addressing development needs and
safeguarding debt sustainability once the health crisis wanes. Achieving this balance requires adhering
to sound medium-term fiscal frameworks, raising domestic revenues, improving the efficiency of
spending, and facilitating private sector activity through structural reforms and improvements in
governance and the rule of law (Desruelle, Razafimahefa, and Sancak 2019). Priorities include the
following:

> Mobilizing domestic revenues when the pandemic abates: The average tax-to-GDP ratio of low-income
developing countries is significantly lower than that of emerging market and middle-income
economies. The current tax gap (the difference between potential and realized tax ratios) is large—
estimated at 3—5 percent of GDP in sub-Saharan African countries (May 2018 Regional Economsic
Outlook: Sub-Sabaran Africa). Although challenging, building tax capacity is needed to substantially
increase government revenues over the long term—from the current median level of 15 percent of
GDP—in order to facilitate efforts to meet the needs outlined in the United Nations Sustainable
Development Goals (Gaspar and others 2019). Cross-country experience shows that bolstering
revenue collection requires a medium-term revenue strategy in which both tax policy and revenue
administration efforts are well coordinated, such as the domestic revenue mobilization strategy
recently adopted in Uganda. Measures include implementing well-designed value-added taxes,
including timely refunds; building capacity for property taxation; gradually expanding the base for
corporate and personal income taxes, including by eliminating costly tax exemptions; and efficiently
taxing extractive industries (IMF 2019a). Other priorities include adopting a comprehensive risk-
based strategy to improve compliance, with a focus on large taxpayers (Uganda). These efforts
should be complemented with improved governance (April 2019 Fiscal Monitor). Concerns that the
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value-added tax might be regressive are better addressed within the overall tax-benefits system by

strengthening safety nets.

Improving debt management and transparency: Despite improvements in debt management and

transparency in many low-income developing countries (Cameroon, Ghana), important gaps remain in

some countries, including insufficient audits, lack of operational risk management, and incomplete

coverage of debt statistics (such as those on borrowing terms and conditions of state-owned
enterprises; see Chapter 2) (IMF 2019b). The likely impact of the COVID-19 pandemic on

countries’ public finances only
reinforces the need to improve debt
management and transparency. Further
efforts are needed to manage risks and
keep up with the evolving complexity
of public debt structures and the rising
share of external and nonconcessional
financing (Figure 1.17). Measures
include publishing regular debt reports,
broadening the coverage of debt
statistics, and limiting risks from
contingent liabilities. Frontier
economies, which have a large share of
nonconcessional financing, should
strengthen debt management
governance (Ghana). These would help
further develop local debt markets.
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Figure 1.17. Low-Income Developing Countries:
External Debt, by Creditors, 2010-18
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Box 1.1. Understanding the Implications of Different Types of Fiscal
Measures for Public Finances

To address the economic and social challenges posed by the COVID-19 pandemic, governments are
using fiscal measures that take various forms and have different budgetary and debt-related implications
(Figure 1.1.1). Additional spending or tax cuts result in immediately higher budget deficits. Supportt to
companies in financial trouble through loans or equity injections does not impact budgets directly but
may increase debt or require additional borrowing. Guarantees do not affect deficits or debt in the near
term, but they expose the government to medium- to long-term fiscal risks.

Figure 1.1.1. Likely Impact of Measures on the Government Budget and Debt

Today Tomorrow'
Budget Balance Debt Budget Balance Debt
or Net Worth
Additional spending or tax cuts l 1 Unchanged
Tax deferrals l T T l
T l
Loans? Unchanged Unchanged

(if firm defaults)

Equity injections? Unchanged T ! Unchanged
(if firm fails)
, 1
Guarantees Unchanged Unchanged T
(if called)

Source: IMF staff.

Note: All transactions are assumed to be financed through debt rather than by drawing on other government
funds.

! Additional effectin the future rather than a combined effect with today’s incurrence.

% If transactions are reasonably expected to have an economic rate of return. If not, treated like budgetary
spending and revenue measures.

The full cost of most budgetary “above-the-line” measures is reflected in the fiscal balance, government
debt, and increased borrowing needs in the short term. These measures include additional spending (for
example, health services and unemployment benefits); capital grants and targeted transfers (for example,
wage subsidies or direct transfers); or tax measures (for example, tax cuts or other relief) provided
through standard budget channels. Deferrals of tax payments and social security contributions have a
temporary effect on the deficit and debt, and aim to provide liquidity to taxpayers. Although deferrals
create a financing need today, the government will eventually be repaid in the future.

“Below-the-line” measures generally involve the creation of assets, such as loans or equity in firms.
Equity injections or loans to firms may have little or no upfront impact on the fiscal deficit unless they
have a concessional component, but they can increase debt or reduce liquidity. Government guarantees
granted to banks, firms, or households usually have no immediate upfront cost in the form of deficit or
debt unless the expected cost is budgeted, but they create a contingent liability, with the government
exposed to future calls on guarantees. A loan default or loss in equity would reduce the government’s
assets, whereas a call on a guarantee would increase public debt, as the guaranteed debt is assumed by the
government. These would reduce government net worth (assets net of liabilities).
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Box 1.2. A Wave of Protests: Economic Reforms and Social Unrest

An increasing number of protests have broken out during the past two years in various parts of the
world, challenging governments and policymakers to understand and address the root causes of
discontent. In Ecuador, Haiti, and the Islamic Republic of Iran, protests started when the government
announced an increase in fuel prices, while protests in France were related to reforms of the railway
system and pensions, and planned fuel tax increases, among other factors. In Sudan, a sharp increase in
the price of bread and a shortage of fuel led to social unrest. In Lebanon, people took to the streets when
the government announced the introduction of fees on internet-based calls, whereas in Chile, a small
increase in public transport fares sparked social protests on much broader issues.

Protests over policy reforms—in particular, over price increases of basic goods and other fiscal
measures—are not a new phenomenon (Morrisson 1996). For instance, cuts in public wages or increases
in food and fuel prices sparked protests in Burkina Faso, Ecunador, Nigeria, and Zambiain the 1980s, and in
Gabon, Indonesia, and the Philippines in the 1990s. In other cases, political rather than economic measures
provoked unrest. Governments have struggled to understand the causes of protests and to design policies
that could help reduce the risk of social unrest.

Common Themes: Root Causes and Triggers of Social Unrest

Each country’s protests are unique, but they seem to have broad common themes. Specific measures
may trigger protests, but rising tensions quickly transform social unrest into a broader critique of
government policies. People take to the streets because of long-standing grievances and perceptions of
mistreatment (Passarelli and Tabellini 2017). High or rising levels of poverty and inequality, particularly in
countries with weak social safety nets, can contribute to unrest. Protests are also more likely in countries
with histories of widespread corruption, lack of transparency in public policy, and poor service delivery.
Across countries, many groups feel that they lack a voice in public matters and that they are not well
represented by existing political parties or the political system. According to Piketty (2018), for example,
in some Western democracies, established political parties on both the left and right have become
dominated by “highly educated or merchant” elites, leaving the working class with less representation. In
other regions, younger generations have been at the forefront of many recent protests, expressing their
perceptions that existing policies pay scant attention to their welfare. Protests often also occur in waves,
signaling a potential contagion effect, including across borders (Katz 1997; Chen, Lu, and Suen 20106).
Examples include the Arab Spring in the early 2010s and the protests spreading across several countries
in Latin America in 2019.

Although the long-standing challenges discussed above are multifaceted and have deep political,
historical, and sociological roots, the triggers for protests are often related to specific types of economic
policy measures that have commonalities across countries. Price increases for basic goods and energy
products or reductions in public wages are more likely to face strong opposition because they threaten
the livelihood of vulnerable segments of the population or take away important benefits from a societal
group that can organize strong opposition, such as civil servants or the urban middle class. By
comparison, cuts in public investment or general current expenditures entail less risk of unrest because
their costs are sometimes deferred or indirectly dispersed over the entire population rather than
concentrated on specific groups (Morrisson 1996). Countries could be vulnerable to new waves of social
unrest, for example, if support measures are seen as insufficient to mitigate the COVID-19 crisis and its
economic fallout, or as unfair by favoting the wealthy, or when those measures ate later withdrawn.
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Policy Design Matters

Policymakers should address the country-specific, complex root causes of discontent. In the near term,
policymakers have more control over the design of policy reforms and, in this regard, cross-country
experiences provide lessons on how to reduce the likelihood of triggering unrest.

e Adequate planning and a clear strategy based on analysis and on mitigation measures increase the
likelihood of success, as does an electoral mandate for reform (Clements and others 2013; OECD
2009). A gradual approach that allows citizens to adapt has often proven to be more politically

acceptable. In contrast, reforms are less successful if undertaken hastily in response to immediate
economic pressures (OECD 2018).

e A reform plan should also include a strategy for overcoming opposition from interest groups, and
mitigating measures for adversely affected groups, both of which are critical to building public
support (Clements and others 2013; Inchauste and Victor 2017; Furceri and others 2019).
Implementing mitigation measures before reforms, and publicly linking such measures to the
reforms, can help demonstrate the government’s commitment to protecting relevant groups. Any
mitigation measure should provide adequate coverage and generosity and be visible to the relevant
groups. For instance, the successful energy subsidy reform in the Is/amic Republic of Iran in 2010 was
preceded by a public information campaign accompanied by substantial and immediate cash transfers
to households. In contrast, the large increase in fuel prices in November 2019, without prior notice
or compensation, was met with protests because it occurred during a period of high unemployment
and underlying dissatisfaction. When energy price increases triggered unrest in Hazzin 2018 and
Ecuadorin 2019, mitigation measures were either absent or not visible to the public, or were lacking
in coverage and generosity. In Morocw, in contrast, the authorities phased out subsidies gradually and
consulted stakeholders in 2014 before implementation of the reform, and a smoother rollout ensued.

e A farreaching and consistent communications strategy can help build broad public support. At the
current juncture, making clear that support measures to address the COVID-19 crisis are temporary
could help manage expectations. More generally, the communication strategy should include
consultation with those stakeholders who are affected by the reform and can influence its success
(Wortley, Pasquier, and Canpolat 2018).8 The information campaign should be transparent, explain
the rationale for reform and the cost of the status quo, and present mitigation measures for adversely
affected groups (Clements and others 2013). For example, ahead of the 2015 introduction of the
value-added tax in The Babamas, the government embarked on an in-depth public information
campaign and implemented mitigation measures. The public must be made aware that the status quo
is costly and of how any savings from reform can be redeployed to benefit the population (for
example, by scaling up education and health care spending) (Inchauste and Victor 2017; OECD
2018).

e Although these lessons are grounded in empirical evidence and cross-country experience, it is
important to recognize that the factors leading to unrest remain unpredictable and depend on rapidly
evolving circumstances specific to individual countries as well as on regional and global factors.

8 See Abdallah and others (2019) for an applicationof a communications strategy in Colombia.
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Special Feature Online Annex 1.1. Fiscal Measures in Selected Economies in Response to the COVID-19 Pandemic

The Special Feature Online Annex summarizes key fiscal measures governments have announced or taken in selected economies in response to the COVID-19 pandemic from January
1 to April 8, 2020. The Special Feature categorizes different types of fiscal support (for example, above-the-line and below-the line measures, and guarantees) that have different
implications for public finances in the near term and beyond. Please refer to Box 1.1 of the April 2020 Fiscal Monitor for details. The Special Feature is not meant for comparison across
economies as responses vary depending on country-specific circumstances, including the impact of the pandemic and other shocks. It focuses on government discretionary measures
that supplement existing automatic stabilizers. These existing stabilizers differ across countries in their breadth and scope. Estimates included here are preliminary as governments are
taking additional measures or finalizing the details of individual measures. The information does not represent views of the IMF on the measures listed. Please see IMF Policy Tracker
(https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19) for information on a broader range of economies and their monetary and financial policies.

Online Annex Table 1.1. Selected Fiscal Measures in Response to the COVID-19 Pandemic (as of April 8 2020)

Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P e)ét?a-budgetary?unds ! 213 other contingent liabilities
G20 advanced economies
5 Spending measures IBERG Ty Spending measures (AUS $188 bn): Tax-free cash payments to s s
197 « Support for primary and aged care, o B N L L 15 20
o . eligible small businesses to continue operations; wage subsidies O o
= hospitals, and research to ensure . . = =
effective|diagnosislanditreatment ofthe for small businesses to keep their workers; payments to lower-
N S income Australians, including pensioners, other social security and . . . .
e infected and minimize the spread of the ! e L N « Government to provide the Australian Office * Under a Coronavirus SME Guarantee
s . veteran income support recipients, and eligible concession card s £ Fi . y . s s
Australia = 130 virus. T a 10 of Financial Management with an investment = 13 cheme, government to guarantee 50 percent
%} ) %] capacity (AUS $15 bn) to invest in structured @ of loans (up to AUS $40 bn) offered by local
=} =} y =}
* The Commonwealth government to ) . finance markets used by smaller lenders. lenders to SMEs.
ay for half of all additional costs Revenue measures (AUS 5.8 bn): Asset write-off; accelerated
a ii;c);rred = depreciation deductions to support investment; tax reliefs for a a
[=} " oY " N . Australian airlines and airports; waiver of fees and charges for (=} [=}
Y UL giagnosholendiveatholpatenEiv tourism businesses in most affected regions and communities @ e Y 1
® COVID-19. g ) = =
5 Spending measures (CAN $105 bn): Income support for firms IS 5
9 108 and people, including payments to workers without access to sick 9 5.0 9 65 « Canada Emergency Business Account
leave and employment insurance, an increase in existing GST tax program will provide up to CAN $25 bn in
Spending measures (CAN $3.2 bn):  credits and childcare benefits, support to the most vulnerable funds and guarantees for eligible financial
= Support to the health system including including through a new Indigenous Community Support Fund, and « Farm Credit Canada will receive support from institutions to provide interest-free loans to
Canada g 81 for increased testing, vaccine a firm subsidy equal to 75 percent of employee wages for up to 3 g 37 the government that will allow for an additional g 48 small businesses.
@D development, medical supplies, months. @a : CAN $5 bn in lending capacity to producers, @D
> mitigation efforts; and greater support > agribusinesses, and food processors. > * SME Loan and Guarantee program will
for Indigenous communities. Deferral of payments (CAN $85 bn): Liquidity support through guarantee up to CAN $40 bn in lending,
o temporary interest-free tax deferrals for businesses and self o o supported through Export Development
8 52 employed, amounting to CAN $55 bn in deferred income taxes and 8 0.2 8 31 Canada and Business Development Bank.
= CAN $30 bn in deferred GST/HST and customs duties for imports. = =
s Spending measures (€37 bn): £ s
37 + The European Commissi d that the size of th 1.0
o " . pean Commission announced that the size of the o o
= Spending measgrgs (€0.Q5 B Wi Corona Response Investment Initiative will be raised to €37 bn, to = = . .
= European Commission redirected iyl = i S = = * Redirecting €1 bn from the EU Budget as a
Euro Area/ g 1 funding of €47.5 million towards strF;Zsedpre ions [IE, ! g g 11 guarantee to the European Investment Fund to
European Union research on COVID-19 vaccine g_ C %] ] ) incentivize banks to provide liquidity to hard-hit
=] development. treatment. and « The Commission proposed to extend the scope of the EU ) o SMEs and midcaps.
o dia noztics B ’ Solidarity Fund by also including a public health crisis within its o o [
8 0.3 d : scope, in view of mobilizing it if needed for the hardest hit EU 8 8 0.0
= member states. Up to €0.8 bn is available in 2020. N =
s Spending measures (€11 bn): Subsidies for wages of workers £ s
o 17 under the reduced-hour scheme and direct financial support to o o 312
- Spending measures (€5.5 bn): affected SMEs and independent workers. - -
5 Support for streamlining and boosting = 5
Qo Q < .
France 9) 18 health insurance for the sick or their Deferral of payments/advance pay of liabilities (€48.5 bn): 8 9) 348 Cj:t:r?i‘ézr(?;ggsb:); ek (Een
=) caregivers, and higher spending on « Liquidity support through postponement of social security = = p :
o health supplies. contributions and tax payment for companies, and rent and utility o o
8 0.7 payments for affected SMEs. 8 8 13.9
= « Accelerated refund of tax credits (e.g. CIT and VAT). N =
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Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group ni2 in the health sector in sectors other than health 1213 P e)ét?a-budgetary?unds ’ 1213 other contingent liabilities
c Spending measures (€131.8 bn): including grants to hard hit c c
8 143 small businesses and self-employed, increased access to childcare 8 200 « An economic stabilization fund (WSF) of 8 762 (iii) €400 bn to provide additional state
= and basic social security benefits, and temporary relief to affected = €600 bn is established with three components: ~ — guarantees to non-financial corporations to
5 Spendinglmessuresiieifalbn); :?oal?; ;r;?r;‘;fz:f;tfﬁgg:;: ﬁ[;r:::fn\?vr:]ig:sceor:%dz:gg:%ired = (i) €100 bn for government equity investments 5 f;lf?:aar:sirl:gmdny pttenecs and support
5 " ) ; b = 5 b
Germany [a) 159 ARIHEITE ETETEIg @ szl discretionary because the program parameters have been [a) 223 in significantly affected companies; [a) 849 + An expansion of the existing Kf\W-programs
capacity, medical equipment, research N ! D A . ’
% S 3 ’ ’ changed. 5 B by increasing the guarantee framework for
and information campaigns.
: (i) €100 bn loan to state development bank KfW to €822 bn from the current €460 bn.
% Deferral of payments: including options for deferring tax % KfW for financing affected firms that do not % « Total guarantees provided by state
[0) 4.4 payments and reducing prepayments until the year-end without o 6.2 have access to KfW’s existing programs; [0 234 governments to be increased by €63 bn.
R penalties. X R
- = - * SME loans subject to moratorium (€70 bn).
) cs) ) The guarantee covers up to 30% of the value.
20 530
o (] O
= | = + Enhancement of the SME Guarantee Fund
Spending measures (€16.7 bn): including Income support to laid- from €40 bn to over €100 bn.
off workers and the self-employed by broadening the wage « State guarantee of €0.5 bn to the state
s Spending measures (€3.2 bn): supplementation fund (€10.3). 5 s development bank—Cassa Deposit e
Italy (% 22 including on medical equipment and [a) 8 591 Prestiti—to support lending and liquidity to
B staff, as well as civil protection. Deferral of payments: including postponement of certain tax and % B) banks to enable them to finance medium to
social security payments for SMEs, as well as taxes and utility bill large enterprises.
0 payments in most affected municipalities. N o « All business, the guarantee (€200) will cover
between 70% and 90% of the amount
a a a
o) 12 o o 324 financed.
B ES B « Co-insurance scheme for exporters (€200).
< Spending measures:
R - c c
s 53,000 - Cash handout to affected households (JPY 300,000 per eligible S 53,200 8 2,000
" household) (JPY 4.0 tn). Q Q
9 Spending measures: ) ) - e -
= ST (o (o] e - Lump-sum transfer to affected firms (JPY 2 mn per firm for « The government boosted special financing
which could be spent on COVID-19 SMES‘.J.PY Ol fo.r the. self—e.mplo.yeq) (J.PY. 2'3,m)' . End guaraptees pn.manly foipicielsmaliand -Guarantees on bonds/borrowing by the
5 related measures (JPY 1.1 tn) - Subsidies for public/private financial institutions' lending (JPY 3.8 s medium-sized business operators affected by 5 Development Bank of Japan and the Japan
2 497 _Production, procurement and ) ; " . a e COUBANIENG DD AREES a 19 Finance Corporation (JPY 1 tn)
Japan e o N - Measures to accelerate recovery and rebuild resilient economic @ Corporation and other institutions (JPY 45 tn). @« q
=) distribution of critical equipment such ) N L =] . N =) -Guarantees on external bonds issued by the
as masks and ventilators (JPY 0.2 tn) structure such as incentive measures for consumption in affected - Other off-budget operations using the Development Bank of Japan and Japan Bank
_Other health-related measures : service sectors and infrastructure investments (in the post- Development Bank of Japan and other for Intefnational Coopera?ion (JPY 1ptn)
T e s g containment phase) (JPY 10.8 tn). agencies (primarily for infrastructure projects in
% oto S)p P " Revenue measures: Reduction of property tax, expansion of the % the post-containment phase) (JPY 8 tn) %
o 10.0 i loss carry-back program, etc. (G} 10.1 o 0.4
B Deferral of payment: Deferral of payment of taxes and social ES B
security premiums by affected firms and households for one year.
s Spending measures (KRW 23 tn): s s
o 28,800 « Support for households, including employment retention support, ¢ 120,000 o
= consumption coupons for the poor, emergency family care support, —' =
and cash transfers to bottom 70% of households.
« Support for local communities, including local gift certificates and
: S e Expnd g o von s cmnesans 5
a 24 Spending measures (KRW 3 tn): 9 9 ) a 101 commercial banks to SMEs, small merchants, o
- ‘g Epidemic prevention and treatment, Revenue measures (KRW 2.8 tn): Consumption tax cut for auto g mid-sized firms, and large companies (the ‘g
support for medical institutions and X P latter on a case-by-case basis) including
N purchases; temporary corporate/income tax cuts for landlords who " .
quarantined households. ) ) N h emergency lending, partial and full guarantees,
reduce commercial rents; VAT reduction for the self-employed; AR A
X . — 2 and collateralization of loan obligations.
social security contribution cut for households and firms.
% Deferral of payments: Tax deferral covering a broad range of % %
o 1.5 taxes for small businesses and the self-employed in medical, Q 6.4 o
£ ES E

tourism, performance, hospitality, and other affected sectors; social
security contribution payment deferral for households.
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Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P - d P ! 213 other contingent liabilities
extra-budgetary funds
Spending measures (€10 bn depending on the usage and
duration of the measures and could be higher):
- Entitlement of unemployment benefit for workers temporarily laid
= off under the Temporary Employment Adjustment Schemes owing = =
o i i i : i o o
14 to the pandemic, with no requirement for prior minimum 10 102
o Fe 5 A (] o
= contribution or reduction of accumulated entitiement. P =
- Increased sick pay for COVID-19 infected workers or those
quarantined, from 60 to 75 percent of the regulatory base, paid by
Spending measures (€3.9 bn): :}fee‘jgzal Security budget; allowance for self-employed workers
DIEtEl SUDPO_n Tomiie contmgenx_:y - A temporary subsidy for affected household employees and for
fund to the Ministry of Health (€1 bn); . .
. temporary workers whose contract expires during the state of "
advance transfer to the regions for the " . « The government has approved a line of
N N X emergency and are not entitled to collect unemployment benefits; .
regional health services (€2.8 bn); o el R public guarantees and guarantees worth up to
e . . and additional provision of assistance to dependents. .
5 additional funding for research related e i B s - . o o 5 €100 bn. An additional guarantees of €2 bn for
. Transfer to autonomous communities funding meals for children « Additional funding for the Instituto de Crédito q
Spain [a) 15 to the development of drugs and . b [a) 11 - o [a) 114 exporters through the Spanish Export
%] X affected by the school closure; new rental assistance programs for @ Official (ICO) credit lines (€10 bn) @0 5 .
B vaccines (€0.1 bn). . N . 3 N 5 B Insurance Credit Company; some guarantees
certain vulnerable renters; and extension of the social benefit for N N .
« An emergency management process P for loan maturity extensions to farmers using
energy provision. N -~
for the procurement of all goods and R . the special 2017 drought credit lines.
) ) evenue measures:
services needed by the public sector to . ) — .
: « Exemptions of social contributions for affected companies that
implement any measure to address the P .
I maintain employment, and a 50 percent exemption from
pandemic. 1 q . o, "
employer’s social security contributions for workers with
permanent discontinuous contracts in the tourism sector and
related activities (from February to June 2020).
% « A 6-month suspension of social security contributions for the self- % %
[©) 1.2 employed (for April-June), subject to a condition of continued [} 0.9 [) 8.9
X activity in May and June; and more flexibility for workers to access &2 R
savings from their pension plans.
Deferral of payments of taxes for small and medium enterprises
and self-employed for six months (€14 bn).
Spending measures (£60 bn):
c « Income support, including a Job Retention Scheme to subsidize c c
3 65 furloughed employees' wages and firms' social security g 330 + The Coronavirus Business Interruption Loan 3
= contributions; an income support scheme for the self-employed; = Scheme (CBILS) launched with the British =
Spending measures (£5 bn): direct grants for small firms in the most-affected sectors; Business Bank will support SMEs with access 5 5
" " . N L ! . ; B « Under CBILS, the government will provide
« Additional funding for the National compensation for paid sick leave; strengthening the social safety to loans of up to £5 million and for up to 6 :
L . q 5 lenders with a guarantee of 80% on each loan.
Health Service, including to expand the net to support vulnerable people (by nearly £7 bn) under the years. The government will cover the first 12 > . 3
= " h . " ) ) . « The Coronavirus Large Business Interruption
15 number of hospital beds, medical staff Universal Credit and other benefit schemes; support for renters by ~ § months of interest payments and any lender- 15 - N
. X . . 8 . N Loan Scheme (CLBILS) will provide a
United Kingdom o 83 and equipment. increasing the Local Housing Allowance. a 423 levied fees. (=)
7] 5 n e . %] 0 %] government guarantee of 80 percent to enable
S « International support, with £150 million made available to the S « Under the new Covid-19 Corporate S L
5 p n 1 " s banks to make loans of up to £25 million to
Revenue measures: IMF’s Catastrophe Containment and Relief Trust. Financing Facility (CCFF), the Bank of England X N
i . " . . . p firms with an annual turnover of between £45
« Waiver of VAT and duties on critical Revenue measures: property tax (business rate) holiday for firms will buy short term debt from larger - L
Pl . A p q million and £500 million.
medical imports. in affected sectors. companies. The combined size of the CBILS
% Deferral of payments: Liquidity support, including deferral of % and CCCF schemes is £330 bn (15% of GDP). %
[C] 3.1 income tax for the self employed and VAT payments; Time to Pay @ 15.7 [C]
X arrangements (tax debt restructuring) for businesses and ES ES
individuals.
Spending measures:
15 « Families First Coronavirus Response Act (March 16, 2020) IS 15
9 1,395 Spending measures: includes an estimated $83.3 bn for 2 weeks paid sick leave, up to 3 9 405 9 454
« Coronavirus Preparedness and months emergency leave for those infected (at 2/3 pay), food
Response Supplemental assistance, free virus testing; and federal transfers to states for
Appropriations Act (March 6, 2020) Medicaid (increased by 6.2% during emergency period); and $1 bn
approved with $8.3bn for treatments,  in expanded unemployment insurance. + Coronavirus Aid. Relief. and Economic
c drugs, and public health measures, of + Coronavirus Aid, Relief, and Economic Security Act (March 27, c 3 ’ : . c « Coronavirus Aid, Relief, and Economic
8 ; L . N S Security Act (March 27, 2020) includes $56 bn & 8 ;
a 1,395 Which US$1.25 bn is included for 2020) includes, among others, extended unemployment insurance o 405 in loans for distress businesses (e = 454 Security Act (March 27, 2020) includes $454
United States 0 ’ international assistance. payments ($250 bn); transfers to state and local governments @« X ) M @« bn to backstop section 13(3) Federal Reserve
=) N : N =] passenger and cargo air carriers, postal =] e — :
($150 bn), FEMA disaster relief ($45 bn), food assistance ($24 bn), . . facilities that purchase corporate obligations in
. . " N " N . service etc.), and $349 bn in loans for small N
« Coronavirus Aid, Relief, and education funding ($30 bn), and transit funding ($25 bn). . primary or secondary market.
. X businesses.
Economic Security Act (March 27, Revenue measures:
2020) approved $100 bn for hospitals, « Tax rebates ($250 bn) of $1,200 for singles/$2,400 for married
$1.32 bn for community centers, $4.3  couples filing jointly and $500 per qualifying child, employee
% bn for the Center of Disease Control,  retention tax credit ($50 bn). % %
© 6.9 and $27 bn for vaccine development.  Deferral of payments: @ 20 © 22
X R B

« IRS extended income tax filing deadline by 90 days; employers'
payroll taxes are delayed to 2021 and 2022.
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Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P - d P ! 213 other contingent liabilities
extra-budgetary funds
G20 emerging market
Spending measures (ARS $290 bn):
s « Support for workers and vulnerable groups, including through s s
350 . [N X . 350
3 increased transfers to poor families, increased social security 3 3
Spending measures: benefits (especially to low-income beneficiaries), higher
_g d ttq f H Ith Minist unemployment insurance benefits, and payments to minimum- —
© . u ge |ncr§ase or rea . |p|s . wage workers. c © « Credit guarantees will be provided to banks’
c including for improvements in virus . . . . a . . " c " A N
Argentina a 5.4 diagnostics. purchases of hospital « Demand support, including spending on public works. a « Support for hard-hit sectors, including 2 5.4 lending to micro, small and medium
9 % o SI ment'yaF;d construction oF; Revenue measures (AR$ 60bn): g subsidized loans for construction activities. % enterprises (SMEs) for the production of foods
2 t«:m pora ’emer —————— « Support for hard-hit sectors, including an exemption from social 2 and basic supplies.
centF;rs Y gency security contributions.
o . Deferral of payments: o o
8 1.2 « Extension of the grace period of repayment of loans granted by 8 8 1.2
= the Social Security to retirees and beneficiaries of non-contributory 2 =
pensions.
5 Srendingmezsuse; ~s$::1dlgrg m;isol;::ss:u ort to vulnerable households (2 percent 5 5
& 205 .« Additional funding for the public health porary Inc pport fo ¥ ’ pef & 263 & 34
= system to fight the disease (RS & bn), of GDP), including advance social benefit payments to pensioners =5 =
inycludin frogm - func’is and wage bonuses to low income workers, expanding the Bolsa « Expanded credit line for SMEs to hire new
ori inati% from mandatory car Familia program with the inclusion of over 1 million more workers and maintain existing employment (R
orig 9 Y beneficiaries, introducing a new “Covid-19” voucher payment of $5 bn). . . 3
insurance (R$ 4.5 bn). L o + Government will back (assuming 85% of the
c BRL600 a month (USD40) to 30 million poor families for the next ] ] . o .
S « Access to 20 percent of the Health " N ) o . . a risk) a R $40 bn credit line operated by private
. a 42 three months, partial unemployment insurance benefits for workers 5 53 « Temporary suspension of debt service a 6.9 e
Brazil o Guarantee Fund resources (about US$ . N b banks for SMEs, specifically to cover payroll
N N with reduced hours or wages, reallocating resources to the @ payments from state governments to the ] 0
=) 2 bn) to provide the private health s " N =] =) costs. Interest rates are capped at the policy
N N N N workers’ severance fund (FGTS) to facilitate new withdrawals. federal government (R $12.6 bn). 5
insurance companies with funding for rate (3.75%).
sEEimen (h EselieD (e e Deferral of payments: Payment of employers’ contributions to the « Public banks announced credit lines totaling
. FGTS and small business taxes will be postponed by 3 months. R $245 bn.
'8 Revenue measures: Temporary tax . : " - o o
[=} 29 N Small businesses will also be given a temporary reduction in non (=} [=}
o 3 cuts/exemption on health products to o . [0} 37 [ 0.5
= fight covid-19 FGTS type of employer contributions. These measures will add up = =
9 : to 0.8 percent of GDP.
Spending measures:
5 « Front-loaded government spending possibly on infrastructure and £ 5
o 2,560 through issuance of special local government bonds. o %)
= « A refund of 2019 unemployment insurance premiums for = =
Spending measures: companies that minimize layoffs.
« Expenditure to improve epidemic Revenue measures:
prevention and control and the national « VAT exemptions for a wide range of goods and services related
public health emergency management to epidemic control, as well as for small taxpayers in Hubei; and
5 system. VAT rate cut from 3% to 1% in other regions for 3 months. s 5
China (% 380 « Corporate income tax relief for businesses in affected sectors % (%
o Revenue measures: through a longer tax loss carryover period to 8 years or one-off 100 3 =
- Tariffs were exempted for the import  percent expensing deduction for investment in equipment to
of medicines, medical supplies, and expand production capacity.
other vehicles used to fight against the + Social security contributions by employers in Hubei province and
outbreak. SMEs (50 percent for large firms) in the other provinces are
% waived until June (April). % %
[ 25 Deferral of payments: Firms are also allowed to defer their social @ 0]
X security payments by 6 months, and the due date for contributing to &2 R

the “housing provident fund” is extended to end-June.
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Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P - d P ! 213 other contingent liabilities
extra-budgetary funds
Spending measures (Rs 1.42 tn):
« The central government has announced a package that provides
5 insurance coverage for workers in the healthcare sector, 5 5
) 1,570 substantial in-kind (food; cooking gas) and cash transfers, as well o o
= as wage support to poor households (in some cases for those still = =
Spending measures (Rs 0.15 tn): working, and in other cases by easing the criteria for receiving
- Additional spending on health benefits in the event of job loss). These measures sum to about 0.6
infrastructure, including for COVID-19  percent of GDP, per IMF staff estimates. Increases in fuel excise
testing facilities, personal protective taxes announced in early March (0.2 percent of GDP) will partly
equipment, isolation beds, ICU beds, ~ finance these measures.
and ventilators. « The state of Kerala has announced a package (0.1 percent of
- national GDP), including Rs 110bn of arrears paid, Rs 14bn = -
\ndia g 21 advanced pensions, Rs 20bn loans to women, Rs 20bn front- g g
D loaded rural jobs, 2 times Rs 1000 per month to 10mn poor without @ 7]
S) pensions. Numerous other states have also announced stimulus 2 S
packages, mainly in the form of cash- and in-kind transfers to poor
households (cumulatively about 0.1 percent of national GDP).
« The central government has directed states to make allocations to
low-wage construction workers from an existing pool of resources
(0.2 percent of GDP).
o Deferral of payments: o o
8 0.7 « Extension of income tax filing deadline (3 months); reduction of 8 8
® penalty for late payments; date for filing fiscal year 18/19 GST tax =® B3
liability extended (3 months); other miscellaneous relaxation of tax
regulatory/administrative requirements.
= Spending measures: = =
3 289,000 §pending measures (IDR 76 tn): « The first fiscal package of IDR10.3 tn comprises support to the g 3 150,000
par < IDR 1 tn initially allocated t . tourism sector (tax cuts and discounts on airplane tickets and jet- a par
el : ItTal '2 'ynil Og.ie :rsav:lr fuel) and to low-income households (social assistance and subsidy
v L u‘_ e ut ! ghp d for home buyers) starting from March 1 for most measures.
zr? ?”Z:czq:tlgr;fn Y;r;sizclidones'a « The third fiscal package includes IDR110 tn (0.7 percent of GDP)
hu v ; e t ygd P '3 additional social assistance spending, including increasing benefits
s inoffapsl,t?ucrtza:emen » andnospital and coverage of existing social safety nets such as food aid and s s
9) 18 unemployment benefits, and electricity subsidies. 8 9) 9.5 The third fiscal package includes IDR 150 tn
Indonssia = - On March 31, 2020, the government .o = = (0.9 percent of GDP) financing for a national
announced a third larger fiscal venu ures: economic program, including to support credit
i . « Tax cuts for the tourism sector. q
package, including IDR75 tn (0.5 N . . guarantees for the private sector.
ercent of GDP) for health spending to « The second fiscal package of IDR33.2 tn includes income tax
Eoost it e e Sa abil?t exemptions to workers in the industrial sectors (with an income
vt thg S —— erzonal o ceiling) and support to businesses through delayed payments for
rotect'ge i . t t Hft income tax and acceleration in VAT refund from April to
A protective equipment, test kits, st & o
[a} ventilators, and the upgrade of 132 " . . . . " (=} Q
o 1.8 referral hospitals to handle COVID-19 - 1he third package also includes various tax reliefs and incentives, O o 0.9
R S P including exemption and reduction of income taxes (with an income &2 R
p : ceiling) and a reduction of the corporate income tax from 25
percent to 22 percent.
5 5 5
Q 180 Q 75 Q
Spending measures: Set-up a Health AP o + Small- and medium-scale enterprises (SMEs)
c c c
2 Emergency Fund to request additional Advalnce XL of "ab“!“es.', 2 could receive up to 25 bn pesos (0.1 percent of 2
. [a] 79 * Social pension and disability payments have been frontioaded by O 3.3 R [a]
Mexico %] resources from Congress, that could four months (7] GDP) in loans. %]
2 reach up to 180 bn pesos (0.7 percent P N t d VAT refund to b erated 2 « Development banks could provide liquidity 2
o of 2019 GDP). « Procurement processes an refunds are to be accelerated. o support of about 0.2 percent of GDP o
8 0.8 8 0.3 8
ES R E

I 431dVHI

JIINIANVd 6 F—dINOD FHL ONIHNA 3Td03d 1H40ddNS OL S3I3M0d



020z 14dy | pun4 Aiejauoly [euoneuIBiU|

ge

Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P - d P ! 213 other contingent liabilities
extra-budgetary funds
Spendi . Spending measures:
pencing measyres. . « Quarantined or self-isolating individuals to receive sick leave
c « Increased salaries for medical staff, N . c c
a 900 oA T P, s benefits from the Social Insurance Fund. S 570 a
9 Inspectors (staff of the Federyal Service Interest rate subsidies for SMEs. Q « Subsidized and guaranteed loans for SMEs, 9
forpS rveillance on Consumer Rights All children up to 3 years of age in families eligible for maternity retailers, and distributors.
Prot u‘. ! dH Wu Ibei 9 capital to receive an additional RUB 5,000 for 3 months; earlier
otectionlandlimanjeibeing announced expansion of child benefits to children aged 3-7 to start « Government loans to assist debt restructuring
« Bonus fund of RUB 11.8 bn for d e — ;
medical staff dealing with COVID-19 in June, rather than July. by regions (RUB 70 bn).
*  +Sick leave pay to equal at least the minimum wage until the end
« Over RUB 23 bn from the S e
oo S o— of 2020. * Recapitalization of leasing firms due to
s g " N « Cap on unemployment benefits raised to the minimum wage until s potential problems of their clients in the s
A a 12 for public procurement of coronavirus- a 73 9 a
Russia 1% Jated I the end of 2020. a transportation sector. 17
> ~The government allocated RUB 8.8 bn ReVenue measures: > >
to the?VIinistr of Defense to constr.uct « Social contributions on wages in excess of the minimum wage by « The Central Bank of Russia (CBR) has put in
16 infection h):)s itals for military staff. SMEs reduced from 30 to 15 percent, permanently. place, a new lending facility with a refinancing
pitas ry "~ + Tourism companies not to pay contributions to the tourist sector limit of 500 bn rubles, with a view to shoring up
* The government disbursed RUB 1.4 . .
a reserve fund. SME lending. Up to 150 bn rubles will be
bn from its reserve fund for R&D on X
diagnostics and prevention of COVID- Deferral of payments: allocated to support bank lending to SMEs to
o 19 9 p « Tax holiday until May 1 for SMEs and affected industries (tourism, o ensure the uninterrupted fulfillment of their o
o b L : o L . a
® 0.9 - The government allocated RUB 33.4 a\;latlon,:ports, art, .ctéltufre, glhr;leéma). ol ot o 0.6 obligation to pay wages to their staff. o
= ST 7t e sy el + 3-month grace periods for payments of social contributions. =
N . « Tax holiday for 6 months for all taxes (except VAT) for all SMEs in
Coronavirus beds and equipment. ] S
« Liquidity support provided by the National
5 IS Development Funds (NDF): SAR 22 bn (0.85 5
3} MY [3) 31 percent of GDP) distributed as follows: o
- . . - - (i) loan rescheduling/restructuring and different -
S:::r;::r;? (r;eDa'I:!(;catlon from lower priority areas (SAR 50 bn, 1.9 loan programs to SMEs: SAR13 bn (0.5
Spending measures: p ) percent of GDP).
5 « Budget reallocation within the Ministr Sl G FER Gl 5 (ii) support to employment programs in the 5
Saudi Arabia [a) 9 Y. SAR 48bn for deferred declaration & payment of taxes for 3 a 8.3 i pp . ploy prog (=)
%) of Health budget for emergency . " ! @« private sector: SAR 5 bn (0.2 percent of GDP). &
= " N months, waiver of customs duties (30 days to 3 months), waiver of 3 N i~ . X ) =
spending to fight COVID19. TS (7 D e €] Wl 6 munele s 6 (iii) social loans to families with low incomes:
TS (r ® month; SAR4 bn (0.15 percent of GDP).
o ) o « SAR 9 billion in wage benefits to employers o
8 8 12 who keep their workers (to be provided 8
= = through the unemployment insurance scheme,
SANED).
a Spending measures: Allocations from the Departments of Small a < South Africals extra-budgetary a
= Business Development and the Department of Tourism of R700 & Unempaliep et EEED (] mes s (RED o e
MY 3} 30 available to support unemployed workers. The O
9 million made available to assist small and medium enterprises that = il t Kers for | ﬁ £ |
are in distress including in tourism and hospitality sectors. ;nsolr:;y v;; t;l:;neprir:)ﬁhi\;:lz:ror?lrsar?ire:?res o
Revenue measures: Tax subsidy of up to R500 per month for the - ?in to stay profitable P
15 Revenue measures: Tax exemptions  next four months for those private sector employees earning below  § 99 " 9 n VP 1 - 15
N " N R X A Solidarity Fund, with an initial government
South Africa [a) for essential sanitary products during  R6,500 under the Employment Tax Incentive. [a] 1.7 et [a]
7] p s (%) transfer of R150 million. Most of the funds are @
=] the pandemic (e.g. hand sanitizers). Deferral of payments: o} CIEHEE 1o CEiD (i RS CerEers o
« Revenue authority (SARS) to accelerate reimbursements and tax . Ir?dustrial fundin ackz e aary .
credits, changing from twice yearly payments to monthly. financing for comg;nies igcluding those that
% « Firms with less than ZAR50 million turnover will be allowed to % g - h . ol
A 06 are critical in the fight against Covid-19 ®
o defer 20 percent of PAYE liabilities for four months and an O rovided by the Industrial Development
® unknown portion of corporate income tax payments for six months. e p oY P e
Corporation (IDC).
5 = Spending measures: 8 s 25
9 « Raising minimum pension and cash assistance to families in Q 9
need; direct support to Turkish Airlines and other affected entities;
- and income support to employees in workplaces that suspend - -
) activities (short-term work allowance). = . " ) « Doubling the size of the credit guarantee fund
Turkey 9) 11 8 Lending by public banks. 9) 3.8 from TL25 to TL50 bn.
> Deferral of payments: > >
A « Reduced/postponed taxes for affected industries (particularly & o
[=) tourism); and extension of personal and corporate income tax fiing O [=)
1.6 0.5
2 : deadlines. g 2 )
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Country /
Country group

Total size
nr

Above-the line measures

Spending and revenue measures
in the health sector

Spending and revenue measures
in sectors other than health

Total size
1213

Below the line measures

Equity injections, asset purchases, loans, debt
assumptions, quasi-fiscal operations, use of
extra-budgetary funds

Government guarantees and other contingent liabilities

Total size
213

Guarantees on loans and
other contingent liabilities

2.

tside the G20

Denmark

USD bn LC bn

% GDP

60

9.0

27

Part of the increased spending will
finance additional health care needs.

Spending measures:

« Temporary compensation scheme for companies’ fixed costs
between 100% and 25% depending on severity of impact.
Temporary compensation scheme for self-employed and
freelancers that are experiencing more than a 30% decrease in
turnover will be entitled to a 75% compensation (max 23,000 DKK
per month).

« Introduced a compensation scheme for cancelling or postponing
maijor business events owing to the pandemic.

« Temporary wage subsidies at levels between 75 and 90 percent
of workers' salary and reimbursement for sickness benefits.
Deferral of payments:

« Temporary postponement (4 months) of payment deadlines for
withholding tax (A-tax) and labor market contributions, and for
provisional tax paid by self-employed business (B-tax); one month
deferral of VAT for businesses. VAT for small firms is extended
from 6 months to 12 months in 2020, while the extension for
medium-sized enterprises is from 3 months to 6 months for the first
half of 2020.

USD bn LC bn

% GDP

USD bn LC bn

% GDP

65

9.7

3.0

« The government will guarantee 70 percent of
new loan value to large companies that can
demonstrate a fall in turnover over more than
30 percent; it guarantees 70 percent of new
bank loan values to SMEs that have operating
profits fallen by more than 30 percent.

« It provides a credit guarantee for
Scandinavian Airlines (SAS).

Finland

USD bn LC bn

% GDP

3.9

43

Spending measures (0.1 percent of
GDP): for healthcare and testing,
protection and medical equipment,
public safety and border controls, and
research on the coronavirus epidemic,
in particular to develop methods for
rapid diagnostics and vaccines and
timely decision-making.

« Finland contributes €5 million to
international efforts to develop a
vaccine.

Spending measures (1.1 percent of GDP): Increase in Business
Finland grant authorization for SMEs. Unemployment insurance is
expanded by €2.4 bn.

Revenue measures (0.4 percent of GDP): Reduce pension
contributions through the remainder of 2020 (€900 million).
Deferral of payments: Deferral of tax and pension payments for 3
months are expected to provide additional short-run relief of €4.5
bn.

USD bn LC bn

% GDP

el

0.4

The State Pension Fund will invest in
commercial paper (€1 bn).

USD bn LC bn

% GDP

4.7

Finland’s Export Credit Agency expands its
lending and guarantee capacity to SMEs by
€10 bn and the government will increase its
coverage of the agency’s credit and guarantee
losses from 50 to 80 percent. State guarantee
for Finnair (€ 0.6 bn).

The Netherlands

USD bn LC bn

% GDP

20

22

2

Spending measures (€10-20bn or more depending on take up):
« Compensation of up to 90 percent of labor costs for companies
expecting a reduction in revenues of 20 percent or more;
compensation for affected sectors (for example, hospitality
services and travel).

 Scaling up of the short-time working scheme (unemployment
benefit compensation available to companies needing to reduce
their staff by at least 20 percent).

« Income support for self-proprietorships and self-employed
(administered at municipal level) for a period of three months
through expedited procedures.

Deferral of payments (€35-45 bn): Companies can defer tax
payments without penalties, and calculate provisional taxes on the
basis of expected reduced activity levels.

USD bn LC bn

% GDP

USD bn LC bn

% GDP

n.a.

The loan guarantee program for SMEs
(especially those affected by the outbreak) is
expanded to cover up to 75 percent of total
loan, with maturity of 1 year or less.

Norway

USD bn LC bn

% GDP

7

26

Transfers to municipalities that have
large health expenses due to the
pandemic.

Spending measures:

« Expenditure measures include larger wage subsidies for
temporary lay-offs and more generous unemployment benefits;
expanded sickness benefits; grants for start-ups; subsidies for
domestic air routes.

« Grants to counties are increased to strengthen support for skills
upgrade and in-house training for companies affected by the virus
outbreak.

Revenue measures:

« The reduced VAT rate is temporarily cut from 12 to 8 percent
(from April 1st to 30th October 2020).

« Aviation taxes on air passengers are suspended from January
2020 to October 2020; aviation charges until 31 June 2020.

« Corporate income tax regulations are amended so that
companies can re-allocate their current losses towards previous
years’ taxed profits, thus lowering their tax liabilities. Owners of
lossmaking companies can postpone payments of wealth tax in
2020.

« Temporary cut of employers’ social insurance contributions.
Deferral of payments: for various taxes.

USD bn LC bn

% GDP

50

53

The reinstatement of a government fund that
buys bonds issued by Norwegian companies to
increase liquidity and access to capital in the
Norwegian bond market, with a ceiling of NOK
50 bn.

USD bn LC bn

% GDP

50

53

Establish a government guarantee scheme for
bank loans to SMEs, with a ceiling of NOK 50
bn.
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Country /

Country group

Total size
nr

Above-the line measures

Spending and revenue measures
in the health sector

Spending and revenue measures
in sectors other than health

Total size
1213

Below the line measures

Equity injections, asset purchases, loans, debt
assumptions, quasi-fiscal operations, use of
extra-budgetary funds

Government guarantees and other contingent liabilities

Total size
213

Guarantees on loans and
other contingent liabilities

Singapore

USD bn LC bn

% GDP

34

7.0

Measures to contain the outbreak,
provided mainly to the Ministry of
Health.

Spending measures.

- The Care and Support Package provides support to households
(S$1.6 bn), including through a cash payout and an additional
goods and services tax (GST) voucher.

- The Stabilization and Support Package provides support to
businesses (S$4.0 bn), including wage subsidies as well as
additional support for industries directly affected and self-employed
persons.

Revenue measures: Corporate income tax rebate and property
tax rebates; carry-back provisions for qualifying deductions and
faster write-downs for qualifying investments.

USD bn LC bn

% GDP

20

14

41

Setting aside loan capital of S$20 bn.

USD bn LC bn

% GDP

Sweden

USD bn LC bn

% GDP

103

22

Spending measures:

« Additional expenditures on wage subsidies for short-term leave,
increase in transfers to relevant agencies to deal with the
coronavirus outbreak.

« Temporary payment of sick leave, extra funding to the cultural
sector and sports sector, rent subsidies to certain sectors, more
generous unemployment benefits, expanded active labor market
policies, more funding for education and training, increased testing
for COVID-19 and grants to municipalities and regions.

« The government has contributed SEK 40 million to the WHO's
Contingency Fund for Emergencies.

Revenue measures: Temporary reduction in employers' social
security contributions.

Deferral of payments: Companies can defer a maximum of three
months on social contribution fees, VAT, and payroll taxes for a
period of up to 12 months.

USD bn LC bn

% GDP

USD bn LC bn

% GDP

235

25

5.0

Credit guarantees for Swedish airlines; and
expansion of the Swedish Export Credit
Agency’s credit guarantee framework and the
programs under the Swedish Export Credit
Corporation, loan guarantees for SMEs, and
expansion of the National Board of Health and
Welfare's credit framework.

tside the G20

emerging market

Albania

uUsSDbn LCbn

% GDP

12.0

0.1

0.7

Additional funding for health sector in
the amount of Lk 3.5 bn, including
some allocation to the Reserve Fund.

Spending measures Lk 6.5bn:

« Support of small businesses/self-employed that are forced to
close activities due to the pandemic (a minimum wage of Lk26,000
per month), and people in family businesses (with declared but
unpaid family members in the payroll, for up to two minimum
wages). These measures will last up to 3 months from April.

« Reprioritize Lk 2bn of defense spending toward humanitarian
relief for the most vulnerable.

Deferral of payments. Small businesses (those below an annual
turnover threshold) can defer payments of the profit tax
installments in the second half of the year.

USDbn LCbn

% GDP

uUsDbn LCbn

% GDP

0.1

0.7

Lk11bn (0.6 percent of GDP) Government has
offered a sovereign guarantee for large
businesses to tap overdraft or credit lines in
the banking sector to pay worker salaries
(Details of the scheme have yet to be
finalized).

Bulgaria

% GDP USD bn LCbn

 Additional remunerations in the
ministries of health, interior and
defense (0.5 bn).

- Enhanced use of EU funds for
expansion of social patronage services
for the elderly and disabled people and
purchase of medical supplies and
equipment.

Spending measures (BGN 1.4 bn): Measures to cover 60 percent
of the wages for employees in affected sectors that would have
been otherwise laid off.

Deferral of payments (BGN 0.6 bn). Deferral of corporate taxes
until June 30.

% GDP USD bn LC bn

0.7

0.4

0.6

- BGN 0.5 bn to the Bulgarian Development
Bank for guarantees before the commercial
banks to extend loans to firms.

- BGN 0.2 bn to the development bank for
interest-free loans to employees in non-paid
leave up to BGN 1500.

% GDP USD bn LCbn

Chile

USD bn LC bn

% GDP

3,750

46

Spending measures (1,000 bn or 0.7
percent of GDP): Financing of
additional healthcare equipment,

Spending measures (0.1 percent of GDP): Includes additional
fiscal support and cash transfers for most vulnerable.

Revenue measures (1.1 percent of GDP): Suspension of monthly
provisional payments of corporate income tax for the next 3
months (allow liquidity of up to US $ 2.4 bn); reduction of the
Stamp and Seals tax.

instruments, laboratories, contracting of Deferral of payments and advanced pay of liabilities (1.8

emergency personnel and extension of
working hours, etc.

percent of GDP): postponement of VAT payment for the next 3
months for all companies with sales below 350,000, and allow
monthly instalments at zero real interest rates (a liquidity of 1.5 bn).
Early tax refunds of SMEs, postponement of tax payment until July
2020.

USD bn LC bn

% GDP

1,950

24

Liquidity provision to SMEs and households,
including through the state-owned Banco del
Estado (0.2 percent of GDP). A state injection
to the unemployment insurance system (0.8
percent of GDP).

USD bn LC bn

% GDP
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Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group ni2 in the health sector in sectors other than health 1213 P - d P ! 1213 other contingent liabilities
extra-budgetary funds
= Spending measures. - =
8 n.a. « Faster direct contracting for services associated with the 8 320 8
g} - g}
SrrT;LeJ;gsency response and expanded transfers for vulnerable o BeEti: (Cal Bl e Bt
s Health sector budgetary support from e Expanded transfers for vulnerable groups (Including accelerated s [ a.spemal D EEEiier Ger A bR s
. . . for the tourism and transport sectors
Colombia 8 central government and a reduction of VAT reimbursements). % 0.1 - Access 1o oil stabilization and pension funds (%
> tariffs for strategic health imports. o Created a National Emergency Mitigation Fund (FOME, worth 5 ) 5 O O P =
around 1.5 percent of GDP), partially funded from regional and « Capitalization of the .National Guarantee Fund
o stabilization funds. o o
o a to leverage loans to SMEs (COP 70 bn a
o Deferral of payments: Delayed tax collection for the tourism and o 0.0 9 ( ) [0
R air transportation sectors. X R
Spending measures:
- Industrial companies have received subsidies on lower energy
=3 n < =
S 100 costs and subsidy pay-out for exporters. S S
9 - Pensions have been increased by 14 percent; subsidy pay-out for S 9
exporters has been stepped up. EGP 50 bn has been announced - Stock-purchase by the central bank (EGP
for the tourism sector support. Targeted EGP 50 million support for 20bn).
Ty irregular workers in most severely hit sectors. Around 80-100k - Funds for tourism sector bailouts of EGP 50
9 °nt p N g families will be added to Takaful and Karama benefit programs at a bn announced. Various loan subsidies to
necessary medical supplies and -~ N 3 . L
. . cost of about EGP 800 million. tourism, industry, agriculture and housing: The
- disburses bonus for medical staff - P -
5 L " § IS preferential interest rate on loans to SMEs, 5
working in quarantine hospitals and H . . .
Egypt [a) 6.1 Revenue measures. a industry, tourism, agriculture and housing for [a)
@D labs (EGP 3.8 bn). . . . . @a X . o @D
=) A . - Temporary real estate tax relief has been provided for industrial = low-income and middle-class families has S
- State-paid healthcare workers will y . :
. and tourism sectors; the moratorium on the tax law on agricultural been reduced from 10 percent to 8 percent.
receive a 75 percent allowance on top ) . e o
0 land has been extended for 2 years; a 6-month grace period for - A new debt relief initiative for individuals at
of their wages. . . . . N
SMEs to pay insurance premiums. risk of default was announced, that will waive
- The stamp duty on transactions and tax on dividends have been marginal interest on debt under EGP 1 million
reduced for equity investors and capital gains tax has been if customers make a 50 percent payment.
o . i o o
a postponed until January 2022 and foreign investors are a [=)
<-2 1.8 permanently exempt. Investors will now pay a withholding tax of 5 (D° <-2
X A H A X X
percent on dividend payouts from listed companies, down from 10
percent previously.
The size of fiscal support is preliminary staff estimates and only
c i il i < =
S5 part of the spending will be reflected in general government S s
S 1,400 budget. S 1900 S
Spending measures: Cash payments to the unemployed ($95 per
month per person) and support employment under an Subsidized lending will be provided under the
15 Medical staff together with policy and ~ “Employment Roadmap” program. Other targeted support to = state program (“Economy of Simple Things”, 15
Kazakhstan [a) 3.2 other specialists will receive a bonus of sectors hard-hit during the state of emergency. a 4.3 KZT 1 tn), along with actions to help smalland A
‘3 one-month salary. Revenue measures: Measures include tax breaks for large trade % medium-sized enterprises (SMEs) finance their ‘3
centers, cinemas, which are closed during to COVID-19; tax working capital (KZT 600 bn).
o exemptions for individual entrepreneurs and SMEs; and % %
8 21 postponement of tax reporting from Q2 to Q3. VAT exemptionson @ 29 [C]
< . food and socially important goods and services (such as lower k] : k]
° utility rate). B B
c c c
= 11 Spending measures: The government will also introduce a Wage 2 29 =
3 Support Scheme to limit the socio-economic impact by providing 3 The State Investment Corporation will raise Rs 8
financial support to employees who would become unemployed on 2.7 bn (0.5 percent of GDP) to make equity
Ve S § Increase general public health a temporary basis. s investments in troubled firms. The s
2 0.0 spending (0.2 bn). a 0.1 Development bank will give Rs 0.2 bn (0.04 2
= Revenue measures: A range of small tax reduction, such as =) percent of GDP) in credit for firms short on =
o cutting a 1% levy on the tourism sector to 0.5% and reducing port o cash. o
o a o
[} 0.2 taxes. [0} 0.6 o
X R X
5 @ Spending measures (58 bn or 2.6 percent of GDP): Wage 8 5 o
9 subsidies for employees of affected businesses up to 40 percent of QO 9
(8 bnor 0'3. percent of GpP) Allocate to average_wages: care allpwance for chlldrennownlnlg to s_chool Tive (Relfeln Bl R Erp (i
support patient care, co-finance closures; monthly benefit for self-employed individuals; . N
= . e o f includes the main state-owned development
Poland 15 healthcare infrastructure establishing a public infrastructure investment fund. IS 15 . e X
. - bank BGK) will provide financing and
[a) 17 improvements, and telemedicine and a [a) 17 :
7] P . (%} 2] guarantees for firms (68 bn).
=) digitalization. Deferral of payments: Taxpayers can apply for deferral, payment 5 =)
L in installments, or cancellation of tax payments/social security & L
o contributions. Deduction of 2020 tax losses for 2021 tax settlement. O o
[0) 3.0 [} o 3.0
X R X
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Above-the line measures

Below the line measures Government guarantees and other contingent liabilities

Equity injections, asset purchases, loans, debt

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P - d P ! 213 other contingent liabilities
extra-budgetary funds
- Spending measures (TND 1.15bn): Monthly cash transfers for low -
3 21 income households, disabled, and homeless people up to three 8 11 3 05
= months; temporary support for unemployed and self-employed; = =
strategic stock of basic food items.
< - . < Establishing a financing line for SMEs; some < Allow the State to guarantee new credits for
o Qo o
[a) 0.7 agdiionalibaltiispendinol(IAl 03 Revenue measures (total TND 0.23 bn): Accelerating VAT refunds 0.3 extra-budgetary funds on public donation to the Ao 0.2 management, operation and maintenance
7] bn) and create a fund for the acquisition . N " ) %) . N 7] ) . iy
= 5 0 0 T and reimbursement; rescheduling tax arrears for up to 7 years; 3 health sector, investment fund to finance 35 provided by the banking system until
Tunisia of equipment for public hospitals; . . ) . 3 ) A
. . " suspension of penalties for delayed tax return for three months; private companies to preserve jobs, and a December 31, 2020 reimbursable over seven
waiver of VAT for business selling . 3 . o ) . . M
e allow companies to revalue their assets based on real value, while bridging fund for repurchase of shares in years, including a two-year grace period in
medicines (TND 0.03 bn). X ; L q q
o exempting the goodwill. Other tax measures to limit layoffs and a investment funds. o sectors such as tourism, transport, culture, etc.
8 18 protect the most vulnerable people especially in the informal 8 0.9 8 04
= sector. = <
Deferral of payments: Postponement of CIT payments, other
taxes and social contributions until end-May.
c Spending measures: Federal government has introduced support c
8 27 measures for the private sector by reducing various government 8 8
— fees and accelerating existing infrastructure projects. Abu Dhabi: — =
- Additional disinfection procedures AED 9 bn ($2.5 bn) announced by the government as part of the o The Abu Dhabi government announced -
= carried out in health, education and ongoing “Ghadan-21" fiscal stimulus program; provide additional = provision of loans to SMEs. State-owned ) - . o
A [a) 7.2 5 . 5 q o0 b & 5 s [a} q 8 [a) Abu Dhabi: Credit guarantees and liquidity
United Arab %] a other public facilities. Active screening water and electricity subsidies. Dubai: provide additional waterand @ enterprises and banks support the private D A .
. =] N " : . o =) . ) =] support to small- and medium-sized
Emirates and testing, continuous surveillance electricity subsidies. sector through loan restructuring, lowering o -,
and rapid response team to deal with  Revenue measures: Abu Dhabi: announced a reduction or lease payments (by real estate companies), P .
o suspected cases. suspension of various government fees and penalties, as wellasa halting evictions etc. o
3 21 rebate on commercial lease payments in the tourism and ) 3
= hospitality sectors. Dubai: reduce government fees and simplify N =
business procedures.
low i ping countries
c c c
8 54 An additional Taka 2.5 bn was allocated Spending measures: S 50 8
= to the Health Services Division, Ministry e Expansion of existing transfer programs for vulnerable = =
of Health & Family Welfare for households, as well as support to exporting industries. Increased
c i 5 c c
s pandemic preparedness and response allocation has been made to the Open Market Sale (OMS) program  § s
Bangladesh 8 0.6 plan. The National Board of Revenue  to ensure adequate food supply for lower-income class a 0.6 I.PE gg\:;r;ment plapredilexepdieiioans (%
B has suspended temporarily duties and households, particularly those dependent on daily wages. % . B
taxes on imports of medical supplies, e The government has announced to provide support to different
% including protective equipment and test export-oriented industries employing in excess of 4 million workers % %
o 0.2 kits. and directed to wage and allowance support. o 0.2 [0
B B B
5 5 5
%) 6 Spending measures: Temporary and targeted fiscal measures %) 1)
prt Ao A s . . pur =i
- LB b D TEEREs et tak_en by the authqntles include: _fmancmg of a public program to - -
s supplies ard enablinglof temporary deliver food supplies to the poor; temporary unemployment s s
Honduras [a) 0.2 " S L " benefits for workers in the formal sector during the national curfew, [a)
[} medical facilities, hiring of additional N N n €D
= P —— with estimated cost of L2 bn. 3 =
o P Deferral of payments: Deferrals on tax and social contribution o o
8 0.9 payments, especially favoring SMEs. 8 8
X R X
c c c
8 Spending measures: A fiscal stimulus package to provide relief 8 8
S ) - g f 9 S
A total of N7.5 bn was allocated for for ltaxpayers and |nqent|\{|ze employers to retain and relcrult staff
na. . N . during the downturn is being designed, and an automatic fuel price
- health sector, including contingency . - A
s PR formula introduced to ensure fuel subsidies are eliminated. The s s
- funds released to Nigeria’s Center for N N N
Nigeria [a) . ¥ . government is reviewing its 2020 budget and, given the expected [a} [a}
@0 Disease Control for more testing kits . @« 7]
= N . large fall in oil revenues, announced plans to cut/delay non- = =
and opening more centers and train y . N
N essential capital spending by N1.5 tn (close to 1 percent of GDP).
medical personnel. ) " N y
o Revenue measures: Import duty waivers for pharmaceutical firms o o
o N N o o
o will be introduced. 0] o
X N =
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Above-the line measures

Below the line measures

Equity injections, asset purchases, loans, debt

Government guarantees and other contingent liabilities

Country / Total size Spending and revenue measures Spending and revenue measures Total size assumptions, quasi-fiscal operations, use of Total size Guarantees on loans and
Country group nr in the health sector in sectors other than health 1213 P - d P ! 213 other contingent liabilities
extra-budgetary funds
c Spending measures: Additional allocation of 121 bn (0.83% of < c
o 761 GDP) on social safety net programs to include: urgent food aid, a o
3 cash transfers to vulnerable households, and subsidies to help 3 3
A strategic plan to fight against COVID- most vulnerable to help pay utility bills (water, electricity). In
19 is being implemented to i) enhance addition, an amount of 100 bn (0.69% of GDP) will be allocated to
= testing and treatment capacity, ii) other economic support measures, such as direct support to = =
) strengthen preventive measures, and  heavily hit sectors, and 252 bn (1.74% of GDP) for repayment of 2 2
Senegal [a) 1.3 e . - . N [a) [a}
7] iii) intensify communication. The outstanding arrears to the private sector. %] ]
= authorities' action plan includes Revenue measures: The government intends to adopt tax = =
measures in the health sector of 73 bn  measures, providing some general tax relief, with partial
(0.50% of GDP). forgiveness of outstanding taxes (200 bn, 1.4% of GDP), and
% targeted support to the most affected sectors (hotels, restaurants, % %
© 5.2 transport and culture), including VAT suspension (15 bn, 0.1% of © ©
e GDP). e e
Spending measures: Planned cash transfers of about VND 36 tn
c (0.6 percent of GDP) to vulnerable households, including the poor, c c
Q 97.700 recipients of social protection program, workers who temporarily Q Q
3 ! stopped working or have been on unpaid leave, unemployed 8 3
workers without unemployment insurance, and self-employed
workers. An additional VND 61.7 tn for public investment
Exemption of import tariff for medical (e e 20iK)) Uneky con_ﬁderatloq. .
y y Revenue measures: Lower business registration fee (one year
material. Suspension of VAT for N . 5 5 A
= d 5 . exemption of business registration tax for newly established - =
s lomestically produced medical " e N N . " s s
" o . household business; first 3-year exemption of business registration
Vietnam [a) 4.2 material; treatment costs of Covid-19 . " N " a [a)
D e . A tax for SMEs); streamline tax and custom audit and inspection at n 7]
= positive patients are covered by either A " N . = =)
. firms; continued exemption of agricultural land use tax for
Health Insurance Fund (under Vietnam . . X )
X X households and farmers; corporate income tax relief for SMEs; and
Social Security) or by the state budget. " N )
preferential tariffs on key items.
Deferral of payments: Include VND 180 tn (3 percent of GDP) tax
and land rental payment deferrals (for 5 months) to support
% affected entities; affected firms are allowed to defer their % %
© 12 contribution (up to 12 months) to the pension fund with no interest & ©
X B B

penalty for late payment (additional 9.6 tn VND or 0.2 percent of
GDP out of the extra budgetary funds, and not state budget).

Sources: National authorities and IMF staff estimates.

Note: 'mn', 'bn', and 'tn' refer to million, billion, and trillion respectively, 'LC bn' refers to local currency billion and 'n.a.' are not available. Numbers in U.S. dollar and percent of GDP are based on April 2020 World Economic Outlook projections for 2020 unless otherwise stated.

1/ Excludes deferral of payments (such as taxes or social security contributions) to the government and advance pay of liabilities (such as pensions or other benefits) by the government to the extent possible and depending on the availability of information.

2/ Excludes state government measures in federations.

3/ Some estimates do not have a breakdown between loans and loan guarantees.
4/ The December 2019 stimulus package was subsumed in the new April 2020 fiscal package in response to the pandemic.

5/ For Argentina, USD numbers refer to end-March 2020 exchange rate.
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