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DICE DATA ANALYSIS

Lucas Perasolo, Daria Schaller, Tanja Stitteneder and Madhinee Valeyatheepillay*

Covid-19: Economic Policy
Interventions Across Continents

The coronavirus (Covid-19) rapidly evolved into a
worldwide pandemic and spread to 216 countries.
Within a few weeks, coronavirus cases nearly tripled
from over 9 million in June to almost 24 million cases
at the end of August (World Health Organization 2020).
This pandemic represents a new, unprecedented sit-
uation for all countries and poses new challenges
both for social life as well as the world economy. As
shown by a study conducted by Oxford University,
not only the time course of the infections varies sig-
nificantly from country to country, but there is also
a huge variation in government responses in dealing
with the challenge of curbing the virus in relation to
social distancing measures implemented by individual
countries (Hale 2020).

The research was conducted for eight countries
located on six continents; all countries were care-
fully selected based on their economic relevance,
approach to policy intervention as well as their
varying degree of the evolution of the virus as shown
in Figure 1. The list of countries comprises Austra-
lia; Brazil—which is experiencing the fastest spread-
ing rates of coronavirus and high death tolls; China
for being the first country affected; Germany, which
has been prone to implementing early intervention
measures; Italy, which is viewed as one of the world’s
worst hotspots; South Africa; Sweden, due to its
approach which is different from other countries;
and the United States, which leads in terms of ab-
solute number of cases. This article describes the
various economic measures that these countries
are applying to help their economies overcome the
recession.’

RESEARCH DESIGN

At present, there are intensively researched and
well-documented overviews that collect information
on how countries have responded to the unprece-
dented challenge of the coronavirus crisis—the OECD
Policy Tracker in particular provides very detailed and
regularly updated policy information across coun-

*

ifo Institute.

1 The list of measures described in this article, as well as the list of
countries, are not exhaustive. The measures were collected as of
June 2020 and may be subject to change. Furthermore, the authors
cannot guarantee whether the measures mapped out have already
been successfully implemented. The information provided in this
report is at a descriptive level and the information was mainly col-
lected from two main resources, namely, the “Government Response
- Global Landscape” (KPMG 2020), and the “Policies Responses to
COVID-19” (International Monetary Fund 2020).

ABSTRACT

Coronavirus has changed the way we live and work in many
ways and has presented hurdles for businesses and individ-
uals. Countries around the world have taken action to help
their economies overcome the crisis and have applied vari-
ous measures to stimulate the economy by supporting busi-
nesses and individuals. Although the approaches are similar,
many measures differ in their precise design and their im-
plementation. This article presents some recent fiscal policy
measures in terms of public spending, taxes, and other fi-
nancial support in eight countries, including Australia, Bra-
zil, China, Germany, Italy, South Africa, Sweden and the US.

tries and continents (OECD 2020). As the coronavi-
rus spread around the world, we also tried to gather
information on how countries react economically to
the crisis. While these results are less comprehensive,
they complement the OECD collection by categoriz-
ing some of the measures slightly differently. In the
following section, policy activities are grouped ac-
cording to the following types of measures:

1. Measures related to government spending, taxes
and employment (see Table 1).

2. Measures related to financial assistance (not in-
volving taxes) and interest rates to some extent
(see Table 2).

Figurel
Evolution of Corona Cases in Selected Countries in 2020
14-day notification rate of new Covid-19 cases per 100,000 inhabitants
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Note: Not all dates available for South Africa.

Source: European Centre for Disease Prevention and Control (2020). © ifo Institute
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ECONOMIC MEASURES RELATED TO COVID-19 IN
SELECTED COUNTRIES

The following sections present economic measures
that the investigated countries have taken to stimu-
late the economy, along with direct government inter-
vention measures shown in Table 1 and other financial
support measures displayed in Table 2.2

Direct Intervention Measures Implemented by the
Government That Are Related to Public Spending,
Taxes and Employment

In order to smooth fluctuations and stabilize the econ-
omy during or outside crises such as Covid-19, gov-
ernments use fiscal policy to adjust public spending.
In addition, tax increases and reductions can influ-
ence the investment behavior of companies and the
consumption behavior of citizens. Tax changes affect
citizens directly and are implemented from a political
point of view, a more far-reaching measure. During
the current economic downturn triggered by Covid-19,
all observed countries have taken measures related
to taxes and government spending. Table 1 presents
some key measures at the company and individual
level as they relate to tax postponement, tax relief,
subsidies and employment.

I. Tax Postponement

In all examined countries, tax postponement for com-
panies in one form or another are an integral part of
the action plan to combat the negative consequences
of the lockdown. Germany, Italy, Sweden, and South
Africa allow the deferral of several taxes over a longer
period. The US, China, Australia, and Brazil offer such
facilitations as well, but to a lesser extent.

Germany allows the deferral of income tax, corpo-
rate tax and the VAT until the end of the year without
interest. In Italy, social security and welfare contri-
butions can be deferred in addition to withholding
tax and VAT. This is similar to the measures taken
in Sweden, where companies can delay their social
contributions, the VAT, payroll taxes, and small me-
dium enterprises (SMEs) can defer all of their taxes.
South Africa’s “pay-as-you-earn” approach enables
companies to defer 35 percent of tax payments. In
the United States, the federal income tax can be de-
ferred. In China, the possibility of deferring corporate
income tax is concentrated on small enterprises and
self-employed individuals. The Australian “pay-as-
you-go” system allows companies to defer income
tax, whereas in Brazil, companies can postpone social
contributions.

These measures vary in their extent and duration.
Germany, for example, offers a comprehensive pack-

2 For a more extensive collection of economic policy responses, see
also OECD (2020).
3 See, for example, https://ourworldindata.org/taxation.
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age of tax measures for companies where payments
can be postponed until the end of the year. The US,
China, Australia, and Brazil have fewer measures, and
some of them are only offered for a shorter period.

In addition to corporate measures, some coun-
tries, such as Italy and South Africa, have introduced
measures for individuals. For example, the Disaster
Management Relief in South Africa allows individuals
to defer taxes for debt and interest and other financial
payments until the end of September.

Il. Tax Relief

In contrast to tax postponements, other taxes have
been reduced or completely waived. Such measures
were introduced in all countries but Sweden at the
time this research was conducted.* The countries se-
lected in this overview can be divided into a group
with rather generous measures, such as South Africa,
Germany and, Australia; and a group of countries with
more restrained measures, such as the US and Italy.
For China, no commitments relating to tax relief could
be identified. In Germany, the number of advance
payments on income tax, corporation and business
tax have been adjusted. Australia waived the payroll
tax for hospitality tourism, the seafood industry and
small businesses until the end of the financial year.
In addition, the depreciation rules for tax write-offs
have been considerably extended in Australia. In Italy,
the formal audits of tax returns have been suspended
and a 60 percent tax credit on commercial rents has
been introduced, while companies can retain payroll
taxes in the amount of creditable sick pay in the US.
South Africa assists employers with a tax reduction
of 80 percent in the employee tax.

Also, the measures for providing relief to indi-
viduals vary by country. In Germany, prepayments
and payments based on the calculated income loss
are compensated and the VAT has been reduced. In
Italy, the withholding tax on revenues and fees was
reduced. In the US, tax returns are now automati-
cally filed. Australia grants tax-free withdrawals from
pension funds, including one-off incentive payments
through the social security system. China grants in-
come tax exemptions in special cases, such as do-
nations, medical institutions working on Covid-19
prevention, and on social security contributions. In
Brazil, the deadline for tax declarations has been
extended.

Ill. Subsidies and Transfers

In addition to postponing or completely exempting
certain taxes, some countries have committed them-
selves to supporting companies and individuals in

* However, according to the OECD (2020), 100 percent of the taxa-
ble profit of sole proprietors and partners in Swedish partnerships
can be allocated to the tax reserve up to SEK 1 million for the year
2019, which can then be offset against possible future losses.



need financially. In South Africa, for example, eligi-
ble employees receive a tax allowance. Germany has
a similar measure, but it applies only to the income
tax of single parents, while Brazil provides temporary
income support for vulnerable households. Sweden
provides additional expenditure on wage subsidies,
and China accelerated the payment of the unemploy-
ment insurance to natives as well as migrant workers.
Australia grants a one-off subsidy to small businesses,
while Brazil compensates workers who have been fur-
loughed and provides tax breaks and credit lines to
companies to help them save jobs.

Furthermore, many countries have agreed on
employment-related measures, which are usually
direct measures to support employers and em-
ployees. In Germany, for example, the government
compensates 70 to 80 percent of salary losses of
childless workers, and 77 to 87 percent of workers
with children under the short-time working scheme
(Kurzarbeit) if the working hours have been reduced
by at least 50 percent (see e.g., OECD 2020). This sys-
tem was already in place before the pandemic and
was largely adopted throughout the country during
the coronavirus crisis.

Overall, governments use similar types of meas-
ures to stimulate their economy. Nevertheless, the
design of such measures varies greatly from country
to country. One possible reason could be differences
in present institutional and economic characteristics.
On the other hand, other variables related to trade
and politics certainly play a role. For example, Ger-
many as an export nation (GTAI 2020a) faces different
challenges in this recession than do countries that
tend to be more reliant on imports, such as South
Africa (GTAI 2020b).

Other Measures Relating to Financial Assistance
(without Taxes) and Interest Rates

Economic activities around the world have been
stalled due to the severity of the coronavirus and
lockdown measures were implemented in several
countries, leading to closures of several businesses
over an extended period of time. This has led to
higher unemployment rates, a drop in business
sentiment and a contraction in GDP, plunging coun-
tries into deep recessions. In this case, money sup-
ply can play a major role in maintaining economic
stability. In an attempt to ensure price stability,
policymakers resort to financial and monetary
measures controlling inflation, unemployment and
exchange rates. In terms of monetary policy, several
regulatory and interest rate-based interventions are
applied to facilitate lending and borrowing money,
some of them shown in Table 2. The measures pre-
sented in the table are divided into various cate-
gories, namely, loan schemes, funds and guaran-
tees, investment incentives and transfers, and other
measures.

DICE DATA ANALYSIS

I. Loans, Funds and Debt Relief

This subsection includes loan schemes and repayment
deferral, lending facility, increased funding limits and
credit extension given to businesses by banks. Institu-
tions provide easier access to loans, often at reduced
interest rates and fewer bureaucratic hurdles, or defer
the repayment of existing loans due to the coronavi-
rus. SMEs are particularly affected in the wake of the
coronavirus in terms of their business survival and li-
quidity positions, because SMEs generally represent a
large proportion of firms contributing to the economy
in many countries and are less resilient to shocks.

Some countries have provided assistance in terms
of loans at reduced interest rates to be repaid on a
longer-term basis and have facilitated access to as-
sistance loans for companies provided, for example,
by the state-owned Bank Group, KfW Bankengruppe,
together with the government in Germany. In addi-
tion, some countries, such as Italy and China, have
extended funding limits for its banking system to back
up subsidized loans to SMEs and other businesses.
Further support for SMEs include loan payment defer-
ment. In China, the funding-for-lending scheme was in-
troduced to finance 40 percent of local banks’ new un-
secured loans. The Swedish Central Government Loan
Program guarantees a 70 percent stake participation
in any new bank loan provided to companies and has
extended credit to export-oriented companies. South
Africa also had a Covid-19 Guaranteed Loan Scheme,
covering up to three months of SME expenses and
the Small, Medium, and Micro-business South African
Fund will enable soft loans at an interest rate of less
than five percent.

Brazil is using its Fundo de Amparo ao Trabalhador,
the worker’s support fund, to provide credit for micro
and small enterprises. Furthermore, an agreement
among the five biggest Brazilian banks means that
all five banks are considering extending debt matur-
ing liabilities for SMEs. In China, credit lines of micro-
and small enterprises have been extended. Important
lending programs in the US were the SBA Economic
Injury Disaster Loans, which focus on lending to busi-
nesses harmed by Covid-19 without repayment, and
the SBA Express Bridge Loan, enabling businesses with
fast turnaround to get up to USD 25,000 in loans. In
the US, the Small Business Association incentivized
companies by paying six months of their associated
fees and microloans disbursed before 27 September
2020. As part of debt relief, countries have also de-
ferred loans and promoted lending facilities. This is
the case in South Africa, where a Debt Relief Fund was
created in order to provide debt relief on existing lia-
bilities of eligible SMEs.

Il. Other Monetary and Financial Measures

Investments have declined systematically during the
coronavirus pandemic, creating supply disruptions

CESifo Forum 3/2020 September Volume21
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and demand contractions. Several other measures
have been employed to stimulate financial activities,
including monetary and financial measures by the
central banks.

In China, more bonds were issued as additional
support for corporations. In Australia, capital require-
ments were relaxed temporarily, as well as three-year
government bond yield. Additionally, liquidity was in-
creased by injecting capital into the financial system
in Brazil. In the US, the Term Asset-Backed Securities
Loan Facility supports credit flow to consumers and
businesses. Another facility in the US is the Primary
Market Corporate Credit Facility, which provides four
years of bridge financing to companies. The Secondary
Market Corporate Credit Facility focuses on providing
liquidity for outstanding corporate bonds. The Money
Market Mutual Fund Liquidity Facility secured loans
given to qualified financial institutions with high-qual-
ity assets from money market mutual funds.

Some countries implemented interest rate meas-
ures that aimed to facilitate financial activity. Low-in-
terest rates ease borrowing for individuals and com-
panies and support spending and investment. The
European Central Bank has not changed the key in-
terest rate since September 2019 and thus not directly
influenced European countries, such as Germany and
Italy. In contrast, central banks in countries outside
the European Union have lowered their policy rate.
The central bank in Brazil cut its policy rate by a
quarter point to an all-time low. The Fed reduced its
policy rate from 1.75 percent to 0.25 percent within
five months. Also, South Africa had its interest rates
largely reduced from 6.25 percent to 3.75 percent
within the first five months of the crisis (see Table 2).

SUMMARY

Amid Covid-19, a series of measures were taken to
control the economic impact caused by the spread of
the pandemic worldwide. This report describes some
key policy measures implemented by various coun-
tries around the world.

In summary, one can say:

a) Tax postponements for companies were largely
granted in all investigated countries, whereas
at the time of the investigation only Italy and
South Africa offered this type of assistance to
individuals.

DICE DATA ANALYSIS

b) In several countries, measures for full or partial
tax relief were found for both companies and
individuals.

c) All countries concerned provided subsidies and
transfers to both companies and individuals.

d) All countries facilitated lending, deferral of loans
and took action to implement regulatory easing
for companies, and SMEs in particular.

e) The key interest rate was adjusted in countries
outside the European Union.

The scope of this report is limited in the following
respect: (i) the list of financial measures for the eight
concerned countries is not exhaustive: measures other
than those mentioned may have been considered and
implemented, (ii) if and to what extent some of these
measures have been implemented is still to be seen in
the coming months, and (iii) other policy areas, such
as trade and exchange-rate policies, are not discussed
in great detail. Nevertheless, this article is an attempt
to show how these eight countries have responded
with different economic measures to combat the neg-
ative consequences of the Covid-19 crisis.
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