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Motivation

• Corona crisis and containment measures resulted in unpresented 
slump in economic activity

• Austrian government reacted with very expansionary fiscal 
policies to protect employment (short-time schemes), income, 
and capital formation

• Ministry of finance commissioned a study to assess ex ante the 
macroeconomic effects
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Stimulus packages



Stimulus packages
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Fiscal policy measures – summary
• Austrian stimulus package is one of the largest multi-year fiscal package in 

Europe: 49.6 billion euro (12.6 percent of 2019 GDP)

• Support to the health care system, short-term work arrangement, liquidity 
support for firms (fixed cost subsidy, loss compensation), public loan guarantees

• Investment: investment premium (7% or 14%), degressive depreciation for 
investment

• Deferral of personal and corporate income taxes, social security contributions 
(3 months), and VAT payments, as well as VAT reduction in some categories.

• Reduction of the lowest income tax rate from 25 to 20 percent, planned for 
2021, was brought forward to January 2020.

• In 2021, several emergency support measures have been extended in light of
renewed lockdowns.

Stimulus packages

Source: IMF: https://www.imf.org/en/Topics/imf-and-covid19/Policy-Responses-to-COVID-19#A



Measures  considered in the evaluation

• Investment premium (7% or 14%)

• Degressive depreciation for investment

• Short-time work

• Income tax reduction

• Family hardship fund

• Higher long-term unemployment benefits

• One-off payment of unemployment benefits

• One-off child benefit

Stimulus packages



The macroeconomic model LIMA

• Structural macroeconomic model, originally developed within the 
LINK project of the United Nations (LInk Model Austria)

• Detailed modelling of the GDP expenditure components, the 
labour market, wages and prices, and the government sector

• Equations are econometrically estimated

• Annual frequency

Macroeconomic model LIMA



Evaluation design

• Baseline run of the model with the October 2020 economic 
forecast

• Assumption: this forecast contains all measures

• Alternative scenario without these measures

• Effect of the measures: difference between the model solutions

Evaluation design



Implementation of the measures in the model

• Exogenous increase of capital formation: investment premium

• Reduction of user cost of capital: degressive depreciation for investment

• Increase of employment, subsidies and disposable income; but lower transfers 
to households and higher social security revenues (people would otherwise be 
unemployed): short-time work

• Decrease of direct taxes: income tax reduction

• Increase of transfers to private households: family hardship fund, higher long-
term unemployment benefits, one-off payment of unemployment benefits, 
one-off child benefit

Evaluation design



Differences between scenarios with and without measures

Evaluation results

Real GDP (bill. euro at const. prices)

Source: Baumgartner et al. (2020), own calculations and illustration
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Differences between scenarios with and without measures
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Multipliers
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Summary and conclusions

• Coronavirus pandemic and containment measured resulted in severe recession

• Fiscal policies to support short-time work very effective in stabilising 
employment and in limiting the rise of long-time unemployment

• Investment premium effective, but problematic: windfall

• Support to self-employed and to sectors affected by the containment measures 
effective in preventing bankruptcies

• Measures supporting demand very costly and inadequate (why support 
demand when consumption is prohibited?) – such (income support) measures 
should be used cautiously and targeted

Summary and conclusions
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