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The sweeping SARS-CoV-2 pandemic has sent shockwaves across the European Union, 
revealing an array of unexpected consequences. As a number of countries have seen 
a steep rise in their number of infections since February 2020, the novel coronavirus 
perturbed EU institutions, services, and EU member states themselves. This came with 
a rampant lack of basic data on the brand-new disease and restrained news coverage from 
China, the world’s first epicentre of the coronavirus. Both officials and people paid no 
mind to the very first reports on the virus as an emerging threat and a flourishing epidemic 
in Italy – the location of Europe’s largest outbreak. Yet the coronavirus cast a dreadful pall 
of fear over European countries only after it had overloaded hospitals in northern Italy 
whilst the army moved dead bodies in military trucks.

The novel virus spread rapidly throughout all EU nations, yet the number of confirmed 
cases varied. When struggling to halt what they named as an „invisible enemy” and flatten 
the curve of new Covid-19 infections, officials imposed lockdown measures, urging people 
to restrain their outdoor activity, introduced a ban on travelling and some services, and told 
residents to stay at home. Most countries locked public institutions, including offices, 
universities, schools, cinemas, sport facilities, or courts. Likewise, most non-essential 
services and workplaces were ordered to shut whilst many cultural and sporting events 
were canceled, and public gatherings were banned. Italy and Spain – both being amongst 
the hardest-hit countries in the pandemic – said only essential services would remain 
open. Also, nations across the world have imposed travel restrictions to curb the spread 
of the coronavirus, and many governments have decided to isolate arrivals for at least 
fourteen days.

All in all, lockdown measures have proved efficient. Coronavirus hotspots have receded, 
while the number of new cases and death started to decrease over time. As of mid-June 
2020, the virus has not yet quit Europe, with each day adding new figures to the total tally, 
the major health crisis is gone, and new data sets show somewhat a decline in numbers 
compared to when the whole pandemic started gaining momentum in Europe. 

Notwithstanding that, EU nations faced a completely new problem that materialized 
shortly after lockdown measures were put in place, with the economic freeze prompting 
severe repercussions for European economies. Many businesses groaned under the novel 
virus: forced to halt their operations, they had no revenue, a situation that often taxed 
their capacities and left bankrupt. Others, in turn, found a niche online, being somewhat 
able to make up for losses they had incurred. Most firms, however, had to stop any 
development-related activities, use available cash reserves and cut jobs in what brought 
the jump in unemployment rate and social dissatisfaction.

ABSTRACT
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Desperate to cushion the negative consequences of lockdown, both EU bodies and state 
officials made money and fiscal efforts like no others. Within them, they offered rescue 
benefits for businesses and employees or coronavirus-related tax relief measures, whilst 
others had their taxes deferred. In light of the growing pandemic, some banks granted 
either guarantees or preferential loans, sometimes non-refundable. With a mass-scale pool 
of subsidies, some businesses could weather the crisis, while residents got substantial aid 
from state institutions.

Yet the pandemic delivered a hammer blow to the EU countries’ GDP. Debt-based 
government spending put a heavy burden on national budgets and further widened 
gross government debt. Each month, economic indicators showed the pandemic’s 
impact; as of June 30, 2020, there is enough data available for May this year. Though 
the unemployment rate has jumped, it might have seen worse but for robust state aid.  
Yet the inflation rate fell sharply, attaining negative monthly levels oftentimes. Trade has 
lost momentum, too, both within the EU borders and worldwide. Financial markets also 
reacted violently, with slumps like never before. After that, a slow, albeit steady increase 
was again noted on many economic charts.

The European Union and its nations had some difficult time fighting the novel virus, 
a challenge that severely shook the bloc’s foundations. As time went on, the EU made 
a display of strength and solidarity, and the coronavirus-related crisis – no matter how 
acute – will make no long-lasting toll on EU economies. Yet time will tell whether what 
is now taking place is just the end of the pandemic, or next months might bring a new spike 
in coronavirus cases.
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INTRODUCTION

The following report sheds spotlight on the 
economic impact of the coronavirus pandemic 
throughout the European Union, or the EU, that 

kicked off in China in early 2020 and spanned quickly 
across the globe. Though plagues and epidemics have 
ravaged humanity throughout its existence, it is for 
the first time in the modern period that a mysterious 
disease rapidly conquered the whole world, making it 
strikingly helpless. Governments made an attempt to 
contain the surge in new coronavirus cases by putting 
economies into hibernation or introducing nationwide 
lockdown measures. A gallery of near ghost towns 
and cities went viral around the world, with image 
stills from science-fiction movies. The novel virus 
affected lives of billions who saw a completely 
new reality. The economic freeze unleashed a crisis 
comparable to the Great Depression, bringing on the 
table both recession and social impoverishment. 

The coronavirus has infected the post-Brexit talks, too, 
and the bloc has had to confront yet another tough 
challenges that nearly crumbled its foundations. 

The paper makes an attempt to describe the 
coronavirus pandemic in the European Union. In 
it, its authors offer an insight into the subsequent 
stages of the pandemic: the origin of the novel virus, 
its first reported case in Wuhan, China - before it 
reached Europe with adequate lockdown measures 
as a response. In the next chapters, focus is placed 
on EU-wide decisions, as well as nationwide 
monetary and fiscal steps to shield economies from 
any adverse effects. In its later parts, the paper 
discusses the coronavirus-induced crisis with a 
set of macroeconomic tools to examine the virus’s 
consequences.
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ORIGINS OF THE CORONAVIRUS 
PANDEMIC

I

1. WHAT IS A CORONAVIRUS? THE ORIGIN OF OUTBREAK

Coronaviruses are a large family of viruses that 
usually cause mild to moderate upper-respiratory 
tract illnesses - like the common cold - but also 
acute deathly infections. Coronaviruses derive their 
name from their electron microscopic image, which 
resembles a crown1. Coronaviruses are common 
in several species of domestic and wild animals, 
including camels, cattle, cats, and bats. Some 
coronaviruses that infect animals can be passed 
on to humans, and then spread between people, but 
this is rare. Six strains of coronavirus have infected 
humans so far. In the past two decades, there have 
been three global coronavirus outbreaks, too.

Severe Acute Respiratory Syndrome (SARS2), 
an illness caused by a coronavirus known as SARS-
CoV, started in 2003 in Guangdong, China, 
and spread to many countries in southeast Asia, 
North America, Europe, and South Africa. Early 
cases of SARS were linked to human and animal 
contact. Transmission occurred person-to-person 
through droplets produced by coughing or sneezing, 
via personal contact, and by touching contaminated 
surfaces. 

1 Latin: corona - wreath, halo, crown
2 Severe acute respiratory syndrome 

SOURCE: FLICKR.COM
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Peak viral shedding occurred approximately ten 
days after the onset of illness, when many patients 
were hospitalized, which explains why healthcare 
personnel faced a particularly high risk of becoming 
infected. The virus infected 8,069 persons and caused 
774 deaths in total. SARS-CoV has a R03 of 4; this 
means that each infected person spreads the disease 
to an average of four others. Its case fatality rate 
is estimated at 9.5 percent. The last known case 
of SARS-CoV was reported in September 20034. 

Nine years later, MERS-CoV, which causes Middle 
Eastern Respiratory Syndrome (MERS), surfaced 
in Saudi Arabia5. Most MERS patients developed 
severe respiratory illness, with symptoms like 
fever of 38 degrees Celsius, cough, and shortness 
of breath. Up to 80 percent of patients suffering 
from MERS required mechanical ventilation. The case 
fatality rate stood high at 36 percent6. MERS 
is characterized by sporadic zoonotic transmission 
from camels and limited episodes of person-to-
person transmission. Almost all cases were reported 
in or near the Arabian Peninsula. Likewise, healthcare 
professionals are most likely to contract MERS. 
So far the virus has infected approximately 2,500 
people and caused 850 deaths. The main factor that 
controls the spread of MERS-CoV is its very low R0 
of 1. However, the case fatality rate is very high at 35 
percent. The largest known outbreak of MERS outside 
the Arabian Peninsula occurred in South Korea 
in 2015, with a traveler returning from there. With 
quick-response measures developed back then, South 
Korean officials managed to contain the ongoing 
pandemic quite swiftly.

In early 2020, the world woke to a reality 
of a pandemic of the coronavirus disease, 
or Covid-19, that invaded China before spanning 
worldwide. The novel coronavirus has the genome 
that is over 79 percent similar to that of the SARS 
virus, thus being somewhat a genetic twin 
of the one that had hit the world back in the early 

twenty-first century. It was found to be associated 
with a large seafood and animal market in Wuhan, 
China, where snakes, birds, marmots, and bats are 
largely sold. The wholesale market was identified 
as a hotbed, with earlier infections being passed 
on to people from a host animal. As time went on, 
more cases were observed amongst healthcare 
professionals and others who neither visited the wet 
market in Wuhan nor the city itself. Thus the virus 
was thought to spread mainly through close person-
to-person contact7. 

The SARS-CoV-2 virus spreads between people 
through respiratory droplets produced when 
an infected person coughs, sneezes, or talks, as well 
as through other organic matter such as blood8.  
Initial reports said the incubation period could 
be up to fourteen days, yet researchers found 
a median of between five and six days9. Notably, 
it was reported that the incubation period could be 
as long as twenty-four days in a rare case. These 
findings suggest that many people have been 
infected without even knowing it. The most common 
symptoms of the disease are fever, tiredness, 
and dry cough. Musclepain and shortness of breath 
have also been reported. Infected patients may also 
develop pneumonia and acute respiratory distress 
syndrome. As many as 25 percent of the infected 
require intensive care whilst 10 percent of patients 
with Covid-19 need to be put on a ventilator. 
Children and young adults do not seem as affected 
by the new coronavirus, but it poses a serious risk 
for the elderly. The median age of a diagnosed 
coronavirus patient is about 59 years old. 
The fatality rate is linked to age and gender, with 
more men being killed10. Most of the people who 
died from Covid-19 had a pre-existing medical 
condition that had debilitated their immune system. 
Coronavirus numbers vary greatly from country 
to country: the average age of coronavirus cases 
in Italy was 63 years and in Germany - roughly  
45 years11. 

3 R0 = basic reproduction number 
4 K. Pyrć, Ludzkie koronawirusy, Postępy Nauk Medycznych, vol. XXVIII, No. 4B, Jagiellonian University, Cracow, 2015, p. 49 et seq.
5 MERS, or Middle Eastern Respiratory Syndrome, read in:https://medycynatropikalna.pl/choroba/bliskowschodni-zespol-niewydolnosci-

oddechowej-mers, also «Middle Eastern Respiratory Syndrome,» read in: A. Szczeklik, P. Gajewski, Interna Szczeklika 2017, Wydawnictwo 
Medycyna Praktyczna, Cracow 2017, p. 741. ISBN 978-83-7430-517-4.

6 https://www.pzh.gov.pl/mers-middle-east-respiratory-syndrome-2/ 
7 WHO. Novel Coronavirus – China; 2020. March 28,2020, https://www.who.int/csr/don/12- january-2020-novel-coronavirus-china/en/ 
8 L. Gralinski, V. Menachery, Return of the Coronavirus: 2019-nCoV. Viruses 2020, 12, 135; doi:10.3390/v12020135
9 Virus incubation is the time from the moment of exposure to an infectious agent until signs and symptoms of the disease appear, in:s. 

Kryczyński, Z. Weber: Fitopatologia. Volume 1. Podstawy fitopatologii. Poznań: PWRiL, 2010, pp. 319-321. ISBN 978-83-09-01-063-0.
10 World Health Organisation, Coronavirus disease 2019 (COVID-19) Situation Report – 94,https://www.who.int/docs/default-source/

coronaviruse/situation-reports/20200423-sitrep-94-covid-19.pdf 
11 https://ourworldindata.org/mortality-risk-covid 
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There are no coronavirus vaccines or antiviral drugs 
to efficiently treat the infected. Patients with Covid-19 
usually require liquids, oxygen, and ventilation 
treatment. The best way to prevent illness is to avoid 
being exposed to this virus by curbing social contact 
with the infected12. Yet with a lengthy incubation period, 
researchers do not know precisely how many people 
are infected without showing symptoms, or if some 
of them are simply presymptomatic. What is a key 
solution to hinder the coronavirus spread are social 

distancing measures, albeit these might seem somewhat 
unrealistic13. Initially they were enforced in areas 
that had become a hotbed for the highly contagious 
and potentially deadly virus. As the total number 
of infections rose, so too did the number of cases that 
spread from person-to-person within communities 
around the world, state officials imposed a whole array 
of measures to stop further contagions. Since early 
2020, a median R0 value has been calculated between 2 
and 7 yet it is now difficult to evaluate its actual figure14. 

2. PANDEMIC DEVELOPMENT

A coronavirus-induced emergency morphed into 
a pandemic as the novel virus swiftly ripped across 
the globe. An epidemic refers to an uptick in the spread 
of a disease within a specific community, being more 
about the spread of a disease, rather than the severity 
of the illness it causes. What is amongst extra factors 
that facilitate a pandemic outbreak are asymptomatic 
infections, long infectious period, no biological immunity 
worldwide, or common and frequent symptoms that 
prevent researchers from diagnosing a virus. The SARS-
CoV-2 virus displays all these distinctive features; 
also, within roughly two months, it stretched globally, 
infecting people in most countries worldwide. There are 
just a few countries that have not reported any cases 
of the coronavirus so far15. In North Korea, this might 
be either due to the communist country’s being cut off 
from the outside world or a number of measures issued 
to prevent the spread of the coronavirus16. That is quite 
likely with its isolated regime.

A staggering outbreak of the novel virus was first 
identified in December 2019 in Wuhan, Hubei, 
a Chinese province with some 11.08 million inhabitants. 
(Figure 1). Chinese scientists identified a mysterious 
respiratory disease as a new SARS-CoV-2 coronavirus. 
Back on December 31, 2019, the Wuhan Municipal 
Health Commission issued a warning notification. 
Shortly after, the Chinese Center for Disease Control 
and Prevention dispatched a rapid response team 

to tackle the Wuhan outbreak. China notified the World 
Health Organization (WHO), too. Other respiratory 
pathogens such as influenza, avian influenza, 
adenovirus, SARS-CoV, and MERS-CoV were ruled 
out as possible causes. On January 11, 2020, China 
announced its first death from the novel disease. 
Hubei province was placed under effective quarantine 
on January 23, 2020. A week later, on January 30, 
the World Health Organization declared the coronavirus 
outbreak a global health emergency. Just two weeks 
later, the Covid-19 epidemic took a heavier toll than 
the SARS virus back in 2003. Despite Chinese-imposed 
measures, new Covid-19 cases were reported in 100 
countries worldwide by March this year. The novel 
coronavirus quickly spread into other Chinese 
provinces before reaching neighbouring countries like 
the Philippines or South Korea.

Several COVID-19 cases have been reported across 
Europe in the following days, but without suspicion 
of an imminent epidemic. On February 21, Italy 
reported its first death from Covid-19. Shortly after, 
other European country noted their first contagions. 
The World Health Organization on March 11, 2020, 
declared Covid-19 a pandemic, pointing to the over 
120,000 cases of the coronavirus illness globally17. 
On March 27, the number of Covid-19 confirmed cases 
shot past 500,000 worldwide, killing roughly 24,000.

12 M. A. Habib,General Overview of Coronavirus Disease 2019 (COVID- 19): A Summary of Evidence, Asian Journal of Immunology 3(3): 24-
33, 2020; Article no.AJI.56168

13 https://covid19.gov.im/social-distancing/ 
14 K. Lewtak, A. Jagielska, A. Nitsch – Osuch, Epidemia COVID-19, Zakład Medycyny Społecznej i Zdrowia Publicznego, Warszawski 

Uniwersytet Medyczny, Warsaw 2020
15 Kiribati, Marshall Islands, Micronesia, Nauru, North Korea, Palau, Samoa, Solomon Islands, Tonga, Turkmenistan, Tuvalu, Vanuatu, source: 

https://www.pharmaceutical-technology.com/features/coronavirus-outbreak-the-countries-affected/ 
16 Fearful of the novel virus, officials in North Korea closed the borders on January 21, source: https://www.38north.org/2020/04/

kparkjjongyjung042320/
17 World Health Organization. March 12, 2020, WHO announces COVID-19 outbreak a pandemic, http://www.euro.who.int/en/health-topics/

health-emergencies/coronavirus-covid-19/news/news/2020/3/who-announces-covid-19-outbreak-a-pandemic
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FIGURE 1. WUHAN AND HUBEI PROVINCE, CHINA

SOURCE: OWN WORK

This is also when the total number of cases in the U.S. 
eclipsed China’s 81,827 cases, turning into a new high-
limit country. Just a day later, Italy, Europe’s hardest-
hit country, crossed that line. Of all EU nations, 
it faced the toughest challenges and saw a massive 
number of fatalities from the novel respiratory 
illness. The epidemic then erupted in Spain, France, 
Germany, and the United Kingdom. So far all EU 
nations have reported confirmed Covid-19 cases. 
The European continent struggled against the novel 
virus to a different extent (Figure 2), with its southern 
and western regions being most affected. It was only 
recently that Russia joined the infamous club18.

But most importantly, in just a few weeks, 
the coronavirus has overloaded the healthcare system 
across the globe. With some data from Italy, most EU 
countries took steps to flatten the curve of new cases 
(Figure 3) — allowing the sick to be treated without 
swamping the capacity of hospitals19.  

They also went into lockdown – with flight bans, 
border and schools closures, and ban on free 
movement. In a last-ditch effort, officials in the Italian 
region of Lombardy and Spain, aware of the biggest 
daily increase in new confirmed cases, isolated 
these two from the outside world to stop the chain 
of transmission. The United Kingdom, Sweden, 
and the Netherlands initially followed a far different 
approach. As the coronavirus pandemic spanned 
throughout the planet, daily routine in these three 
remained largely unchanged, as their officials sought 
to achieve what they referred to as herd immunity. 
This must have raised an array of ethical doubts. 
Yet whilst seeing a growing number of new cases, 
these countries followed suit and imposed lockdown 
measures20.

18 Source: Worldometers: COVID-19 coronavirus pandemic, https://www.worldometers.info/coronavirus and  Our World in Data, https://
ourworldindata.org/covid-cases 

19 Imperial College COVID-19 Response Team, Impact of non-pharmaceutical interventions (NPIs) to reduce COVID19 mortality and 
healthcare demand, March 16, 2020, 
https://web.archive.org/web/20200316223332/https://www.imperial.ac.uk/media/imperial-college/medicine/sph/ide/gida-fellowships/
Imperial-College-COVID19-NPI-modelling-16-03-2020.pdf

20 A. Mavragani, Tracking COVID-19 in Europe: Infodemiology Approach, JMIR Public Health Surveillance 2020 vol. 6, iss. 2, e18941
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FIGURE 2.  TOTAL CONFIRMED COVID-19 CASES, AS OF JUNE 30, 2020.

SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES

FIGURE 3. „FLATTENING THE CURVE” – CASES WITHOUT (IN NAVY BLUE) AND WITH (IN BLUE)  
PROTECTIVE MEASURES

SOURCE: HTTPS://BLOG.OHIOHEALTH.COM/HOW-DOES-FLATTENING-THE-CURVE-HELP-SUPPORT-HOSPITALS/
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As of early July 2020, the Covid-19 pandemic resulted 
in 398,754 deaths across the globe amidst 6,880,373 
total cases, with 3,371,312 people who have recovered 
from the disease21. In the United States, or the world’s 
worst-stricken country, a total of 1,967,155 cases 
have been recorded since the dawn of the pandemic, 
mostly in New York State (see Table 1 and Table 2).  
By April, a total of 81 percent of the global workforce 
had their places of work fully or partly closed in what 
took a mass toll on businesses and employees 
worldwide. Government offered some temporary aid 
to safeguard the job market. 

So did the European Union whose bodies 
and institutions put forward a set of relief programs for 
those who suffered most. After a two-month lockdown, 
EU nations gradually began to ease restrictions. Many 
countries have reopened their borders and services 
as well as lifted ban on gatherings. Yet the pandemic 
is far from over, with new cases being reported every 
day. Though some say the virus no longer imperils 
the world, markets remain somewhat grim about 
the next few months and perhaps also the second ebb 
of the coronavirus in the autumn, possibly on a bigger 
scale than in March.

TABLE 1. THE WORLD’S TEN WORST COUNTRIES FOR COVID-19 (AS OF JUNE 30, 2020)

No. Country Total cases Deaths Total conva-
lescents

Active 
cases

Total cases/
million

Deaths/
million Population

 World 6 880 373 398 754 3 371 312 3 110 307 883 51.2  

1 USA 1 967 155 111 405 738 729 1 117 021 5 945 337 330 869 944

2 Brazil 646 006 35 047 302 084 308 875 3 041 165 212 455 128

3 Russia 458 689 5 725 221 388 231 576 3 143 39 145 930 359

4 Spain 288 058 27 134 N/A N/A 6 161 580 46 753 591

5 United 
Kingdom 283 311 40 261 N/A N/A 4 175 593 67 861 743

6 India 237 788 6 651 114 073 117 064 172 5 1 379 048 498

7 Italy 234 531 33 774 163 781 36 976 3 879 559 60 467 569

8 Peru 187 4 5 162 79 214 103 024 5 689 157 32 938 493

9 Germany 185 414 8 763 168 9 7 751 2 213 105 83 765 996

10 Iran 169 425 8 209 132 038 29 178 2 019 98 83 915 513

SOURCE: WORLDOMETERS CORONAVIRUS -HTTPS://WWW.WORLDOMETERS.INFO/CORONAVIRUS/

21 Worldmeters, COVID-19 Coronavirus Pandemic - https://www.worldometers.info/coronavirus/, as of June 6, 2020
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TABLE 2. THE TEN WORST COUNTRIES FOR COVID-19 IN THE EUROPEAN UNION AND THE UNITED KINGDOM  
(AS OF JUNE 5, 2020)

No. Country Total cases Deaths Total conva-
lescents Active cases Total cases/

million
Deaths/
million Population

 Europe 2 073 475 178 212 1 067 450 827 813    

1 Spain 288058 27 134 N/A N/A 6 161 580 46 753 591

2 United  
Kingdom 283311 40 261 N/A N/A 4 175 593 67 861 743

3 Italy 234531 33 774 163 781 36 976 3 879 559 60 467 569

4 Germany 185414 8 763 168 9 7 751 2 213 105 83 765 996

5 France 153055 29 111 70 504 53 44 2 345 446 65 263 909

6 Belgium 59072 9 580 16 19 33 302 5 098 827 11 586 214

7 Netherlands 47335 6 011 N/A N/A 2 763 351 17 132 352

8 Sweden 42939 4 639 N/A N/A 4 254 460 10 094 947

9 Portugal 33969 1 465 20 526 11 978 3 331 144 10 198 608

10 Poland 25669 1 143 12 641 11 885 678 30 37 849 296

SOURCE: AUTHOR’S OWN STUDY BASED ON WORLDOMETERS CORONAVIRUS - HTTPS://WWW.WORLDOMETERS.INFO/CORONAVIRUS/
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A COMPLETE TIMELINE OF THE CORONAVIRUS PANDEMIC:

December 31, 2019 Chinese health officials inform the WHO about a cluster of 41 patients with a mysterious  
pneumonia. Most are connected to Huanan Seafood Wholesale Market in Wuhan, China.

January 1, 2020 Huanan Seafood Wholesale Market closes.

January 7, 2020 Chinese authorities identify the virus that caused the pneumonia-like illness as a new type  
of coronavirus (called novel coronavirus or nCoV).

January 11, 2020 China records its first death linked to the novel coronavirus.

January 13, 2020 Thailand reports the first coronavirus infection outside China.

January 20, 2020 A 35-year-old man in Snohomish County, Washington, develops a new illness as the first case 
in the United States.

January 23, 2020 Chinese authorities place the city of Wuhan under quarantine — and the rest of the Hubei 
province days later.

January 30, 2020 WHO declares a global public-health emergency.

January 31, 2020 The United States and Australia ban foreign nationals from entering if they visited China  
within the prior two weeks22. 

February 2, 2020 The Philippines reports the first death outside China.

February 6, 2020 The first death from Covid-19 in the United States.

February 7, 2020 Li Wenliang, a Chinese doctor who tried to issue the first warning about the deadly coronavirus 
outbreak, dies23. 

February 9, 2020 The death toll in China surpasses that of the 2002-2003 SARS epidemic, with 811 deaths  
recorded.

February 11, 2020 The WHO announces that the disease caused by new coronavirus will be called "Covid-19."

February 12, 2020 Coronavirus cases start to spike in South Korea.

February 19, 2020 Iran reports new coronavirus infections.

February 21, 2020 Covid-19 cases are on the rise in Italy.

March 3, 2020 A dramatic surge in coronavirus cases in Spain.

March 8, 2020 In a sweeping move, Italy imposes a strict quarantine, affecting a total of its 60 million  
residents.

March 11, 2020 The WHO declares Covid-19 a pandemic.

March 16, 2020 The European Commission outlines border closure guidelines.

March 19, 2020 No new domestic cases reported in China for the first time since the start of the outbreak.

March 21, 2020
Europe remains the epicentre of the pandemic, with Italy reporting 793 dead amid 6,557  
cases. As of March 28, it sees 971 new deaths, marking the country's highest daily jump  
in fatalities. In the following days, the daily increase in new cases begins to decline.

March 23, 2020 New York State confirms 21,000 cases, making it the epicentre of the outbreak in the U.S.

March 26, 2020 Total confirmed cases in the U.S. reach 86,621 — the highest in the world — surpassing  
China's 81,782 and Italy's 80,589.

22 https://www.bbc.com/news/world-51338899
23 He is believed to be the first person to have issued the warning about the deadly coronavirus outbreak –https://www.bbc.com/news/

world-asia-china-51409801 
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March 26, 2020 Spain reports 8,271 new cases, with 718 deaths. As of April 2, it sees the biggest daily  
death toll, at 961 fatalities.

March 27, 2020 Germany reports 6,933 new cases, with 84 deaths. As of April 8, it sees the biggest daily  
death toll, at 333 fatalities.

March 31, 2020 More than one-third of humanity is under some form of lockdown. 

March 31, 2020 France reports a total death toll of 499 amid 7,578 new cases. As of April 15, it sees  
the biggest daily death tally of 1,438.

April 2, 2020 Cases worldwide top 1,000,000.

April 9, 2020 The world's death tally surpasses 100,000.

April 10, 2020 The Netherlands reports a total death toll of 115 amid 1,335 new cases. As of April 7,  
it sees the biggest daily death tally of 234.

April 10, 2020 The United Kingdom reports 8,681 new cases, with 1,152 deaths. As of April 21,  
it sees the biggest daily death toll, at 1,172 fatalities.

April 14, 2020 U.S. President Donald Trump orders to stop the $400 million program fund to the World Health 
Organization (WHO). 

April 15, 2020 A dramatic surge in new cases in Belgium: the country reports a total death toll of 283  
amidst 2,454 cases. As of April 10, it sees the biggest daily death tally of 496.

April 19, 2020 Cases throughout Europe rise to 1,000,000.

May 11, 2020 EU nations begin to ease lockdown restrictions.

May 13, 2020 The European Commission outlines new guidance on the gradual easing of restrictions.

May 14, 2020 Slovenia becomes the first European country to declare its domestic coronavirus outbreak 
officially over.

May 21, 2020 The number of coronavirus cases worldwide reached the five million mark.

May 24, 2020 Montenegro opens its borders (from June 1 onwards).

June 5, 2020 Europe's total number of infections across the country surges past the two million mark.

June 8, 2020 Poland reports 599 new cases, with 9 dead. As of April 24, the country sees its biggest  
daily death toll with 40 fatalities.

June 13, 2020 The WHO says Chinese authorities informed about new Covid-19 cases in Beijing.

June 19, 2020 The number of SARS-CoV-2 cases in the United Kingdom jumps past 300,000.

June 24, 2020 Sweden reports 1,803 new cases, with 22 deaths. On April 15, the country sees its biggest 
daily number of fatalities so far (115).

June 25, 2020 Covid-19 antiviral remdesivir gets conditional EU clearance. It prevents disease progression 
yet only at its early stages. 

June 26, 2020

The United States reports 47,365 new cases, with 663 deaths. On April 21, the country sees 
its biggest daily number of fatalities so far (2,748). On a whole, the United States surpasses 
2.5 million coronavirus cases. Some countries are seeing an increase in cases of the novel 
coronavirus.

June 27, 2020 The number of SARS-CoV-2 cases worldwide exceeds 10 million.
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3. EU GIANTS IN THE TIME OF PANDEMIC

For the purpose of this paper, nine countries have 
been selected, with their economies and response 
measures mirroring the EU condition in the time of 
the SARS-CoV-2 virus. 

The countries, with the United Kingdom that is now in 
a post-Brexit transition period, are amongst the EU’s 
biggest economies, with their nominal gross domestic 
product being a top criterion (see. Figure 4).

FIGURE 4. EUROPEAN UNION MEMBER STATES BY NOMINAL GDP IN MILLION EUR

SOURCE: EUROSTAT

The charts (Figures 5, 6, and 7) and maps (Figures 8, 
9, 10, 11, and 12) reflect three categories: the number 
of cases, the number of cases per resident, and the 
number of fatalities. Although Italy was the first 
country to record the biggest rate of new infections, 
followed by Spain that eventually overtook it, as 
well as Germany and France, the UK-made herd-
immunity approach was a mistake, as evidenced by 
a growing number of cases since late March. 

The novel virus has taken its toll in Belgium, the 
Netherlands, and Sweden, too. Poland sees a 
positive trend on both charts, with a relatively small 
number of new infections amid its total population.
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FIGURE 5. CUMULATIVE CONFIRMED CASES, AS OF JUNE 30, 2020

SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES 

FIGURE 6. CUMULATIVE CONFIRMED CASES PER MILLION PEOPLE, AS OF JUNE 30, 2020

 SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES
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FIGURE 7. CUMULATIVE CONFIRMED DEATHS, AS OF JUNE 30, 2020

SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES

FIGURE 8. CUMULATIVE CONFIRMED CASES WORLDWIDE, AS OF JUNE 30, 2020

 SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES
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FIGURE 9. TOTAL CONFIRMED CASES PER MILLION PEOPLE, AS OF JUNE 30, 2020

 SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES

FIGURE 10. TOTAL CONFIRMED CASES IN EUROPE PER MILLION PEOPLE, AS OF JUNE 30, 2020

SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES
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FIGURE 11. CUMULATIVE CONFIRMED DEATHS WORLDWIDE, AS OF JUNE 6, 2020

SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES

FIGURE 12. CUMULATIVE CONFIRMED DEATHS IN EUROPE, AS OF JUNE 6, 2020

SOURCE: HTTPS://OURWORLDINDATA.ORG/COVID-CASES



Maciej Śmigiel, Jakub Łyjak

23newdirection.online     @europeanreform

LOCKDOWN MEASURES

II

EU-wide measures to contain the spread 
of the novel virus eventually served their purpose. 
Despite a tragic clash with the coronavirus 

over the few first weeks, it was possible to flatten 
the curve, ease the situation, and somewhat «tame» 
the new enemy. By June 30, 2020, EU member states 
had defused most of lockdown measures and began 
gradual comeback to normality despite new cases 
being diagnosed. This goes in line with a famous saying 
that «better the devil you know than the devil you do 
not.» Just as the common influenza that once sowed 
fear across the globe but then morphed into nothing 
but the seasonal cold, yet killing thousands worldwide, 
the Covid-19 disease is now for many countries a minor 
issue, with people slowly getting used to it. In Europe, 
residents return to normal life after months-long severe 
restrictions. 

While the pandemic was still blooming, the key thing 
was to safeguard human lives. Somewhat in line with 
Maslov’s hierarchy of needs, officials addressed safety 
needs first, and they jumped into the self-actualization 
level in an effort to bring back economic growth. 

The Covid-19 pandemic and a whole array of questions 
over the novel virus overloaded healthcare systems 
across the globe whilst prompting a negative 
trend for societies and economies both in Europe 
and worldwide. As the wave ripped across the globe, 
officials enacted never-before-seen restrictive 
measures. Countries across Europe have significantly 
curbed public life in order to mitigate the novel virus 
by closing schools, imposing ban on travel, whilst 
some went farther by declaring a state of emergency.

SOURCE: MICROSOFT OFFICE
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SLOVAKIA: THE PRESIDENT OF THE SLOVAK REPUBLIC ZUZANA ČAPUTOVÁ AND THE NEWLY APPOINTED PRIME MINISTER IGOR MATOVIČ.

These were aimed at delaying the further spread 
of the epidemic and flattening the curve to ease 
overworked healthcare systems. Countries put 
in place some preventive measures on the basis 
of available data on a new disease and its nature. 
In this, EU nations could prepare their healthcare 
systems and provide essential resources like personal 
protective gear, laboratory equipment, or ventilators, 
as well as kick-start research on vaccines and methods 
of treatment.

EU institutions agreed on March 17, 2020, to ban 
incoming travel other than citizens from countries 
in the European Union, European Economic Area, 
Switzerland, and the United Kingdom. All EU 
member states (except Ireland) and all associated 
Schengen states (Iceland, Liechtenstein, Norway 
and Switzerland) had introduced the travel restriction. 
Some EU countries went far beyond, barring EU 
and EEA nations from entering their territory. 

In an effort to impede the further spread of the novel 
virus, some countries issued a state of emergency 
in a move that granted both the prime minister 
and health minister a raft of exclusive rights to take 
adequate steps to contain the epidemic. People were 
also banned from travelling beyond 100 kilometers 
from their place of residence whilst mass events 
were cancelled. Outdoor exercise was only permitted 
once a day and had to be done alone and not exceed 
one hour. Walking outside was allowed only for 
essential things, like walking the dog or going grocery 
shopping. In France, anyone who left their house was 
required to carry a self-certification form explaining 
why they were outside24. Also, wearing face coverings 
became mandatory in many countries, whether this be 
outside or just in public places. In a symbolic picture, 
new Slovak cabinet was sworn in at a ceremony 
with participants, including the Slovakian president, 
wearing protective masks as a precaution against 
the coronavirus25.

24 https://www.diplomatie.gouv.fr/en/coming-to-france/coronavirus-advice-for-foreign-nationals-in-france/
25 https://in.reuters.com/article/health-coronavirus-slovakia-oath-mask/lets-go-to-battle-new-slovak-government-takes-office-amid-

coronavirus-fight-idINKBN2180O4
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Some countries began to restrict movement and closed 
all workplaces and stores except for essential services. 
Educational facilities were shut, with sporting events 
being called off. Football and other sports were 
suspended in a historical move. Poland canceled its 
presidential vote, initially scheduled for May 1026. Italy, 
as the worst-stricken country, announced restrictions 
on the entire country yet Italian residents failed to stick 
to them, seeing this as time of relax and vacation27.  
On March 9, amidst a dramatic surge of new infections, 
Italy was put under a total lockdown, as the coronavirus 
spread in the country. Italy closed all non-essential 
stores and services except for grocery stores, banks, 
pharmacies, and post offices. 

Travel within Italy was banned except for health 
reasons or urgent matters. Those who breached 
lockdown rules faced hundreds- or thousands-euro 
fines or up to a few months in prison. Also, some 
began looting, claiming they had not received 
government financial aid and became desperate for 
food and other necessities28. 

As fear was growing in some countries of the Italian 
scenario, they introduced similar measures soon after. 
The following website offers a detailed overview 
of the lockdown solutions across Europe. The map 
below provides insight into restriction measures 
throughout the European Union as shown in symbols:

National lockdown, including internal travel bans, closure of schools and universities, shops, and prohibition of public gatherings

Closure of schools, nurseries, kindergartens, and educational facilities

 National movement restrictions

International movement restrictions

Flight restrictions

Non-essential shops closure

Prohibition of public gatherings

National measures

Partial/regional measures

No restrictions

The map shows the number of cases, using a colour scale.

26 https://www.euronews.com/2020/05/06/poland-s-presidential-election-still-in-limbo-with-just-four-days-to-go
27 https://www.bloomberg.com/news/articles/2020-03-08/italy-s-drastic-containment-rules-spark-doubts-over-enforcement
28 https://www.wsws.org/en/articles/2020/04/06/ital-a06.html
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FIGURE 13. COVID-19 RESTRICTION MEASURES IN THE EUROPEAN UNION, MARCH 19, 2020

SOURCE: EUROPEAN CENTRE FOR DISEASE PREVENTION AND CONTROL, HTTPS://COVID-STATISTICS.JRC.EC.EUROPA.EU/

FIGURE 14. COVID-19 RESTRICTIONS IN THE EUROPEAN UNION, APRIL 13, 2020

SOURCE: EUROPEAN CENTRE FOR DISEASE PREVENTION AND CONTROL, HTTPS://COVID-STATISTICS.JRC.EC.EUROPA.EU/

JRC Map 19 March 2020 at 12.00 UTC 
EUCPM Participating States and Switzerland | COVID-19 restriction measures 

© European Union, 2020. 
Map produced by the JRC. 
The boundaries and the 
names shown on this map do 
not imply official 
endorsement or acceptance 
by the European Union. 

Source: National authorities as of of 19 March  
at 09.00 UTC  

 

Ionian 
Sea 

ATLANTIC 

OCEAN 

North 
Sea 

Baltic 
Sea 

Norwegian 
Sea 

Black 
Sea 

Tyrrhenian 
Sea 

MEDITERRANEAN SEA 

Corse 
(FR) 

Balearic Islands 
(SP) 

RESTRICTION MEASURES PER COUNTRY This map is for internal Commission use only. It may not represents the latest updated official data. 

Malta 

Faroe Islands  
(DK) 

Finland 

Latvia 

Poland 

Denmark 

Slovakia 

Netherlands 
Germany Ireland 

Spain 

France 

Italy 

Greece 

Bulgaria 

Luxemburg 

Austria 

Croatia 

Cyprus 

Czech  
Republic 

Estonia 

Hungary 

Belgium 

Iceland 

Lithuania 

Montenegro N. Macedonia 

Norway 

Portugal 

Switzerland 

Sweden 

Romania 

Turkey 

United 
Kingdom 

Serbia 

Flight restrictions 

Closure of shops, restaurant, 
cultural facilities 

Prohibition of public 
gatherings  

Closure of schools, nurseries, 
kindergartens, educational 
facilities 

National lockdown including 
internal travel bans, closure 
of schools and universities, 
shops, and prohibition of 
public gatherings 

National measures 

Partial/regional measures 

 

National movement 
restrictions 

International movement 
restrictions 

Slovenia 

JRC Map 13 April 2020 at 16.00 UTC 

European Union | COVID-19 restriction measures 
© European Union, 2020. 
Map produced by the JRC. 
The boundaries and the 
names shown on this map do 
not imply official 
endorsement or acceptance 
by the European Union. 

Source: JRC, WebCritech , National Authorities 

Ionian 
Sea 

ATLANTIC 

OCEAN 

North 
Sea 

Baltic 
Sea 

Norwegian 
Sea 

Black 
Sea 

Tyrrhenian 
Sea 

MEDITERRANEAN SEA 

Aegean 
Sea 

Corsica 
(FR) 

Balearic Islands 
(SP) 

RESTRICTION MEASURES PER COUNTRY This map is for internal 
Commission use only. It 
may not represents the 
latest updated official data. 

Malta 

Finland 

Sweden 
Estonia 

Latvia 

Lithuania 

Poland 

Denmark 

Romania 

Hungary 

Slovakia 

Czech  
Republic 

Netherlands 

Germany 

Ireland 

Portugal Spain 

France 

Italy 

Greece 

Bulgaria 

Slovenia 

Croatia 

Austria 

Luxemburg 

Belgium 

Cyprus 

Sardinia 
(IT) 

International movements 
restrictions 

National movements restrictions 

Non-essential shops closure 

National events stop 

Schools, nurseries, 
kindergartens, educational 
facilities closure 

National measures 

Partial/regional measures 

 
No restrictions 

 

Flights restrictions 

384 – 500 

NUMBER OF COVID-19 CASES PER 
COUNTRY  

501 – 1,000 

1,001 – 10,000 

10,001 – 50,000 

50,001 – 100,000 

100,001 – 169,496 



Maciej Śmigiel, Jakub Łyjak

27newdirection.online     @europeanreform

FIGURE 15. COVID-19 RESTRICTIONS IN THE EUROPEAN UNION, APRIL 30, 2020

SOURCE: EUROPEAN CENTRE FOR DISEASE PREVENTION AND CONTROL, HTTPS://COVID-STATISTICS.JRC.EC.EUROPA.EU/

FIGURE 16. COVID-19 RESTRICTIONS IN THE EUROPEAN UNION, MAY 8, 2020

SOURCE: EUROPEAN CENTRE FOR DISEASE PREVENTION AND CONTROL, HTTPS://COVID-STATISTICS.JRC.EC.EUROPA.EU/
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FIGURE 17. COVID-19 RESTRICTIONS IN THE EUROPEAN UNION, MAY 25, 2020

SOURCE: EUROPEAN CENTRE FOR DISEASE PREVENTION AND CONTROL, HTTPS://COVID-STATISTICS.JRC.EC.EUROPA.EU/
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THE EUROPEAN UNION’S RESPONSE 

III

The European Union’s response to the pandemic 
came far late, according to an April speech by 
European Commission President Ursula von der 

Leyen at the European Parliament plenary session29.  
Thus as the coronavirus pandemic burgeoned around 
the continent, EU nations were largely left to their 
devices. It was only in March that EU senior officials 
agreed on a list of priorities to align the bloc’s fight 
with the Covid-19 disease. These included:

 � efforts to curb the spread of the novel virus with 
a temporary limit for travels to the European 
Union and within its internal borders,

 � steps to ensure supply of medical equipment – 
the European Union launched four joint calls for 
tenders for the supply of face coverings and other 
personal protective gear; also, it required 
exports of such equipment destined for outside 
the European Union to be subject to an export 
authorization by its nations, and took action 
to increase production capabilities for personal 
protective gear,

 � in-depth drug and vaccine research,

 � efforts to support jobs, businesses and the whole 
economy,

 � aid for third-country citizens.

29 https://ec.europa.eu/commission/presscorner/detail/pl/speech_20_675

SOURCE: FLICKR.COM
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1. PUBLIC HEALTH SUPPORT

As an additional safety net, the European Commission 
created a strategic rescEU30 medical stockpile 
and distribution mechanism. The stockpile enables 
the swift delivery of medical equipment such 
as ventilators, personal protective equipment, 
vaccines and therapeutics and laboratory supplies, 
with the Emergency Response Coordination Centre 
as its distribution hub31. A first batch of some 90,000 
protective masks arrived in Italy on 27 April, roughly 
one month and a half after the country had issued 
a nationwide lockdown. In yet another act of EU 
solidarity, more batches of FFP2 protective masks 

were being distributed between May 2 and 3 to Spain 
(173,000), Italy (52,000), and Croatia (15,000). 
On May 11, 20,000 masks from the rescEU stockpile 
were delivered to Montenegro and the Republic 
of North Macedonia, and on May 22, Lithuania 
received a batch of 20,000 FFP2 protective masks. 
The European Commission also co-financed a delivery 
of personal protective equipment, such as masks, 
from China to Estonia, Latvia, and Lithuania. 
The rescEU mechanism hosts all EU nations as well 
as Iceland, Norway, Serbia, North Macedonia, 
Montenegro, and Turkey.

FIGURE 18. EUROPEAN COMMISSION’S RESPONSE TO THE CORONAVIRUS CRISIS

SOURCE: OVERVIEW OF THE COMMISSION’S RESPONSE, EUROPEAN COMMISSION, HTTPS://EC.EUROPA.EU/INFO/LIVE-WORK-TRAVEL-EU/HEALTH/ 
CORONAVIRUS-RESPONSE/OVERVIEW-COMMISSIONS-RESPONSE

The Commission proposed on June 2 to give 
the European Union the tools for a quicker response 
when a serious cross-border emergency such 
as the coronavirus strikes and affects EU countries 
at the same time, and to allocate an extra €2 billion 
in the rescEU budget between 2021 and 2027. EU 
institutions also agreed to harmonize EU-wide 
standards for medical supplies and made them fully 
available for private businesses to boost their output 
capabilities. Also, some companies repurposed their 
production lines to manufacture protective gear.

The European Union pledged to donate:

 � €140 million for vaccine development, treatment, 
and diagnostics,

 � €48.5 million under the EU’s Horizon 2020 
research program,

 � €164 million for small and medium-sized 
enterprises and start-ups with innovative solutions 
to tackle the Covid-19 outbreak.

30 derived from the word “rescue”
31 https://ec.europa.eu/poland/news/181213_resceu_pl
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Between April 7 and 8, a team of European doctors 
and nurses from Romania and Norway were 
dispatched to Milan and Bergamo to help Italian 
medical staff battle the coronavirus pandemic. 
The medical team was deployed there via 
the European Union Civil Protection Mechanism. 
Austria also offered over 3,000 litres of disinfectant 
to Italy under the mechanism. Several EU nations also 
sent protective equipment such as masks, overalls 
and ventilators to Italy. Some others have been taking 
Italian patients for treatment in hospitals in their 
countries.

Also, EU institutions agreed with member states 
to open a network of privileged transport corridor 
to safeguard economic continuity. This has ensured 
the necessary supply chains and the possibility for 
the most needed goods and services to flow within 
the internal market.

The European Commission helped EU nations 
repatriate its citizens stranded all around the globe. 
Since the dawn of the pandemic, roughly 500,000 
people could return home.

2. SUPPORT FOR EU ECONOMY

The European Union put in place a raft of relief 
measures to cushion the economic impact of Covid 19. 
The EU’s common basket of cash or other measures 
included:

1. €37 billion in structural funds under the EU 
cohesion policy for 2014–2020;

2. €800 million in funds under the European Union 
Solidarity Fund;

3.  €3.1 billion in funds to mitigate the Covid-19 crisis;

4. €8 billion in funds under the European Investment 
Fund to provide liquidity to at least 100,000 
business across Europe;

5. €100 billion in funds under the SURE32 scheme 
to support European businesses and employees 
through a series of preferential loans;

6. Flexible EU spending rules – EU nations could use 
funds from:

 � the European Regional Development Fund 
and the European Social Fund to invest in their 
healthcare systems,

 � the European Regional Development Fund 
and the European Social Fund to temporarily 
support national short time working schemes,

 � the European Maritime and Fisheries Fund 
to safeguard the income of fishermen 
and aquaculture farmers affected by the crisis;

7. Flexible fiscal rule to help governments offer 
financial aid to overworked healthcare systems 
and related businesses; 

8. €200 billion in the European Investment Bank 
guarantee fund for small and medium-sized 
businesses as liquidity support measures;

9. €750 billion in funds from the European Central 
Bank to launch a new temporary asset purchase 
scheme of private and public sector securities;

10. A relief package for households and businesses 
across the European Union;

11. Efforts to postpone the entry into force of two 
EU taxation measures and defer certain deadlines 
for filing and exchanging information under 
the Directive on Administrative Cooperation 
(DAC);

12. The European Commission on May 27 unveiled 
plans for a €750 billion recovery fund (Next 
Generation EU), with €500 billion in grants 
and €250 billion in loans to member states. After 
lengthy talks, the frugal five - or Germany, Austria, 
the Netherlands, Denmark, and Sweden - wanted 
member states to be involved in approving 
and disbursing the grants and loans distributed 
under the recovery fund. The money raised 
on the capital markets would be paid back over 
30 years between 2028 and 2058, thus weighing 
heavy on future generations33. 

Certainly EU-wide institutions came with a far late 
response. Notwithstanding that, with joint efforts, 
EU nations could face the Covid-19 crisis with extra 
funds, as well as much-harmonized transnational 
aid. Surely time will tell whether EU-made efforts 
provide fruitful in the arduous battle against the novel 
virus. But exorbitant cash flows - though quick-made 
and based on shaky economic data sets - helped many 
businesses survive the pandemic and barred the virus 
from spreading any further, at least now, like it did back 
in March.

32 Support Mitigating Unemployment Risks in Emergency, or the European extraordinary instrument for temporary support to mitigate 
unemployment risks in emergency 

33 https://ec.europa.eu/info/live-work-travel-eu/health/coronavirus-response/recovery-plan-europe_pl
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NATIONAL RESPONSES  
TO LOCKDOWN EFFECTS

IV

1. CAUSES

As EU governments sought to mitigate the spread 
of the SARS-CoV-2 virus, they opted for an array 
of restriction measures that either put in place a slew 
of movement limitations or ordered social distancing. 
State officials did their utmost not to cut supply 
chains or prevent mass bankruptcies or liquidity 
losses in a move that might create a dramatic surge 
in unemployment rate. The lockdown restrictions took 
a startling toll on the European economy, too, chiefly 
across Italy, or Europe’s first virus-ravaged economy. 
As Italian officials initially had neither knowledge 
of a newly bloomed disease nor adequate procedures 
to address the outbreak, they relied on little verifiable 
reports from communist China. 

In consequence, the novel virus rapidly ripped 
throughout Italian society whose members are 
keen to keep lively social contacts whilst multiple 
generations living under the same roofs accelerated 
the spread of the virus. Despite an uptick in new cases, 
some Italian residents overlooked the peril, seeking 
a nationwide lockdown as somewhat a vacation34. Also, 
hospital wards throughout Italy were being stretched 
thin and the healthcare system was on the brink 
of collapse. A humanitarian crisis broke out: healthcare 
professionals had to choose whom to save, and whom 
leave to die. With a staggering contagion situation, 
state officials put in place draconian measures, with 
the whole country going into lockdown. 

34 https://www.bostonglobe.com/2020/03/13/opinion/coronavirus-cautionary-tale-italy-dont-do-what-we-did/
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Sometime later, Spaniards failed to see the burgeoning 
epidemic as a grave risk, too, mirroring what their 
Italian peers had done shortly before. As Spain 
witnessed a spike in new infections, the country’s top 
officials issued a general confinement. Non-essential 
stores, schools, and universities were shuttered 
by government decrees whilst bans on travels 
and gatherings were imposed. The virus rapidly 
invaded other countries, too. Most learned a lesson 
and imposed a tough lockdown to flatten the curve 
of new Covid-19 cases. Despite all that, the United 
Kingdom and Sweden ordered a confinement much 
later amidst their authorities’ originally being somewhat 
disrespectful of the threat. Suffice it to note that British 
Prime Minister Boris Johnson said the best thing people 
could do to prevent the spread of coronavirus was 
to wash their hands and respect physical distancing 
rules. According to him, schools were to remain 
open whilst people were free to go out whenever 
and wherever they want35. On March 27, Johnson was 
tested positive for the SARS-CoV-2 virus. Just a couple 
of days before, between March 20 and 22, thousands 
of Britons flocked outside to enjoy the spring 
sunshine over the weekend. Shortly after, many were 
diagnosed positive. With the virus being highly harmful 
and causing many fatalities, Johnson eventually 
ordered a national lockdown to halt the contagion36. 
Both top officials37 in the hardest-hit states 
and economists38 agreed that but for these steps, 
states would plunge in a far more acute crisis that 
might bring domino effect-like social and economic 
repercussions in an immediate aftermath39. 

At issue was also a nationwide lockdown in many 
states. A whole array of economic sectors was 
placed in limbo whilst worldwide supply chains were 
either cut or severely restrained. As the pandemic 
squeezed big companies, they reduced or suspended 
operations, and either laid off workers or cut some 
jobs. Some businesses lacked elements they had 
bought outside the European Union, notably in China. 
Of course, some people or companies moved online. 
But there was one overwhelming consequences: many 
people lost their whole income or at least its part. 

With thinner wallets and amidst lockdown anxiety, 
people started buying less, and if so - these were 
mainly groceries and personal hygiene items. No 
longer being able to trade their goods and services, 
many businesses saw their financial liquidity 
gradually collapse. The consequence was imminent: 
a rise in unemployment rate and modest production 
capabilities. As a nationwide lockdown was extended, 
adverse effects only intensified, with the European 
economies being badly damaged.

EU nations agreed on steps to mitigate its socio-
economic impact, both within states and EU-
wide. Countries passed and then ramped up new 
coronavirus relief packages to prevent businesses 
from going bankrupt. State officials made efforts 
to offer never-before-seen economic aid to both 
people and businesses to make the already wheezing 
economy go through this harsh period. First, a set 
of measures was put in place to help frontline 
healthcare professionals in their daily struggle - with 
deliveries of protective gear and other medical 
supplies. However, the key issue was to offer funds 
aimed at protecting jobs in response to the sharp 
decline in economic activity. The top goal was 
to strengthen liquidity to help businesses cope 
with a decline in revenues, support those parts 
of the economy that came to a standstill under 
lockdown, ensure sustainable labour schemes, 
and help households.

EU nations updated their National Reform 
Programmes, a core tool for coordinating economic 
and social policies within the bloc under what is known 
as the European Semester. The EU activated a general 
escape clause in its stability and growth pact. With it, 
EU states can move away from existing fiscal policies, 
despite agreed-upon measures for 2020. In them, 
any steps could not pose a threat to the sustainability 
of public finances in the ensuing years. Once 
harmonized, measures to contain the contagion, save 
jobs and wages, support the liquidity of pandemic-
affected companies and sectors, suspend or diminish 
tax levies were pivotal to revive the wheezing economy. 

35 https://www.theguardian.com/world/2020/mar/23/how-coronavirus-advice-from-boris-johnson-has-changed
36 https://www.newyorker.com/news/letter-from-the-uk/boris-johnson-may-be-a-victim-of-his-slow-response-to-the-coronavirus
37 https://www.technologyreview.com/2020/04/08/998785/stop-covid-or-save-the-economy-we-can-do-both/
38 https://theconversation.com/open-letter-from-265-australian-economists-dont-sacrifice-health-for-the-economy-136686, also https://

www.ft.com/content/e593e7d4-b82a-4bf9-8497-426eee43bcbc
39  Coronavirus: The world economy at risk, OECD Interim Economic Assessment, March 2020, p. 11 https://www.oecd.org/berlin/

publikationen/Interim-Economic-Assessment-2-March-2020.pdf 
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However, with the crisis, state budgets will suffer 
huge losses, followed by a major decline in general 
government balance and a rise in government debt. 
In a number of countries, parliaments have allowed 
governments to exceed binding limits on debt-to-GDP 
ratios in 2020 and to take a less stringent approach to 
the European regulation on budgetary discipline40. 

The following list outlines the most important anti-
crisis measures as divided into three main categories. 

The immediate fiscal impulse touches upon direct 
subsidies, grants, and other cash transfers aimed at 
reviving the economy and stop bankruptcies and 
a rise in the unemployment rate. Secondly, with 
deferrals, state authorities helped businesses keep 
their liquidity levels by relaxing, suspending or lifting 
obligations. The third are other measures to mitigate 
the Covid-19-related recession. The list below displays 
those for some EU countries41.  

2. BELGIUM42

 � Countrywide funds (€66 billion);

 � Funds for Wallonia (€350 million);

 � Funds for Flanders (€2.76 billion);

 � Funds for the Brussels Capital Region  
(€150 million).

2.1. Immediate fiscal impulse:

 � €1.5 billion in funds to aid companies, with the 
state remunerating part of the employee’s salary;

 � €1.5 billion in support for the self-employed that 
experienced lockdown-related difficulties;

 � €2 billion in federal provision to cover extra costs, 
including health care or repatriation of Belgian 
citizens;

 � switching-on allowance for the young unemployed 
to be extended by three more months;

 � relief to independent contractors and businesses 
adversely affected by the Covid-19 crisis, known 
as droit passerelle, 

2.2. Deferrals:

 � €4.5 billion in funds for extending the deadline  
for tax and social payments for natural persons 
and businesses by two months;

 � €4.4 billion in repayment holidays for non-
financial businesses, small and medium-sized 
enterprises, the self-employed, and non-profit 
organizations (upon meeting specified criteria);

 � €4.1 billion in mortgage repayment holidays  
(upon meeting specified criteria);

 � regional tax deferrals (an array of tax deferrals 
in the Walloon region, vehicle tax in Flandres, 
property tax, inheritance tax, road tax for natural 
and corporate persons in the Brussels Capital 
Region);

 � an exemption of the city tax in the Brussels 
Capital Region. 

2.3. Other liquidity and guarantee measures:

 � €50 billion in government guarantees for extra 
loans and lines of credit with a maximum maturity 
of 12 months;

 � free repayment extensions for any existing 
mortgages and loans by September 30, 2020; 
available for revenue-bringing companies  
and the self-employed.

40 Regulation (EU) No 1176/2011 of the European Parliament and of the Council of 16 November 2011 on the prevention and correction of 
macroeconomic imbalances

41 https://ec.europa.eu/info/sites/info/files/coronovirus_policy_measures_28_may_0.pdf oraz https://ec.europa.eu/info/business-
economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/european-
semester/european-semester-timeline/national-reform-programmes-and-stability-convergence-programmes/2020-european-
semester_en

42 https://ec.europa.eu/info/sites/info/files/2020-european-semester-stability-programme-belgium_fr.pdf
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43 https://ec.europa.eu/info/sites/info/files/2020-european-stability-programme-germany_en.pdf
44 https://ec.europa.eu/info/sites/info/files/2020-european-semester-stability-programme-spain_en.pdf

3. GERMANY43

3.1. Immediate fiscal impulse:

 � €100 billion in loans for the acquisition of capital 
instruments and stakes in crisis-stricken 
businesses via the Economic Stability Fund;

 � €55 billion in total for pandemic-control projects, 
including a hospital fund to cover any income-
incurred losses or higher costs;

 � €50 billion in immediate assistance for micro-
enterprises and the self-employed;

 � €10 billion in funds to extend reduced employee 
benefits to retain jobs;

 � €7.7 billion in funds to extend access to social 
benefits (for children or the disabled), no prior 
rules for income tests, adding the self-employed 
to the list;

 � €5.2 billion in extra spending on both statutory 
and long-term health insurance;

 � €3.7 billion in funds for emergency measures 
(protective gear and face coverings, 
research on vaccines, repatriation of German 

holidaymakers);

 � €3.1 billion per year in extra private-sector projects 
(2021–2024);

 � €2 billion in funds to extend venture capital 
financing on start-ups, tech businesses and small 
companies affected by the coronavirus crisis;

 � €33.5 billion in tax measures and other income-
related cuts;

 � €5.9 billion to cover potential claims covered by 
guarantees and securities provided by the Federal 
Government (Stability Program 2020, Table 1);

 � measures implemented by Germany’s Länder:

 � €18 billion in grants and subsidies;

 � €34.1 billion in tax measures and other income-
related cuts. 
 
 

3.2. Deferrals:

 � €70 billion in deferred corporate income tax;  � €430 billion in deferred indirect taxes and social 
insurance;

3.3. Other liquidity and guarantee measures:

 � €366.5 billion in funds to expand existing federal 
guarantees and add new ones;

 � €400 billion in guarantees and funds to tackle 
liquidity issues under the Economic Stabilization 
Fund;

 � €100 billion to refinance large loans;

 � measures implemented by Germany’s Länder:

 � €63.2 billion to extend guarantee frameworks;

 � €12.7 billion in loans.

4. SPAIN44

4.1. Immediate fiscal impulse:

 � €2.9 billion in funds for local governments 
to cover emergency health spending;

 � €1.4 billion in an emergency medical fund;

 � €58 million to finance medical research;

 � €17.9 billion in funds to expand temporary job 
schemes;

 � €1.4 billion in funds for the infected 
or the quarantined so as they receive the same 
benefits as people who are unable to work due 
to work-related accidents;

 � €3.8 billion in emergency allowances for those 
most affected by a state of emergency, notably 
any person who shut their business;
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45 Compañía Española de Reafianzamiento, bank publiczny przy Ministerstwie Gospodarki i Biznesu
46 https://ec.europa.eu/info/sites/info/files/2020-european-semester-stability-programme-france_fr.pdf

 � €100 million in other measures to save jobs 
and protect employees;

 � €25 million in meal allowances for most vulnerable 
children;

 � €300 million in funds for local government 

to mitigate the Covid-19 impact;

 � €800 million in measures to support most 
vulnerable households;

 � €60 million in other targeted measures to aid 
specified sectors, including agriculture;

4.2. Deferrals:

 � € 3.9 billion in deferrals of labour-related taxes, 
social security contributions and other expenses,

 � € 1.2 billion in other payment deferrals, primarily 
related to corporate and personal income taxes;

 � €1 billion to fully suspend VAT payments 
on medical items purchased by public bodies, 
non-profit institutions, and healthcare facilities;

 � €58 million on the deferral and/or flexibilisation 
of utility expenses for businesses and the self-
employed;

 � €5 billion moratorium on mortgage loan 

payments on primary homes for those identified 
as economically vulnerable, facing extraordinary 
difficulties procuring payment as a result 
of the Covid-19 pandemic;

 � guaranteed supply of water, electricity and gas 
regardless of payment to consumers identified 
as vulnerable or at risk of social exclusion;

 � moratorium on rent payments for those tenants 
identified as economically vulnerable whose 
landlord satisfies certain conditions (chiefly 
owning over ten properties) for a maximum 
of four months.

4.3. Other liquidity and guarantee measures:

 � €100 billion in credit guarantees programmes 
for companies and the self-employed, both for 
refinancing and new credit;

 � €10 billion increase in the net borrowing limit 
to increase existing lines of credit;

 � up to €2 billion in guarantees through the Spanish 
Export Insurance Credit Company;45 

 � €1.2 billion in a guarantee programme for 
vulnerable tenants;

 � €200 million increase in a (pre-Covid-19) ICO 
financing facility amounting to €400 million 
to support, through liquidity provision, firms 
and self-employed workers in the tourism sector 
affected by Covid-19;

 � €1 billion guarantee scheme through the CERSA.

5. FRANCE 

5.1. Immediate fiscal impulse:

 � €8 billion for national health system to buy 
necessary resources, including masks, as well 
as to fund exceptional compensations for 
healthcare workers;

 � €24 billion for keeping people employed for 
two-month period, with partial coverage of their 
salaries or wages;

 � €3.76 billion in unspent budget reserves (2019) for 
healthcare facilities;

 � €7 billion subsidies through the Solidarity Fund, 
for small companies with a revenue of less than €1 
million that have lost 50 percent or more of their 
revenue in March 2020 and the self-employed;

 � €2 billion in emergency plan to support start-ups;
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5.2. Deferrals:

 � €16 billion for tax and social security deferrals for 
both businesses and the self-employed;

 � €180 billion in debt repayment moratorium, with 
corporate loans repayments being deferred by six 
months;

 � €3 billion in deferral of utility fees (gas, electricity 
and water) and rent, for small companies with 
a revenue of less than €1 million that have lost 70 
percent or more of their revenue in March 2020;

 � social insurance exemptions for small and medium-
sized enterprises in most-affected areas like tourism, 
hospitality, food services, events, and culture;

 � exemption from income tax and social security 
contributions for overtime worked by employees 
up to a maximum of €7,500 per year;

 � €23 billion of anticipated reimbursement of state 
tax credits and three-months applications for 
start-ups;

 � reduction of the VAT rate to 5.5 percent on masks, 
protective clothing (overalls, hats, gloves, etc.), 
hydroalcoholic gels and all sanitizers.

5.3. Other liquidity and guarantee measures:

 � public guarantee of loans made between March 16 
and March 30, up to €315 billion in total;

 � €2 billion in public loan guarantees, specifically  
for start-ups;

 � €0.5 billion guarantees by internal reallocations 
within budget allocations;

 � €20 billion of credits to strategic economic actors 
to reinforce their capital or debt securities;

 � €925 million increase in the Fund for Economic 
and Social Development’s (FESD) funding 
capacity;47

 � €18 billion for a comprehensive recovery plan  
for tourism.

6. ITALY48

6.1. Immediate fiscal impulse:

 � €2.4 billion in reduced taxes and contributions 
for all firms in severely affected sectors, including 
tourism and leisure, transport, restaurants 
and bars, culture, sports, education, events:

1. suspension of VAT payments and contributions 
in March,

2. 60 percent tax relief on commercial rents,

3. 50 percent tax relief on sanitization costs,

4. deducibility of donations for Covid-19,

5. suspension of expiring tax payments demands 
and tax declarations.

 � €10.4 billion in funds to keep people employed 
and support the unemployed, with the following 
measures:

1. freezing of layoffs for all workers for two 
months, independently on the type of contract, 
where the layoff was opened past February 23, 
including layoffs for economic reasons (for all 
workers);

2. extension of (various) unemployment 
insurance mechanisms for all sectors, regions, 
and employees for all workers;

3. €600 bonus for the self-employed;

4. €100 salary bonus, with cap of income 
of €40,000 for all not-working-from-home 
workers;

5. €600 bonus for working parents.
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 � €3.2 billion in additional healthcare related 
spending:

1. refinancing the National Emergency Fund,

2. extra 20,000 staff in the sanitary sector,

3. extra payroll costs;

4. support for intensive care units;

5. subsidies to firms producing protective 
equipment;

6. requisition from private sector for public health 
purposes of sanitary equipment and facilities;

7. extra medical and nursing personnel 
in the military;

8. cost of the possibility to postpone retirement 
of medical personnel.

6.2. Deferrals:

 � €10.7 billion in grants to the self-employed 
and crisis-hit companies (below €2 million);

 � €220 billion moratorium on all loans 
and mortgages payable in instalments until 
September 30 for all micro, small, and medium-
sized firms;

 � €4.6 billion deferral of VAT payments for April 
and May 2020 for:

 � companies with revenues less than €50 million 
if the fall in income is larger than 33 percent,  
or

 � companies with revenues more than €50 
million if the fall in income is larger than 50 
percent.

6.3. Other liquidity and guarantee measures:

 � €100 billion in loan guarantees by the Central 
Guarantee Fund for small and medium-sized 
enterprises;

 � €10 billion in state guarantee for banks financing 
big and medium enterprises outside the SME 
support fund;

 � €10 billion in incentives to unlock bank 
and businesses liquidity;

 � €200 billion in guarantees to banks that provide 
loans to companies;

 � €200 billion in guarantees for sustaining export, 
with 10 percent of guarantees being provided by 
SACE49 and 90 percent of the guarantees – by 
the state.

7. NETHERLANDS50

7.1. Immediate fiscal impulse:

 � €20 billion to keep people employed with reduced 
hours or no hours of work;

 � €2.45 billion to provide an income to the self-
employed of a maximum of €1,500;

 � €300 million for the administrative implementation 
of the measures for the self-employed;

 � €30 million in reduction of interest of microcredit 
loans;

 � €2.67 billion in emergency support in the form 
of a lump sum of €4,000 for businesses that were 
forced to close doors by government decree;

 � €2.33 billion in fiscal cost related to providing 
interest free tax deferrals and no fine;

 � €650 million in financial support to agricultural 
firms that lost revenues; the state will cover  
70 percent of the lost revenues compared  
with the 2017–2019 period;

 � €0.3 billion in extra spending to support 
the cultural sector;

 � €0.8 billion in extra healthcare spending relating 
to the Covid-19 crisis and for medical research;

 � €170 million in support for parents with young 
children to compensate for not having access 
to childcare.
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52 https://ec.europa.eu/info/sites/info/files/2020-european-semester-convergence-programme-poland_pl.pdf

7.2. Deferrals:

 � €46 billion in three-month tax deferral for income 
tax, wage tax and corporate tax, value-added tax 
on alcoholic beverages, rental and energy tax;

 � reducing administrative and financial burdens for 
businesses;

 � lower income taxes for self-employed 
and employers by allowing more costs to be 
deducted and more flexible counting of hours, 
lower corporate taxes by allowing profits in 2019 
to be offset by losses in 2020.

7.3. Other liquidity and guarantee measures:

 � € 2.7 billion for loans with subsidized interest 
rates for the self-employed;

 � €15 billion of extra credit available due 
to increased guarantee ceiling for business loans 
and ensure availability of credit to firms;

 � €1.4 billion in additional credit available through 
increased state guarantee for bridging loans 
to small businesses will be expanded from 50 
percent to 75percent of the loan;51 

 � €14 million in loan under state guarantees 
for agriculture, with an extra €300,000 
as a guarantee ceiling per agricultural business;

 � €12 billion for the supplier loan guarantee for 
small and medium-sized enterprises;

 � €0.75 billion for providing loan guarantees for 
small businesses, willing to take loans of between 
€10,000 and €50,000;

 � €135 million in an emergency loan 
to the territories of Aruba, Curacao, and Sint 
Marten. 

8. POLAND52

8.1. Immediate fiscal impulse:

 � PLN 7.5 billion in funds to support the health 
sector;

 � PLN 100 billion in the coronavirus relief package 
through the Polish Development Fund, with 
subsidies for micro-firms, small and medium-
sized businesses and large companies, of which 
PLN 60 billion as non-returnable funds as long 
as businesses retain jobs;

 � PLN 2.69 million in funds for companies suffering 
from economic downturn or cuts in working hours 
provided that this applies to 447,500 employees;

 � PLN 7.9 billion in partial subsidies to reimburse 
remunerations and social insurances for micro, 
small, and medium-sized businesses;

 � PLN 3.1 million for the self-employed;

 � PLN 78 million to partly cover remuneration 
of non-governmental employees;

 � increase in monthly subsidies for the salaries 
of employees with disabilities (PLN 217 million 
in 2020, PLN 356 million in 2021 and PLN 395 
million in each subsequent year);

 � PLN 5.33 billion per month in downtime pay for 
persons working on civil law contract or the self-
employed;

 � PLN 2.13 billion in funds to extend attendance 
allowance by an extra 14 days;

 � PLN 1.78 billion to sustain an array of economic 
sectors.

8.2. Deferrals:

 � PLN 115 million to abolish the extension fee 
applicable to deferral of payment or payment by 
instalments of taxes and overdue tax amounts 
that constitute the income of the state budget 
and social insurance contributions;

 � PLN 719 million (2021) in settlement of tax losses 
for PIT and CIT taxable persons who will be able 
to deduct the 2020 loss from the income generated 
in 2019 (but not exceeding PLN 5 million);

 � renegotiating terms and extending bank working 
capital loans;
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 � PLN 9.67 billion to release the self-employed 
and businesses employing up to 9 persons 
covered by social insurance from paying three-
month social insurance contributions;

 � PLN 5.1 billion to exempt companies employing 
between 10 and 49 persons insured from three-
month social insurance contributions;

 � PLN 353 million in funds to exempt farmers from 
retirement contributions in Q2 2020;

 � regional real estate tax exemptions for part 
of 2020;

 � PLN 118 million in cash and in-kind donations 
to healthcare bodies (deductible from income tax 
liability);

8.3. Other liquidity and guarantee measures:

 � rent reliefs for businesses;

 � no obligation to return childcare allowances 
(earmarked from the Labour Fund);

 � PLN 28.4 billion in loans, guarantees 
and warranties;

 � PLN 8.67 billion in one-off loans to cover the cost 
of day-to-day business activity for a micro-firm 
(up to the amount of PLN 5,000).

9. SWEDEN53

9.1. Immediate fiscal impulse:

 � SEK 95 billion in part-time employment scheme: 
the government covers part of remuneration, with 
an employee having their worktime cut by up 
to 80 percent while retaining 88 percent of their 
regular remuneration;

 � SEK 23 billion in sick pay responsibility for two 
months, with the Swedish government assuming 
the entire cost of all sick pay between April 
and late July amid the Covid-19 pandemic. 
The self-employed are eligible for standardized 
sick pays for no longer than 14 days;

 � SEK 5 billion in funds to cover Covid-19-related 
costs incurred by municipalities and regions;

 � SEK 1 billion in support for relevant government 
agencies: Public Health Agency, National Board 
of Health and Welfare, Swedish Agency for 
Economic and Regional Growth, and Swedish Civil 
Contingencies Agency;

 � SEK 2 billion in specific support to the cultural 
sector, sports movements, and local journalists;

 � SEK 319 million in extra funds to make up for losses 
incurred by state-funded cultural institutions;

 � SEK 3 billion in funds to increase lending to small 
and medium-sized firms;

 � SEK 33 billion to temporary reduce social security 
contributions between March and June;

 � SEK 5 billion in temporary discount for rental 
costs for the hardest-hit industries, including 
hospitality and restaurants;

 � SEK 6.4 billion to temporarily relax unemployment 
insurance eligibility requirements;

 � SEK 2.9 billion to fund more places and more 
distance learning at higher education facilities, 
more opportunities for vocational education 
and training for those who lost their jobs 
and need to re-enter the job market;

 � SEK 39 billion in funds for firms that lost 
30 percent or more of their revenues due 
to the Covid-19 pandemic in March and April 2020 
year-on-year;

 � SEK 560 million in extra housing allowance for 
families with children;

9.2. Deferrals:

 � up to SEK 315 billion in deferred social 
contributions;

 � SEK 7 billion in value-added tax deferrals;

 � up to SEK 13 billion to allow small and medium-

sized firms to claim back the preliminary tax paid 
in 2019 and either pay it later or set it off against 
future losses.



Maciej Śmigiel, Jakub Łyjak

41newdirection.online     @europeanreform

54 https://ec.europa.eu/info/sites/info/files/2020-european-semester-convergence-programme-uk_en.pdf
55 English: National Health Service– one of the four National Health Service systems in the United Kingdom.

9.3. Other liquidity and guarantee measures:

 � up to SEK 75 million in bank loans guarantees for 
each small and medium-sized firm.

10. UNITED KINGDOM54

10.1. Immediate fiscal impulse:

 � £42 billion for the job retention scheme;

 � £15 billion for the small business grant schemes;

 � £13 billion for a 12-month business rates holiday 
for all retail, hospitality, leisure and nursery 
businesses;

 � £10 billion of additional funding to the NHS;55

 � £10 billion for the self-employed income support 
scheme;

 � £7 billion for welfare measures, with an increase 
in universal credit standard allowance; 

 � £3.5 billion to ensure rail services continue 
to operate;

 � £1.2 billion to delay by a year the implementation 
of reforms to off-payroll working rules for 
the private sector;

 � £1 billion to increase standard sick allowance 
and remove the minimum floor income as a loan 
requirement;

 � £0.8 billion of extra funding to frontline charities 
across the UK;

 � £0.8 billion to support for small and medium 
sized businesses focusing on research 
and development;

 � £0.5 billion of funding for local authority 
to support vulnerable people;

 � £0.3 billion to scale up start-up support schemes 
(both government and private-funded);

 � £0.1 billion in VAT zero rating from July 31, 2020, 
onwards for personal protective equipment

 � no data available for customs duty and VAT relief 
on imported medical gear

10.2. Deferrals:

 � £30 billion in deferred VAT payments;  � £11 billion in extra tax deferrals;

10.3. Other liquidity and guarantee measures:

 � £330 billion for loan guarantee programmes: 
Coronavirus Business Interruption Loan, Large 

Business Interruption Loan, Corporate Financing 
Facility, and Bounce Back Loan schemes.

11. CONCLUSIONS

What EU governments did to safeguard their 
economies yet generated enormous direct fiscal 
and monetary costs that severely drained national 
budget whilst making them even more indebted. 
Notwithstanding these, coronavirus relief packages 
helped them avoid long-term damage to both 
the economy and public finances. 

EU nations tended to opt for measures to support 
entrepreneurs and private banks by offering them 
loans and guarantees. Most states have aligned their 
strategies to their relief packages, also through state-
owned institutions like Spain’s Instituto de Crédito 
Oficial. Elsewhere, like in Poland, country officials 
offered nothing but a set of public loans, also through 
Bank Gospodarstwa Krajowego, a Polish state-run 
bank, notably to small and medium-sized firms as well 
as the self-employed. 
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The scope of state aid was linked to losses incurred 
amidst the Covid-19 pandemic. EU countries handed 
state relief packages to their hardest-hit industries like 
tourism, food services or a raft of professional groups 
like farmers, with Spain having introduced probably 
the most comprehensive scheme in this respect. 
States often offered loan repayment holidays, too, 
yet few went for non-repayable public aid. Of these 
states, these were just Belgium, Germany, and France 
and could offer these funds to a group of small 
businesses that were either forced to curb operations 
or shut their premises over the staggering pandemic.

State authorities throughout the bloc first 
and foremost earmarked funds to maintain 
employment continuity, with the amount of state 
aid being (in)dependent on/of a slew of factors. For 
instance, seeking to cushion the economic impact 
of the coronavirus, Italy added an extra lump sum 
€600 to all remunerations. Other states rolled out 
a series of extra facilities for any person that lost their 
job, by either adding new categories to the existing 
allowances (Italy) or introducing what was referred 
to as short-time work56, a vital tool in Germany’s 
economic armory against coronavirus. Other 
EU nations, including Belgium, the Netherlands, 
and Spain, enacted a slew of transitional tools for 
the „temporarily unemployed,” or any person that 
dropped out of the job market during the lockdown 
measures. 

All countries of the bloc deferred taxes while 
France enacted some reforms to lower taxes amidst 
the fallout from the coronavirus outbreak.

It is difficult to say who rolled out a better or worse 
series of measures to mitigate the economic impact 
of the pandemic, with just few comprehensive 
reports and analyses being available yet. According 
to a report on Central and Eastern Europe’s fiscal 
and monetary response57, Poland took the boldest 
redistributive measures to ease their businesses 
and employees. 

The following table outlines on- and off-budget 
resources as well as contingent liabilities (Table 3).

Rescue packages differ greatly depending upon some 
country-specific circumstances, including the rate 
and impact of the coronavirus pandemic. Germany 
is the country to have rolled out by far the biggest 
series of measures, both in nominal terms and its GDP 
ratio. Unsurprisingly, it remains the biggest European 
economy, too. What might come as quite as surprise 
is Poland’s being the second-largest spender in its 
GDP ratio. According to Figure 4, Poland is the EU’s 
seventh-biggest economy in terms of its gross 
domestic product. Yet the Polish government stood 
up to the task and managed to offer robust aid 
packages to its businesses though these seemed 
quite modest if compared to other countries 
and their efforts to alleviate the economic impact 
of the pandemic. The United Kingdom came third, 
with a series of measures worth £125 billion, or 6.4 
percent of its GDP. What could come as a surprise 
is that France – Europe’s third-biggest economy – 
delivered a dramatically low-value aid package. Thus 
French businesses could show skepticism over these 
economic relief measures. 

State officials throughout the bloc offered generous 
economic response plans to tackle the pandemic 
that yet has taken a terrible toll on Europe’s already-
indebted economies. Although not all public 
authorities reacted on a similar scale according 
to their capabilities, a joint offensive against the virus 
and support to the economies, combined with 
assistance from European Union bodies, supported 
citizens in the most difficult times and gave 
a strong impetus to markets to recover and return 
to growth. The next chapter gives an insight into 
the effects of both lockdown and national response 
to the pandemic. 
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TABLE 3. NATIONAL FISCAL MEASURES IN RESPONSE TO THE COVID-19 PANDEMIC ARE GIVEN IN BILLIONS 
OF LOCAL CURRENCY (LC BN), BILLIONS OF DOLLARS (USD BN) AND AS A PERCENTAGE OF GDP.

Belgium Germany Spain
LC bn USD bn % GDP LC bn USD bn % GDP LC bn USD bn % GDP

Total on-budget 
(above-the line measures) 14 16 3,4 304 332 9,4 36 40 3,4

Total off-budget (below the line 
measures and contingent liabil-
ities)

52 57 12,1 1 020 1 115 31,5 115 126 10,6

France Italy Netherlands
LC bn USD bn % GDP LC bn USD bn % GDP LC bn USD bn % GDP

Total on-budget 
(above-the line measures) 57 63 2,7 55 60 3,5 31 34 4,1

Total off-budget (below the line 
measures and contingent liabil-
ities)

348 380 16,2 533 583 34 30,6 33,4 4,1

Poland Sweden United Kingdom
LC bn USD bn % GDP LC bn USD bn % GDP LC bn USD bn % GDP

Total on-budget 
(above-the line measures) 166 43 7,4 247 25 5,2 125 155 6,2

Total off-budget (below the line 
measures and contingent liabil-
ities)

112 29 5 230 23 4,8 341 423 16,9

SOURCE: THE AUTHORS’ COMPILATION BASED ON THE DATA FROM NATIONAL AUTHORITIES AND THE IMF FISCAL MONITOR.

Note: LC - local currency. SEK (Sweden), PLN (Poland), GBP (United Kingdom).  
Other countries and the European Union - EUR
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ECONOMIC EFFECTS IN INDICATORS

V

The novel mysterious virus continued to send 
shockwaves throughout the twenty-first-century 
world, imperilling both health care and society, 

as well as encumbering economies across the globe. 
As officials across the European Union sought to bar 
the novel virus from spreading any further, they 
introduced a series of measures to restrict movement 
and curb physical contact. But these two had 
a detrimental impact on the health of the economy 
whilst made most macroeconomic trends collapse. 
The situation on the labour market deteriorated, 
causing a domino effect for public finances. Also, most 
households and businesses were forced to align their 
economic patterns with pandemic-related challenges. 
The coronavirus pandemic forced many businesses 
to stop operating. Those that were free to function had 
to put some cash aside and halt investments to maintain 
liquidity in a bleak future, especially if deprived of their 
revenues or at least their part. Whilst discussing 
a recession, many indicate a sudden drop in economic 
activity just after the outbreak and later, when some 

countries went into lockdown. Output figures dropped 
too, with low employment rates after many workplaces 
stopped operating. Declining sales occurred after 
the demand for most products and services sharply 
went down, with most areas concerned yet except for 
government consumption and investments. Anxious 
of lockdown measures, people started spending less 
and if so, they bought just basic commodities like food 
or personal hygiene items. Household consumption 
is poised to drop by 9 percent, according to estimates58. 
With limited sales opportunities and sustained 
costs, some businesses saw their liquidity dwindle 
considerably. The consequence was imminent: a rise 
in unemployment rate and restrained production 
capabilities. What happened on the market could 
be referred to as a supply and demand shock. With 
supply disruptions came breached supply chains 
and the sudden absence of millions of people from 
their workplaces. A demand element stemmed from 
a diminished consumer demand and dismal investment 
prospects.

SOURCE: MICROSOFT OFFICE

58 European Commission forecast for the European economy in spring 2020
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The economic freeze and lockdown measures could 
even result in bursting street riots. As soon as general 
confinement was issued in some places around 
the world, people felt no major discomfort as they 
seemed largely aware of the challenge. As time went 
by, they got to grasp the crisis and its long-lasting 
nature, with substantial social and economic costs being 
the top consequence. EU and state officials took firm 
steps by putting in place never-before-seen monetary 
and fiscal measures that sought to relax the negative 
impact of the pandemic and ease liquidity flows. Despite 
all these, the economy will take long time to recover. 
The probable scenario for the coming months provides 
for data on a strong decrease in economic activity 
in the second quarter compared to the first in most 
sectors of the economy. Amongst the most crisis-
ridden industries are food services, hospitality, culture 
and leisure, transportation, and trade, all of which got 
a terrible blow along with state-imposed restrictions. 

The third quarter will probably see an increase 
in economic activity, although not to the same rate 
as before the pandemic. Furthermore, many low-
income states – with a somewhat modest economic 
toolbox to cushion the post-pandemic crisis – are 
likely to experience a bigger shock, with blurry pricing 
prospects and exacerbated financial conditions59. 
Perhaps the economy will partly recover past May 
and June, thus after most EU nations relaxed their 
lockdown restrictions yet it is still too early to count 
costs. Yet it is extremely difficult to issue short-term 
forecasts as these involve a high risk of error. With 
many countries relaxing their lockdown measures, 
markets are still looking at the near future as somewhat 
grim and uncertain. This is largely due to forecasts 
of possible relapse in the autumn months and the lack 
of robust data for the last period60. 

1. GROSS DOMESTIC PRODUCT

As a broad measure of overall domestic production, gross 
domestic product, or GDP, functions as a comprehensive 
scorecard of a given country’s economic health. GDP 
is typically calculated on an annual basis, sometimes 
on a quarterly basis as well, and never monthly. However, 
it is worth quoting the forecasts that the European 
Commission makes in advance for the following years 
every autumn and spring. 

The table below (Table 4) provides an insight into GDP 
values in 2019 alongside 2020 and 2021 forecasts. 
The projection has been compiled upon two sources, 
or the statistical annexes for the European Union 
(published in the autumn of 2019 and the spring 
of 2020). The predictions differ between the two 
documents, as adjusted data was added to a newer 
paper to take into account the coronavirus pandemic.

TABLE 4. THE RATIO BETWEEN THE REAL GDP VALUE AND GDP FOR THE PREVIOUS YEAR FOR THE EUROPEAN 
UNION AND SOME SELECTED COUNTRIES BETWEEN 2019 AND 2021

Real GDP

2019
2020* 2021*

as of 2019 as of 2020 as of 2019 as of 2020
Belgium 1,4 1 -7,2 1 6,7

Germany 0,6 1 -6,5 1 5,9

Spain 2 1,5 -9,4 1,4 7

France 1,3 1,3 -8,2 1,2 7,4

Italy 0,3 0,4 -9,5 0,7 6,5

Netherlands 1,8 1,3 -6,8 1,3 5

Poland 4,1 3,3 -4,3 3,3 4,1

Sweden 1,2 1,4 -6,1 1 4,3

United Kingdom 1,4 1,4 -8,3 1,4 6

EU-27 1,5 1,4 -7,4 1,4 6,1

SOURCE: OWN STUDY BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE AND THE EUROPEAN ECONOMIC FORECAST..

* - means the period for which the data is forecasted

59 European Commission forecast for the European economy in spring 2020
60 https://news.cgtn.com/news/2020-06-01/Experts-warn-of-second-wave-of-coronavirus-in-autumn-QXO5p0K1SU/index.html
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The presented data sets were calculated with 
the assumptions that:

1. restrictive measures will be gradually eased,

2. once restrictions are lifted, the pandemic remains 
under control,

3. both monetary and fiscal measures in the EU 
and its nations will effectively mitigate the direct 
impact of the crisis on the economy and limit its 
possible lasting effects.

For the time being, these have been met to a certain 
extent, with a relatively minor risk of error. 
Nonetheless, a new spike in coronavirus might 
rebound later this year. The 2019 forecasts (Figure 
19) did not include a potential pandemic and its 

toll on economies. There is a massive difference 
between these two, showing a huge chasm between 
Europe’s virus-hit economies. Nonetheless, next-year 
figures reveal a considerable jump relative to 2020. 
Though Poland has topped amongst the biggest-
growth countries, its figures are poised to diminish 
significantly, as the indicator represents an increase 
over the previous year. Though a country’s GDP, like 
that of France, is expected to drop by 8.2. percentage 
points (pps) by 2020, any lower-value nominal 
growth than forecast a year before will higher anyway. 
As a result, the more the economy has suffered from 
the coronavirus economic crisis, the higher growth 
percentage it is likely to see next year – as long 
as it is able to recover from the current fallout.

FIGURE 19. DIFFERENCE IN GDP FORECAST FOR 2020 BEFORE AND AFTER THE OUTBREAK OF THE PANDEMIC

SOURCE: OWN STUDY BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE AND THE EUROPEAN ECONOMIC FORECAST.

The 2020 forecasts show a recession trend that 
materialized shortly after the economy had frozen. 
For all the countries above and the whole European 
Union, GDP throughout 2020 is likely to fall by 
significant values year-on year (y/y). Poland’s 
economy, the latest data set claims, will note the 
biggest growth rate of other countries, with a GDP 
decline of 4.3 percent. Lower values are shown in a 
decreasing order, marked by an increasingly brighter 
colour. In turn, Spain and Italy could hit much worse 
numbers, with their expected year-on-year fall in GDP 

reaching 9.5 percent and 9.4 percent respectively. 
Despite such a never-before-seen downturn across 
the European Union that conjured up even that of 
the worst days of the 2008–2010 economic crisis, 
next-year forecasts see the EU economies return to 
a growth path, with France possibly taking the lead 
(7.4 percent GDP growth). Throughout this period, 
GDP within the whole European Union could spike by 
6 percent. However, these year-on-year growths are 
expected to bring far lower GDP rates in 2021 but for 
the coronavirus pandemic. 

1,2 1,5
1,9

1,5

0,7

1,6

3,6

1,6 1,3
1,7

-7,2
-6,5

-9,4

-8,2

-9,5

-6,8

-4,3

-6,1

-8,3

-7,4

-10

-8

-6

-4

-2

0

2

4

Real GDP in 2020 forecast

1,2 1,5
1,9

1,5

0,7

1,6

3,6

1,6 1,3
1,7

-7,2
-6,5

-9,4

-8,2

-9,5

-6,8

-4,3

-6,1

-8,3

-7,4

-10

-8

-6

-4

-2

0

2

4

B
e

lg
iu

m

G
e

r
m

a
n

y

S
p

a
in

F
r
a

n
c
e

I
t
a
ly

N
e

th
e

r
la

n
d

s

P
o

la
n

d

S
w

e
d

e
n

U
n

it
e

d
 
K

in
g
d

o
m

E
U

-
2

7

Real GDP in 2020 forecast

Forecast as of 2019 Forecast as of 2020



Maciej Śmigiel, Jakub Łyjak

47newdirection.online     @europeanreform

2. GENERAL GOVERNMENT GROSS DEBT

Of all macroeconomic indicators, general government 
gross debt rate (hereinafter referred to as government 
debt), or what both national and local governments 
owe to the public and used to show the debt ratio 
of countries, seems to accurately depict the whole 
situation. According to the EU’s statistical office, 
it is the nominal value of total gross debt outstanding 
at the end of the year and consolidated between 
and within the government subsectors. It is defined 

as including outstanding stocks of liabilities 
in the financial instruments currency and deposits, debt 
securities and loans at the end of the reference period.

In addition to the 2018 and 2019 data, the following 
table (see Table 5) provides projections for 2020 
and 2021 published by the European Commission: 
in 2019 and then in 2020, thus after the SARS-CoV-2 
virus outbreak in Europe.

TABLE 5. GENERAL GOVERNMENT GROSS DEBT IN THE EU, THE EURO AREA, AND SELECTED COUNTRIES 
(2017–2021) 

General government gross debt

2017 2018 2019
2020* 2021*

as of 2019 as of 2020 as of 2019 as of 2020

EU 82,1 80,4 79,4 79,4 95,1 78,4 92

Euro area 87,8 85,8 84,1 85,1 102,7 84,1 98,8

Belgium 101,7 99,8 98,6 99,6 113,8 100 110

Germany 65,3 61,9 59,8 56,8 75,6 55 71,8

Spain 98,6 97,6 95,5 96,6 115,6 96 113,7

France 98,3 98,1 98,1 98,9 116,5 99,2 111,9

Greece 176,2 181,2 176,6 169,3 196,4 163,1 182,6

Italy 134,1 134,8 134,8 136,8 158,9 137,4 153,6

Netherlands 56,9 52,4 48,6 47,1 62,1 45,6 57,6

Poland 50,6 48,8 46 45,5 58,5 44,3 58,3

Sweden 40,8 38,8 35,1 33,4 42,6 32 42,5

United Kingdom 86,2 85,7 85,4 84,7 102,1 84,2 101,5

SOURCE: OWN STUDY BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE AND THE EUROPEAN ECONOMIC FORECAST..

* - means the period for which the data is forecasted

So far the general government balance relative to GDP 
has either improved or remained stable like in Italy. 
The 2019 forecasts showed an expected economic 
meltdown for 2020 and a slight continuation of declines 
in most of the selected countries. Also, the European 
Union is likely to keep its current rate whilst for countries 
like France, Belgium, Spain, and Italy, a slight upward 
trend is noticeable, with 0.6 pps, 1 pp, 1.1 pps, and 2 pps 
respectively. In 2021, trends in selected countries were 
expected to continue everywhere except for Spain. Yet 
the average debt-to-GDP ratio within the European 
Union was to drop, also throughout the Euro area, with 
a projected fall by 1 percentage point. 

In line with EU-wide requirements, government debt 
must not exceed 60 percent of GDP. If a country does 
not meet the criterion, it faces an excessive deficit 
procedure that might entail punitive measures to force 
a member state to take adequate action. This is one 
of the criteria for joining the Euro zone, too. Although 
some Euro area countries do not abide by these, they 
do not seem to risk any grave consequences, mostly 
amidst current unusual circumstances.

So far some EU nations have seen their increase 
in the share of government debt in GDP somewhat held 
back with the rapid GDP growth rate. 
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But these numbers are only expected to jump 
massively as a recession is expected to take over. 
In addition, countries, whose export makes up for 
a considerable part of their gross domestic product, 
are most at risk of becoming a victim of a global crisis. 
Thus said, lockdown measures will deepen debt chasms 
within European economies.

These figures have increased dramatically after 
the outbreak of the pandemic. A Greek example 
was added to this list; Greece was the first EU nation 
to achieve the government debt rate roughly a few 
percentage points below the 200 percent threshold 
relative to GDP. Thus said, the projected debt incurred 
by both the general and local government sector 
will be close to double the total value of all goods 
and services made within the country for the whole 
year. In consequence, each year, Greece will spend 
a major part of its state budget on its debt servicing. 
Under this scenario, there are just two countries - 
Poland, with 58.5 percent, and Sweden, with 42.6 
percent - that perhaps will not exceed the 60 percent 
debt-to-GDP threshold. According to estimates, 
the general government balance as a share of GDP 

is positively linked to economic growth when it reaches 
a maximum between 90 percent and 100 percent. 
If this ration surpasses the above-mentioned maximum 
rate, it leads to an economic slowdown in a given 
country61. In 2020, just four countries were within 
the „safe threshold”, with Germany (75.6 percent) 
and the Netherlands (62.1 percent) alongside the two 
states above. Thus the total debt-to-GDP ratio within 
the Euro zone is projected to reach a new peak of close 
to 95 percent in 2020 before decreasing by about 
3 percentage points in 2021 based on a no-policy-
change assumption. The economic impact of Covid-19 
and the necessary response by the state and EU 
authorities will lead to a significant increase in debt this 
year. But according to forecasts, government decline 
might fall a year later, with relief packages in place. 

The chart below (Figure 20) mirrors the table above, 
and encompasses some no-longer-accurate forecasts 
(2019), as indicated by the dotted line. Whilst 
comparing last-year projections and current figures, 
one has a true insight into both economic shifts 
and the mere brunt EU nations had to bear when 
faced with the SARS-CoV-2 pandemic.

FIGURE 20. GENERAL GOVERNMENT GROSS DEBT (% OF GDP), 2018–2021 

SOURCE: OWN STUDY BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE AND THE EUROPEAN ECONOMIC FORECAST.

* - means the period for which the data is forecasted

61 C. Checherita-Westphal, P. Rother, The impact of high and growing government debt on economic growth: an empirical investigation for 
the euro area, European Central Bank, 2010
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3.INFLATION RATE

There are no monthly data sets that would accurately 
pinpoint the post-pandemic economic meltdown, 
at least not for the array of macroeconomic indicators 
as shown above. Thus it is worthwhile to take a closer 
look at inflation and unemployment data sets, 
or clusters that offer regular monthly updates. Inflation 
is defined as the rate at which the general price level 
of goods and services rise, which results in a decrease 
in the purchasing power of a nation’s currency. 

The harmonized inflation rate is based upon the EU-
wide harmonized consumer price index, or HICP, 
a composite measures that depends upon:

 � an observation of changes in prices 
of representatives of consumer goods and services;

 � the weight system based on the structure 
of individual consumption expenditure 
in the households sector with national accounts 
statistics from two years ago.

TABLE 6. MONTHLY HICP-MEASURED INFLATION FOR THE EU AND SELECTED COUNTRIES, JANUARY–MAY 2020.

HICP

01.2020 02.2020 03.2020 04.2020 05.2020 06.2020*

Belgium 1,4 1 0,4 0 -0,2 0,2

Germany 1,6 1,7 1,3 0,8 0,5 0,8

Spain 1,1 0,9 0,1 -0,7 -0,9 -0,3

France 1,7 1,6 0,8 0,4 0,4 0,1

Italy 0,4 0,2 0,1 0,1 -0,3 -0,4

Netherlands 1,7 1,3 1,1 1 1,1 1,7

Poland 3,8 4,1 3,9 2,9 3,4 :

Sweden 1,5 1,3 0,8 -0,2 0,1 :

United Kingdom 1,8 1,7 1,5 0,8 0,5 :

EU-27 1,7 1,6 1,1 0,6 0,5 :

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE AND THE STATISTICAL DATABASE OF THE EUROPEAN CENTRAL BANK..

: - denotes data gaps 
* - means the period for which the data is forecasted

The crisis unleashed a raft of adverse economic effects, 
but not high inflation rates. What it seems that most 
countries should not be fearful of is accelerating 
inflation. The pandemic first triggered a supply 
shock that morphed into a staggering demand shock 
sometime later: with a lockdown-induced lower demand 
prices skyrocketed as supply chains experienced some 
disruptions. With that, what is referred as deflationary 
forces might intensify, with a clear-cut pressure 
to reduce price throughout European countries. Also, 
the HICP-measured inflation rate went down in March 
amidst a sharp decline in energy prices. 

As economic activity faded and grim job market 
prospects curbed possible pay raises, some countries 
saw minor pressure to lower prices. The data presented 
(Table 6) show a huge fall in inflation in March this year, 
when the European economy started to feel the real 
impact of the virus. Both throughout the European 
Union and in some countries, an increase in prices 
soared dramatically, with negative values being 
reported in April in Sweden (-0.2) and Spain (-0.7). 
In May, these were followed by Italy and Belgium. 
The table below shows monthly inflation fluctuations 
on and off under the HICP index (Figure 21). The dotted 
lines indicate the June forecast values. 
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FIGURE 21. MONTHLY HICP-MEASURED INFLATION FOR SELECTED COUNTRIES, APRIL 2019–JUNE 2020.

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE AND THE STATISTICAL DATABASE OF THE EUROPEAN CENTRAL BANK.

. . .  – dotted lines indicate the projected values for June 2020.

Deflation is a general decline in prices for goods 
and services, typically associated with a contraction 
in the supply of money and credit in the economy. 
During deflation, the purchasing power of currency 
rises over time62. However, not everyone wins from 
lower prices and economists often voice concerns 
over possible consequences of falling prices for 
various sectors of the economy - like mass job cuts 
that might unleash a further decline in demand 
and mass bankruptcies. Italy, Spain, Belgium, 
Spain, and Sweden experienced such an economic 
situation after their governments had put in place 
new restrictions. Deflation is triggered, among other 
things, by a disproportionate issue of money in relation 
to economic growth, which in turn affects its supply. 
This is what occurred over the past few months 
when EU member states increase their debt burdens 
to secure their coronavirus rescue packages. Despite 
lower demand for many goods and services, the prices 
of food and personal hygiene items remained high. 
With the more expensive comestible products, 
the inflation rate could not drop any lower. 

Thus central banks massively slashed interest rates, 
making borrowing cheaper. But banks are poised 
to much as loans generate a hefty part of their income.

The May results and the June forecast showed that 
some countries should not have feared deflation 
or excessive inflation. But if the coronavirus crisis 
persists, other states are right to worry. Europe’s 
worst-hit country, Italy should yet take firm action 
to cushion the negative inflation rate. Quite contrary, 
Spain is going the right way to have its economy 
recovered. Although it reached its lowest result in May, 
June forecasts indicate a rapid return to a positive 
trend. Yet Poland faces a completely different problem. 
Despite massive state funding, an increase in money 
supply and close-to-zero interest rates, Poland 
saw a before-crisis pricing level that was amongst 
the highest in Europe. The fall in the purchasing 
power of the Polish zloty relative to inflation may 
have negative consequences in the future if the price 
increase continues to grow.
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TABLE 7. ANNUAL HICP-MEASURED INFLATION RATE FOR THE EU AND SELECTED COUNTRIES, 2019–2021

HICP

2019 2020* 2021*

Belgium 1,2 0,2 1,3

Germany 1,4 0,3 1,4

Spain 0,8 0 1

France 1,3 0,4 0,9

Italy 0,6 -0,3 0,7

Netherlands 2,7 0,8 1,3

Poland 2,1 2,5 2,8

Sweden 1,7 0,4 1,1

United Kingdom 1,8 1,2 2,1

EU-27 1,4 0,6 1,3

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE.

•  - means the period for which the data is forecasted

Yet full-year forecasts (Table 7) for 2020 and 2021 
offer far more accurate results that those in monthly 
data sets. Indeed, 2020 is likely to bring a negative 
inflation rate for Italy (-0.3) though a year later, 
a positive trend will develop, with more optimistic 
tendencies for all countries and the whole European 
Union. Poland takes the lead in both monthly price 
increases and the projected annual HICP values; 

earlier the country had attained higher inflation 
rates, which raised an array of concerns. The crisis 
somewhat „helped” Poland keep its relatively high 
inflation level. In conclusion, the rise in consumer 
prices should not be a problem for the European 
Union in 2020, although if deflation continues, 
there may emerge a risk of a protracted economic 
recession, with Italy being most at peril.

4. UNEMPLOYMENT RATE

Unemployment rate, or the percent of the labour force, 
is yet another indicator to measure any monthly economic 
fluctuations on and off. The virus has changed European 
job markets like never before. Weaker economic activity 
will impair job markets as a whole. The chart below 
presents data for the first five months of 2020.

The sudden drop in demand caused by the outbreak will 
have a significant impact on the labour market. The first 
forecasts said that employment would fall sharply in 2020 
due to massive layoffs during the lockdown period 
and a fall in economic activity and production capacity 
through the bloc’s countries. As state officials rolled out 
a whole series of measures, including short-term job 
schemes, subsidies for the self-employed, and liquidity 
funds for firms to prevent job cuts, these seem to have 
cushioned the negative impact of the economic crisis.  
Yet there is no common denominator for all these 
countries (see Figure 22). 

Some countries like Belgium, Spain, France, 
the Netherlands, and the United Kingdom as well 
as the EU as a whole saw a jump in unemployment rate 
from February onwards, as the coronavirus pandemic 
ravaged them all sometime later this year. Spain took 
the lead, with its unemployment rate at 13.6 percent 
in February and 14.3 percent in May. Amongst these 
countries there were some whose month-to-month 
unemployment ratio did not change, including Germany 
(0 pps in April), France (0 pps in March), and the EU-wide 
average (0 pps as of March). These could arise from:

1. a minor impact of the coronavirus pandemic 
on the EU labour market (yet unlikely),

2. a blow to the economy to occur in April and later,

3. efficient relief packages (quite likely, with massive 
cash injections to European economies). 
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FIGURE 22. UNEMPLOYMENT RATE AS THE NUMBER OF PEOPLE IN THE LABOUR FORCE FOR THE EUROPEAN 
UNION AND SELECTED COUNTRIES, JANUARY–MAY 2020.

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE.

Surprisingly, some countries witnessed a decline in their 
respective unemployment rates. Yet Poland and Sweden 
got little affected by the crisis if compared to other states; 
nonetheless, after the latter country received a blow 
from the novel virus in April, it saw its unemployment 
rate jump to 7.9 percent and 9 percent a month later. 
Back then, Sweden reported the biggest number of new 
infections. Its increase in the unemployment rate by 
1.8 pps in May was also the biggest shift of all other 
countries in the table, relative to January numbers. 
In May, some countries saw a drop in their jobless 
figures, possibly after unfreezing their economies. Most 
surprisingly, Italy’s unemployment rate dropped steeply 
to its months-long lowest, as people stopped looking for 
work due to the coronavirus emergency63. The jobless 
rate proved as an indicator somewhat little efficient 
as it does not measure people who are not looking for 
work or those that are not labelled as unemployed. With 
these flaws in the monthly ratio, it is much more reliable 
to observe annual unemployment levels. Thus if home-
staying people refused to search for job amidst lockdown 
restrictions, they were not measured as unemployed. 
In the May data set, Italy saw a month-on-month increase 
by 1.4 percentage points, thus there were more job 
seekers.

In June, many countries eased their economic 
restrictions. As a result, many people who have 
lost their jobs will start looking for something new 
or register as unemployed when they cannot find 
anything. Those who are most vulnerable to these 
fluctuations are precarious workers and young people, 
unable to spot their first job. Forecasts say that 
demand in the economy will increase in the second 
half of 2020 and will continue to grow also in 2021. 
This may be positive for the job market, with a drop 
in the unemployment rate to happen next year. 
However, this recovery may see some delays - 
as businesses will need time to get back on track. 
Nonetheless, before the economy recovers from 
the recession and gets back on its feet, many people 
will remain jobless and often count on state aid, 
a situation that will certainly strain the already burdened 
European public budgets. Thus unemployment rate 
is forecast (Table 8) to boost sharply, with a next-year 
decline. In Spain, these numbers would top record-
high 18.9 percent in 2020 and 17 percent in 2021. By 
late 2020, roughly one in five person amongst Spain’s 
working population will be jobless. This might bring 
terrible consequences for the whole economy. Germany 
is poised to see a slight 0.8 percent growth against its 4 
percent unemployment rate. 
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With other economic results, the country seems 
to have dealt outstandingly well in the coronavirus 
emergency. Also, Poland, Sweden, and the United 
Kingdom were a bit of a surprise, with growth of no 
more than just several percent. This might arise from 
the fact that their economies rely on migrant workers. 
After the coronavirus pandemic took a firm grip 
on Europe, many citizens came back to their native 
states. In consequence, many businesses lacked 
manpower, and thus had restrained capabilities, 
in a move that unleashed a chain reaction, with many 
people losing their jobs. The EU-wide unemployment 
rate is expected to rise by 2.3 pps from their record-

lowest to the baseline from four and five years ago, thus 
erasing years-long efforts that both EU bodies and state 
officials had taken to mitigate high jobless rates. 
Compared with 2016 data sets, individual countries will 
suffer an even greater decline in employment. Perhaps 
with 9 percent of the EU’s working population that 
might get jobless in 2020, some of the bloc’s states 
will struggle with a major drop in their production 
capacities, and their economies will need more time 
to recover. What is yet an optimistic signal is that 
the unemployment rate could witness a relatively rapid 
decline next year. Thus the coronavirus crisis might not 
take a severe toll of the EU economy.

TABLE 8. UNEMPLOYMENT RATE FOR THE EUROPEAN UNION AND SELECTED COUNTRIES, 2016–2021 

Unemployment rate
2016 2017 2018 2019 2020* 2021*

Belgium 7,8 7,1 6 5,4 7 6,6

Germany 4,1 3,8 3,4 3,2 4 3,5

Spain 19,6 17,2 15,3 14,1 18,9 17

France 10 9,4 9 8,5 10,1 9,7

Italy 11,7 11,2 10,6 10 11,8 10,7

Netherlands 6 4,9 3,8 3,4 5,9 5,3

Poland 6,2 4,9 3,9 3,3 7,5 5,3

Sweden 7 6,7 6,4 6,8 9,7 9,3

United Kingdom 4,8 4,3 4 3,8 6,7 6

EU-27 9,1 8,1 7,2 6,7 9 7,9

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE.

5. FINANCIAL MARKETS

The Covid-19 crisis sent shockwaves across global 
and European financial markets. In general, the stock 
exchanges are in some way a mirror of the state 
economy; they tend to reflect sharp deterioration 
in economic and profitability prospects as their 
listings go down. Financial markets are most fearful 
of precarious situations. When a mysterious virus 
delivered a blow to the European economy, both 
people and businesses had no idea what the future 
might hold. Lockdown measures were real yet no one 
knew how long they might be in place. In mid-March, 
with new measures, the novel virus dragged stock 
exchanges across Europe into the red. They saw the 
fastest-ever sell-off since the 2008–2009 financial 
crisis, with stock exchange slumps being comparable 
to those of the 1920s. 

As state officials throughout Europe announced 
coronavirus rescue packages to shield private 
businesses from going bankrupt, financial markets felt 
somewhat stabilized.

The charts below outline Europe’s biggest stock 
market index: Germany’s DAX, UK’s FTSE 250, and 
France’s CAC 40. Despite gaps between these three 
economies, the chart looks almost identical for them. 
This arises from comparable market conditions, with 
lockdown measures and a grim situation throughout 
stock exchanges worldwide that resemble a closed 
system. This paints a picture of never-before-seen 
panic on the financial markets. As the United Kingdom 
was late to issue a general confinement, its stock 
exchange market also saw a slump, but later than 
elsewhere in Europe. 
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FIGURE 23. STOCK EXCHANGE LISTINGS IN JUNE 2020, FROM THE TOP: DAX, FTSE 250, CAC 40.

SOURCE: STOOQ.PL

6. TRADE

The novel virus badly damaged many areas of 
the economy, including international trade. As 
the outbreak took a grip on Europe, the markets 
worldwide saw the supply shock as the pandemic 
ripped Chinese-clouted supply chains. As the first 
country in the world, China had its economy shut to 
tackle the health crisis. In consequence, they halted 
all production and were unable to deliver supplies to 
businesses worldwide. Europe saw it as the very first 
sign of problems that had yet wreaked international 

markets earlier this year. Many EU-based firms had 
no elements to continue further operations. Some 
businesses went bankrupt while others managed to 
find local contractors. Sometime later, Europe saw 
the spread of the novel virus across the continent, 
with nationwide confinements being issued. As many 
states ordered to shut their borders whilst the number 
of investing activities went down, international trade 
suffered major losses.
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FIGURE 24. WORLD TRADE IN GOODS

ŹRÓDŁO: SEKRETARIAT WTO

Last year, the EU’s international trade levels 
diminished amidst weaker demand and strained trade 
ties, including the U.S.-China trade war, slow economic 
growth, and trade uncertainties across the globe. 
There are two probable scenarios on how events 
might unfold on global markets (Figure 24). Under 
the optimistic scenario, sharp declines might occur 
throughout 2020 before they are cushioned by next-
year recovery efforts that yet may take place later this 
year. A worse case projection shows that economies 
will suffer far more severe drops and will take more 
time to recover. As the not-too-distant future remains 
grim, it is far from being a robust forecast, but 
rather as an attempt to estimate what might occur. 
The reality could look far different. In June, when 
many countries dropped their lockdown measures, 

many thought this would prompt a recap for trade 
worldwide. But each day brings new infections, with 
a plausible second wave of coronavirus in the autumn. 
Quite unfortunately, trade figures never recouped 
to their earlier trend after the economic recession 
that haunted the globe last decade, as marked with 
the dotted grey line on the chart. As trade figures 
fell last year, thus before the world learned about 
the SARS-CoV-2 virus, it is not a foregone conclusion 
that these figures will return to the previous trend. 
Most trade data sets may overlook the economic 
impact of the coronavirus pandemic as there is no 
full data for the past few months, but some both 
current and anticipatory indicators offer a glimpse 
in the projected economic meltdown as well 
as compare it to earlier crises64. 
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TABLE 9. EXPORT GROWTH RATE IN MONTH-TO-MONTH RATIO (M/M-12) IN EU MEMBER STATES (INTRA-EU27) 
AND OUTSIDE THE BLOC (EXTRA-EU27) FOR SELECTED EU STATES, JANUARY–MARCH 2020.

Export (m/m-12)
Intra-EU27 Extra-EU27

2020M01 2020M02 2020M3 2020M01 2020M02 2020M3
Belgium -1,3 -2 -12,9 1,1 9,2 -5

Germany -0,2 0,7 0,8 -3,7 0 -17,6

Spain 4 2,5 -17,9 -2,1 3,7 -12,6

France -2,7 1,3 -16,5 -7,1 -5,3 -15,8

Italy 0,7 8 -12,2 4 5,9 -14,7

Netherlands 3,6 -0,8 -6,3 6,5 4,7 -8,6

Poland 2,7 5,2 -11,5 7,9 9 -0,7

Sweden -0,5 1,2 -10,8 3 6,4 0,8

ŹRÓDŁO: OPRACOWANIE NA PODSTAWIE DANYCH EUROPEJSKIEGO URZĘDU STATYSTYCZNEGO.

The table above (Table 9) displays exports into 
the European Union and elsewhere in selected 
countries in the first quarter of 2020. Table cells 
in red mark negative values whilst green ones stand 
for positive values. In January, EU nations traded 
well with other EU countries despite slight declines 
in France (2.7 pps), Belgium (1.3 pps), Sweden 
(0.5 pps), and Germany (0.2 pps). Also, trade 
across the globe saw a massive shockwave from 
the coronavirus outbreak in China. Some countries 
did not feel it that much but Germany saw its year-
on-year non-EU export figures drop by 3.7 percent. 
Interestingly, Poland noted the biggest positive values, 
with the country’s intra- and extra-EU export number 
having seen a hefty growth throughout the first two 
months of 2020. Perhaps this stemmed from the fact 
that the Polish zloty significantly lost value against 
other currencies, notably the euro and the dollar. 
The weaker is the country’s currency, the more 
competitive its products are on the international 
market. 

There is one more thing behind it: until mid-March, 
Poland did not see major effects of the pandemic 
and thus could develop its trade whilst other states 
had already rolled out a set of lockdown measures 
to contain the novel virus. Sweden saw the same 
scenario as it was the sole EU country to record 
month-on-month extra-EU export number in March. 
Besides, all analysed - excluding Germany - countries 
reported a decline in extra-EU exports and intra-
EU number. This is, of course, due to a general 
confinement issued earlier than month that dwindled 
output capacities whilst border closures impeded 
transport corridors. Elsewhere than in Europe, 
the virus affected the ready markets in the countries 
in question. In March, Spain reported its record-high 
month-on-month decline in intra-EU trade figures, 
and Germany recorded a similar trend in its extra-EU 
trade numbers. But France seems to have sustained 
the biggest export-related losses. For all these 
months, the country has been in the red, both with its 
intra- and extra-EU export numbers.  
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TABLE 10. IMPORT GROWTH RATE IN MONTH-TO-MONTH RATIO (M/M-12) IN EU MEMBER STATES (INTRA-EU27) 
AND OUTSIDE THE BLOC (EXTRA-EU27) FOR SELECTED EU STATES, JANUARY–MARCH 2020. 

Import
Intra-EU27 Extra-EU27

2020M01 2020M02 2020M3 2020M01 2020M02 2020M3
Belgium -4,2 -4,3 -15,8 2,4 1,9 -7

Germany -2,3 -0,1 -0,9 -0,2 -7,3 -10,8

Spain -1,1 5,4 -14,7 -2,4 -4,4 -18,8

France -0,7 -1,7 -16,9 -4,1 4,1 -18,8

Italy 1,8 1,8 -15,5 1,6 -4 -21,7

Netherlands 1,5 -2 -6,3 1,5 -0,6 -9,8

Poland -0,2 2,8 -6,3 11,5 -5,8 -4,3

Sweden -6,4 -3,2 -3,7 -8 -2,8 -7

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE.

France suffered comparable import-related losses 
(Table 10). Table cells in red mark negative values 
whilst green ones stand for positive values. Besides 
an increase in its intra-EU month-on-month import 
numbers in February 2020, the country recorded 
negative trends in the months that followed. As far 
as import-related data sets are concerned, few 
countries saw month-on-month jumps. In term 
of year-on-year growth, Poland yet again took 

the lead, with an 11.5 percent increase in extra-EU 
imports in January, thus before the pandemic spread 
across the continent. But despite some „green spots” 
in few states, many countries recorded a year-on-year 
decline in both intra- and extra-EU import values. 
In both respects, Europe’s hardest-hit states like 
Spain, France, and Italy saw double-digit slumps, with 
Belgium reporting intra-EU trade losses and Germany 
having suffered much in its global import score.

TABLE 11. TRADE BALANCE IN EU MEMBER STATES (INTRA-EU27) AND OUTSIDE THE BLOC (EXTRA-EU27) FOR 
SELECTED EU STATES, JANUARY–MARCH 2020 (IN EUR MILLION).

Trade balance (in million EUR)
Intra-EU27 Extra-EU27

2020M01 2020M02 2020M3 2020M01 2020M02 2020M3

Belgium 2992,6 2513,7 2182,1 -1677,9 108,9 -443,3

Germany 2461,4 688,9 2415,3 11813,7 20303,9 15201,7

Spain 637,5 -336,2 -1199,9 -4092 -1685,9 -1223,1

France -8845,5 -7994,3 -7591,5 16,3 1604,8 3298,4

Italy -394,1 1018,3 602,7 939,4 5068,2 5082,4

Netherlands 16674,3 14683,5 14930,9 -11530,5 -7623,7 -7603,2

Poland 2189 1670,2 729,4 -1967,9 -951,6 -846,6

Sweden -868,7 -962,8 -1624,7 1955,5 2172,3 2024,6

SOURCE: COMPILATION BASED ON DATA FROM THE EUROPEAN STATISTICAL OFFICE.
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Despite month-on-month declines in most states, 
some countries saw positive trade balance (Table 
11). That stems from its feature as being calculated 
as the difference between export and import values. 
Trade surplus is a situation in which the value 
of goods that a country exports is more than the value 
of goods it imports, or the size of this difference. 
A positive balance indicates a foreign demand for 
goods produced by a given country, far higher 
than what a country purchases from abroad. With 
negative trends, a country may find it difficult to sell 
domestic products abroad. An export-over-import 
surplus is proof of the stability and competitiveness 
of an economy, while a prolonged negative difference 
between imports and exports can lead to problems 
of economic growth and currency value. Though in its 
extra-EU trade balance sheet, the Netherlands noted 
a clear advantage of its imports over exports, far 
higher values within the bloc allow its nations to add 
a considerable trade surplus. France posted a major 
trade deficit, with €8.8 billion worth of balance 
in January and €7.5 billion in March that it yet failed 
to cushion with extra-EU trade. Other countries had 
rather good values despite the ongoing pandemic. 
The table below depicts global trade balance 
as a total of intra- and extra-EU deals (Table 12). Table 
cells in red mark negative values whilst green ones 
stand for positive values.

TABLE 12. GLOBAL TRADE BALANCE FOR SELECTED 
EU STATES, JANUARY–MARCH 2020 (IN EUR MILLION).

Trade balance (in million EUR)
Global

2020M01 2020M02 2020M3
Belgium 1314,7 2622,6 1738,8

Germany 14275,1 20992,8 17617

Spain -3454,5 -2022,1 -2423

France -8829,2 -6389,5 -4293,1

Italy 545,3 6086,5 5685,1

Netherlands 5143,8 7059,8 7327,7

Poland 221,1 718,6 -117,2

Sweden 1086,8 1209,5 399,9

SOURCE: COMPILATION BASED ON DATA  
FROM THE EUROPEAN STATISTICAL OFFICE

Only the sum of the two amounts shows how good 
of a situation that Germany, Italy and the Netherlands 
are in. Their trade surplus is several (Italy, Netherlands) 
or even twenty (Germany) billion euros. As far as trade 
balance is concerned, Spain and notably France seems 
somewhat affected by the coronavirus emergency.

As countries are keen to ease their lockdown 
measures, many expect that the global economy 
recover sometime soon whilst trade exchange gains 
momentum later this year. But these are far from being 
projections on a robust recoup, a somewhat unlikely 
situation with still-existing uncertainty, slow recovery 
of supply chains, and with many companies having 
already gone bankrupt.
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IMPACT ANALYSIS

VI

The sweeping Covid-19 pandemic has delivered 
a mass shock worldwide. Not so long ago, 
EU nations felt shaky over Brexit yet devised 

grandiose plans, hoping that nothing would ever send 
any more shockwaves throughout its well-ordered 
world. Yet 2020 has really brought home a new reality. 
Only after tensions ran high between the United 
States and Iran, an earthquake hit Turkey, bushfires 
have ripped through Australia whilst the United 
Kingdom signed its landmark divorce deal with 
the European Union, the world had to face yet another 
challenge: a global epidemic that many states seem 
to have shrugged off back in March this year. But 
the novel virus haunted all countries across Europe, 
being a stiff test for healthcare facilities, state officials, 
and people. Many became jobless or lost their loved 
ones, with their plans being somewhat plunged 
in uncertainty. 

Europe had to confront a crisis like no other ever. 
The outbreak of the virus, which began in Wuhan, 
China, has sickened the whole world and overwhelmed 
healthcare systems across the globe.

As the virus arrived in Europe, EU nations, followed 
by EU institutions, took firm steps to curb the further 
spread of the disease. Schools, universities, 
and workplaces were ordered to shut. People were 
banned from travelling or gathering whilst forced 
to stay at home. Life as we know it stopped for a while 
whilst the economy was put into the hibernation. EU 
nations dealt with the novel virus to a different extent. 
Some – like Italy or Spain – could not bar the virus 
from penetrating the nation despite draconian 
measures because of their societies being somewhat 
disrespectful towards the threat. 

SOURCE: FLICKR.COM
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France and the United Kingdom then followed suit. 
Although Germany, the Netherlands, and Belgium 
rolled out a set of adequate measures, they were late 
to react, with a six-digit number of total infections. 
Poland did quite well: it was quick to impose 
restrictions and put under confinement any person 
that might have had contact with the infected 
as soon as the first known case was confirmed65. Ever 
since the coronavirus emerged in Europe, Sweden 
has captured international attention by allowing 
life to carry on largely unhindered until the virus 
started to spread rapidly. Sometime later, the country 
tamed the virus because of the relatively unique 
demographics in Sweden and its low population 
density.

Lockdown restrictions tightened household budgets 
as well as those of businesses and countries. 
Desperate to cushion the economic shock 
of the pandemic, state officials and EU bodies 
issued billions-worth monetary and fiscal resources. 
A huge money injection proved efficient yet failed 
to halt the steep recession. With adequate measures 
in place, the virus lost momentum whilst the curve 
of new infections eventually bent, allowing healthcare 
facilities across the globe to bear its brunt. In May 
and June, many nations began to ease their austerity 
measures despite daily spikes in locally transmitted 
Covid-19 cases. But this is far different that what 
Europe had to go through back in late February.

So June 2020 comes somewhat as a post-coronavirus 
period, with countries, their economies, businesses, 
and people returning to „normality.” The past few 
months left vivid memories: the dawn of the crisis, 
the first restrictions, Europe’s painful clash with 
a new reality, healthcare professionals in their 
struggle to stop the virus, people who woke up 
in a new world, the infected, the dead, and their loved 
ones, fear that overwhelmed us all, arduous efforts 
to contain the spread of the virus, through the easing 
of restrictions. Now it is time to consider what a new 
post-pandemic world might look like.

Whilst making efforts to evaluate the Covid-19 
effects, one should trace back the 2018 slowdown 
in both world and European economies that marked 
the following year. 

Tensions running high between the United States 
and China, and the Brexit conundrum encumbered 
the European economy, triggering a trade slowdown, 
notably in Germany and France that much relied 
on their export figures. This is how 2020 began. 
Despite tough condition prior to the coronavirus 
outbreak, experts say the economic downturn 
– no matter how deep – is temporary whilst 
the ensuing years will bring growth. More and more 
countries are easing their confinement measures, 
with their economies reviving. In line with this, 
the crisis will not begin an overall trend that might 
result in the recession in the years that follow. 
Surely the European economy has achieved this 
with enormous health and economic efforts. 
In the aftermath, the economy should then crawl 
from sharp decline to steady jumps. But economic 
development will be much slower than ever before. 
Also, this bases on the assumption that there will be 
no second spike in new infections in the autumn. 

Weaker economic activity will deteriorate job 
markets as a whole. The number of the jobless will 
go up, with impaired dynamics of nominal wages, 
though a set of measures aimed at mitigating these 
negative trends helped curb this. With lower income 
comes a decline in the purchasing power. This will 
result in a fall in consumption and a continued lower 
level of demand, preventing trade and economies 
from developing any faster. Private consumption, 
or the pillar of the EU’s economic growth over 
the past few years, is poised to go down by 9 
percent, both within the Euro area and the bloc 
by 2020, according to European Commission 
estimates66. The volume of world trade, which prior 
to the outbreak of the virus already showed its 
weakest growth since the financial crisis in 2008 
and 2009, will deteriorate further. 

EU nations might see a massive drop in their 
respective gross domestic product rates in what could 
be just one of the consequences. In addition to the so-
called demand shock, there is also the problem 
of supply shock, which, although dominated by 
the former, has had a significant impact on overall 
economic change. 
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Production volumes decreased when plants were 
closed due to state restrictions, absence of employees 
due to illness or failure to receive necessary 
components. Many companies have gone bankrupt 
or reduced their production capacity. As businesses 
started to lose suppliers and customers, they had 
serious liquidity problems. They often chose local, 
albeit more costly, suppliers to resume production 
and renew their supply chains. Higher costs with 
reduced demand are a step towards reducing business 
opportunities. Thus said, businesses will take time 
before hitting their pre-crisis path.

As households and firms suffered liquidity-
related issues, private investments remained rare. 
The sweeping pandemic depleted cash reserves 
in many companies, notably small and medium-
sized ones that were forced to shut. Many companies 
have gone bankrupt and even more people have 
lost their jobs. It would be a long-lasting task to fill 
in the market gap after so many jobs disappeared, 
and may take up to 2021. 

If public finances also suffer from the crisis, this 
will be due to massive outlays on the battle against 
the virus and efforts to save both the job market 
and businesses that many countries gained by 
boosting their government debt. Other measures 
like the economy freeze, trade restrictions, 
and ban on movements exerted a negative impact 
on consumption and incomes of businesses 
and employees, thus taxpayers. In consequence, state 
budgets will see lower revenues. High indebtedness 
levels, both in the private and public sector, can impair 
financial stability and macroeconomic performance.

The European Commission’s proposed coronavirus 
recovery fund for EU member states (New Generation 
EU) implies an unexpectedly generous package 
for countries that could significantly benefit their 
economies. The €750 billion recovery plan would 
use an unprecedented scale of joint debt incurred 
by the bloc’s member countries in a bid to revive 
economies decimated by the coronavirus while 
bridging any economic gaps. The plan is to turn 
the plan into a bond-buying scheme. The recovery 
fund proposal is currently split between €500 
billion in grants and €250 billion in loans67. It comes 
as a compromise solution to an acrimonious spat 
between Europe’s hardest-hit countries – Italy, 
France, Belgium, Greece, Portugal, Spain, Ireland, 
Slovenia, and Luxembourg (collectively known 
as southern and western Europe) – and the northern 
European four of Germany, Austria, Finland, 
and the Netherlands. Countries in Southern Europe 
called for grants, also amidst their poor economic 
situation. But countries in the North have balked 
at this idea as they were fearful that many heavily 
indebted countries in Southern Europe have to deal 
with an economic collapse on an unprecedented 
scale68  But future generations will be those that are 
poised to pay off the debt in a move that will severely 
affect their lives.
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A FORECAST ATTEMPT

VII

Before trying to answer „what’s next,” one 
should notice that not-too-distant future 
is uncertain. Thus predicting the future is very 

risky. Indeed, efforts to predict and assess potential - 
and accurate - effects of the crisis are pivotal for any 
decision-making processes, both for governments 
and transnational bodies, as well as they weigh 
heavily on businesses and lives of many people 
around the globe. Notwithstanding this, the economy 
is a far complex phenomenon, with its path being 
determined by a slew of factors, including decisions 
made by millions of people inhabiting a given area, 
as well as external ones - weather, ecology, or seismic 
events. Of course, some economic phenomena could 
be measured by a raft of indicators - as those shown 
above - yet these may carry the risk of error, all 
the more that this bleak outlook is subject to great 
uncertainty. Nonetheless, this does not refrain anyone 
from making an attempt to asses the whole situation, 
yet it is vital to remain cautious whilst formulating any 
assumptions - as the modern, intertwined economy 
has never experienced a similar pandemic.

There are several reasons behind uncertainty. First, 
little is known whether a raft of fiscal and monetary 
measures prove effective. New data sets will be 
available sometime later - in the ensuing months 
or maybe next year - and only then efforts could be 
taken to assess whether these measures brought 
benefits or not - the more that their costs will 
exert a long-lasting impact on European politics 
and society. Also, it is also difficult to determine 
how quick it will take for the economy to get back 
on track. According to available projections that 
saw the easing of lockdown measures and the end 
of pandemic, with no second wave in the autumn, 
all businesses sectors will suffer meltdown 
in the second quarter of 2020, thus when the novel 
virus attacked most. The very same forecasts say 
that the economy is likely to experience a slow 
yet steady recovery throughout the second half 
of the year, albeit it might operate differently than 
ever before. 2021 is expected to bring an economic 
recoup and further growth yet how big these will be 
varies upon a forecast.

SOURCE: MICROSOFT OFFICE
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The current novel coronavirus pandemic is likely 
to ebb around autumn this year. Though researchers 
have offered much new data on the novel virus, 
some information is still missing. There is no 
specific data on the extent to which seasonal 
tendencies apply to Covid-19, its tendency to mutate, 
or likeliness of becoming sick again after recovering 
from the initial illness. But there is deep uncertainty 
about its epidemiology, and this is what prevents 
economists from assessing potential risks. Likewise, 
it is difficult to make long-term predictions on how 
the virus could spread.

First and foremost, the coronavirus crisis could shed 
spotlight on economic lapses between EU nations 
that will re-enter their development path unevenly. 
This might be due to a slew of factors, including 
pre-crisis economic preconditions, austerity 
measures, and how accurate these were to tackle 
the coronavirus conundrum. Another key thing 
is that EU economies centre on different aspects, 
some of which being more industrialized, and others 
- service- or tourism-reliant. Export- or services-
dependent countries and regions, as well as those 
with myriads of small businesses, are at much bigger 
risk than others. As long as national governments 
take uncoordinated steps that focus solely on their 
own interests, countries might see their deepening 
chasms fully entrench in their economic systems. 
As hefty economic intertwines exist between EU 
nations, a partial recovery in one country could 
hinder its peers. In late January this year, Britain 
left the EU and entered the transition period. 
When it ends, economic growth both in the United 
Kingdom and across the bloc will slow down.

Not all states have tamed the pandemic, though. 
Many countries still report hundreds of new 
infections every day. France and Spain see new 
coronavirus clusters whilst the SARS-CoV-2 virus 
continues to span across the globe. Fears are that 
EU nations will get used to the novel virus whilst 
the disease might stir up a new crisis.

There has emerged a new issue amidst 
the virus and its features. The SARS-CoV-2 virus 
is now mutating. Furthermore, the airborne route 
of transmission is very possible. 

Before the virus was said to spread via tiny 
respiratory droplets that linger in the air. But 
even without this, changes to the virus’s genetic 
material would make it continue to blaze a path 
of destruction across the globe as it spreads easily 
worldwide69.

The pandemic sparked a rise of euroscepticism 
among European nations amidst the EU’s slow 
reaction to the burgeoning Covid-19 pandemic. 
All in all, EU nations were left to their own 
devices. As the virus spread rapidly, healthcare 
facilities fell short of indispensable medical gear. 
EU member states showed no solidarity as they 
preferred to safeguard their interests. This is what 
happened in Italy whose desperate calls for relief 
remained unanswered. Whilst Italian society were 
abandoned in their struggles to curb the spread 
of the virus, pandemic sparked an anti-EU shift 
in public mood in what could shake Rome’s ties 
with the European Union or even prompt the push 
for quitting the bloc. A poll found that there was 
a rising feeling among Italians who sought to leave 
the bloc, dubbing it unnecessary, or displayed 
lingering resentment towards countries like France 
and Germany. The latter state banned the export 
of medical protection gear to avoid supply shortages 
of masks, gloves and suits, and France imposed 
limits on the export of protective masks and other 
items whilst lambasting EU officials over their calls 
for solidarity among member countries70. 

Quite surprisingly, China and Russia dispatched 
medical aid to Italy and other coronavirus-stricken 
countries in a move that helped their image 
and strengthened Eurosceptic moods. In mid-
April, European Commission President Ursula von 
der Leyen offered an apology to Italy on behalf 
of Europe, admitting that it had not been by its side 
since the beginning of the crisis. It is only with time, 
however, that the European Union made a display 
of its strength, with new acts of solidarity from EU 
nations. France donated one million masks to Italy, 
and the Czech Republic distributed newly developed 
hi-tech 3D-printed respirators to Italy, together 
with 10,000 pieces of protective suits. Healthcare 
facilities across Austria, Germany, and Luxembourg 
took on Italian and French patients whilst Poland 
and Romania dispatched their medical teams to Italy. 
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Although these could have mitigated negative 
moods, no aid offered to Italy in its darkest hour has 
taken its toll on Rome’s relations with the European 
Union, and may exert an impact on their cooperation 
or Italy’s ties with some EU nations. In yet another 
gesture of solidarity, Poland’s national carrier 
assisted Slovenia in evacuating citizens stranded 
abroad due to air traffic cancellations or other flight 
restrictions71. 

But the Covid-19 pandemic has had far-reaching 
consequences beyond the spread of the virus. 
It brought a whole array of social shifts. Months-
long stay-at-home orders developed digital skills 
of million people across the globe. Many employees 
started working from home - remote work appeared 
to be no less efficient that working-from-office 
model. This could prompt some shift on the job 
market72. Both schools and offices operated online, 
thus crushing an invisible barrier to enter the twenty-
first-century digitization, a hard-to-achieve effort 
in a big part of Europe. As it turned out, teaching 
has moved online while people could register 
their vehicles via dedicated websites. The easing 
of confinement measures is unlikely to reverse 
these shifts if these prove efficient for both society 
and state authorities - also by cutting red tape. 

Another consequence is that many seem to have 
lost confidence in what an individual can do. 
As the coronavirus emergency has shown, the private 
sector cannot cope on its own if any mass-scale 
difficulties occur. This could bring about socio-
cultural and perhaps also legal shifts. Besides, people 
might alter their approach to risk-taking actions. 
Aware of some unprecedented situations, people 
could be keener to save money in a move that may 
elicit money circulation problems. As the coronavirus 
crisis continued, some went on to say that societies 
could be less prone to fly or live in urban areas whilst 
more eager to avoid crowded places or sporting 
events. Time will tell whether social trends could 
shift anyhow73. 

The virus has been a lesson of social responsibility. 
In many acts of solidarity, people helped their 
elderly family members or neighbours, wore face 
coverings to protect others, manufactured medical 
and protective gear, or collected money to help 
healthcare facilities. People have acquired better 
personal hygiene habits that should stay with 
them for longer. Also, much may change in health 
and safety regulations at work.

The pandemic has unveiled social unrest, too. 
In the United States, people took to the streets 
in protests of lockdown measures and some 
ideological issues. Lockdown fatigue has grown 
in Europe, albeit on a far smaller scale. While 
countries seem better prepared to curb the spread 
of the virus, there is no vaccine and few effective 
treatments. The best way to fight the pandemic 
is to isolate population and respect sanitary rules. 
Indeed, EU countries did well whilst mitigating 
the first wave of Covid-19 infections, but a surge 
in new cases might spark social discontent, also 
amidst fresh confinement measures. So far no 
one concluded whether austerity measures were 
adequate or not. Nobody held anyone to account, 
either. If new infections are on surge, this all could 
sow chaos and social unrest whilst leaving states 
hugely destabilized.

The coronavirus pandemic has been a tough 
challenge for the whole world. Many people died 
of the novel disease whilst the virus crumbled 
the economy and affected daily lives of billions 
across the globe. Certainly it came as an awful shock 
for the European Union, being a tough test for its 
nations. Though the first weeks of the pandemic 
shook faith in its foundations, the following months 
brought new gestures of solidarity between EU 
states that - through their close cooperation - could 
overcome the looming crisis like the SARS-CoV-2 
pandemic was for many, and the European Union will 
emerge stronger than ever.
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