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Abstract

This paper explores whether there has been a change in International Monetary Fund (IMF) policy advice 
and conditions in its loan programmes and Article IV surveillance by examining the 148 country reports for 
IMF programmes in 2020, in the context of significant shifts in its global macroeconomic policy framework 
during the COVID-19 pandemic. It documents the policy recommendations made in these reports and finds 
that the IMF has supported increased expenditure on health care and cash transfer programmes, often 
on a temporary basis, even when it meant higher fiscal deficit and public debt. However, it also finds that 
the IMF has supported fiscal consolidation and reduction of public debt even more frequently, in 129 of 
the 148 reports examined. This seems to corroborate the findings of a number of recent studies. Given the 
pronounced gaps in social protection coverage, comprehensiveness and adequacy across all countries, it 
is essential that the measures taken to cope with the emergency do not remain a mere stopgap response, 
but progressively lead to the establishment or strengthening of rights-based national social protection sys-
tems, including floors. To do so, countries can and should pursue diverse financing options that are equi-
table in order to mobilize the financial resources needed for social investments, including investments in 
social protection systems and quality public services.

JEL Classification: I3, H6, H53, H55.

Keywords: social protection, social security systems, social protection floors, child allowances, maternity 
benefits, disability benefits, social pensions, social health protection, social security contributions, public 
expenditure, fiscal space, domestic resource mobilization, official development assistance (ODA), develop-
ing countries, Sustainable Development Goals (SDGs).
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XX 1	 Introduction

 

The COVID-19 pandemic has caused massive disruptions to the global economy and forced policymakers 
to respond to the newly created challenges. Many policy institutions have therefore had to rethink their 
established approaches and their usual policy responses. Governments, mostly in high-income countries, 
for example, have instituted large-scale stimulus packages, including a range of income-support measures, 
while central banks have revised or are considering revising their monetary policy framework. 

In many countries, firms have been receiving wage subsidies from their respective governments to facil-
itate the retention of workers, and governments are procuring essential health-care equipment to scale 
up health-care capacity. However, many low- and middle-income countries have struggled to mount a pro-
portionate stimulus response to contain the adverse impacts of the pandemic in the way that high-income 
countries have been able to do, reflecting a considerable “stimulus gap” (ILO 2020a). 

In this context, the IMF acted swiftly to provide substantial support for developing countries in the form of 
short-term loans and relief from servicing the debt owed to the IMF. This came in tandem with encourag-
ing statements from the Managing Director, underlining that “supportive fiscal and monetary policies will 
need to continue until we can secure a safe and durable exit from the crisis. Premature withdrawal of this 
support could derail the recovery and incur larger costs”.1 In 2020, the IMF made 113 disbursements total-
ling $93.7 billion to 83 countries, including 3 high-income countries, 22 upper-middle-income countries, 31 
lower-middle-income countries and 27 low-income countries. 

Yet, previous research has shown that IMF loans are often accompanied by policy advice and programme 
targets that encourage or require fiscal austerity (see, for example, Kentikelenis et al. 2016; Rickard and 
Caraway 2019; Stubbs et al. 2017; and Thomsom et al. 2017). It has also shown that IMF recommendations 
for fiscal consolidation often entail a reduction in the size of the public sector and public social expenditure. 
This has often meant a reduction in public expenditure on social protection schemes and the targeting of 
“safety nets”, entailing reform of pension systems and health care. It has also entailed cuts in operational 
expenditures, such as the public sector wage bill, which tends to adversely impact the delivery of essen-
tial public services. It has also meant the deregulation of labour markets beyond the public sector. To the 
extent that this leads to the informalization of employment, it could have an effect on fiscal balances by 
reducing social security contributions and possibly taxes, while potentially increasing public expenditure 
on social assistance. Further, similar policy advice has been provided to countries that were not receiving 
loans, under the Article IV surveillance function of the IMF (Ortiz and Cummins 2011 and 2019; Ortiz et al. 
2015; Stubbs et al. 2017). 

In this paper, we explore whether there has been a change in IMF policy advice and conditions in its loan 
programmes and Article IV surveillance by examining the 148 country reports for IMF programmes in 2020, 
in the context of significant shifts in its global macroeconomic policy framework during the pandemic.2 
We document the policy recommendations made in these reports and find that the IMF has supported in-
creased expenditure on health care and cash transfer programmes, often on a temporary basis, even when 
it meant higher fiscal deficit and public debt, a perspective that is also reflected in the IMF’s Fiscal Monitor 
(IMF 2020a and 2020b). 

1 IMF, “IMF Managing Director Urges Further Action to Secure a Resilient Recovery”, Press Release No. 20/264, 18 July 2020.
2 Two caveats are warranted: (a) the extent to which IMF policy advice is interpreted and adopted by governments requires verifica-

tion; and (b) this paper seeks to gauge the prevalence of austerity measures and their potential socially adverse effects based on a 
quick review of country reports through December 2020. More recent developments should be verified by country at the IMF Country 
Information website, https://www.imf.org/en/Countries.

https://www.imf.org/en/News/Articles/2020/07/18/pr20264-imf-managing-director-urges-further-action-to-secure-a-resilient-recovery
https://www.imf.org/en/Countries
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However, we also find that the IMF has supported fiscal consolidation and reduction of public debt even 
more frequently, in 129 of the 148 reports examined. The latest issue of the IMF’s Fiscal Monitor (IMF 2021), 
emphasizing “structural fiscal reforms that reduce deficit durably”, reflects a similar orientation. This seems 
to corroborate the findings of a number of recent studies: a European Network on Debt and Development 
report that found austerity policies being recommended in 80 countries (Munevar 2020); an ActionAid re-
port that found that the IMF has held down public spending in low- and middle-income countries by im-
posing very low fiscal deficit targets (Ambrose and Archer  2020); and an Oxfam report that found the IMF 
promoting fiscal consolidation measures in 84 per cent of the loans provided in response to the COVID-19 
pandemic (Tamale 2020). 

Our analysis shows that the IMF recommended many measures, including the reduction of energy and food 
subsidies in the medium term; pension reform; increased targeting of subsidies and social programmes; 
cuts to the public sector wage bill; and increased fees for public services. On the revenue side, the IMF rec-
ommended raising tax revenues from indirect taxes, such as through a value added tax, which tends to 
be regressive, far more frequently than more progressive direct taxes, such as income, profit and proper-
ty taxes. Hence, despite some change in IMF policy advice, especially with regard to public expenditure on 
health care and targeted safety nets, which aligns with the statements of its leadership, we also discern 
considerable continuity with past approaches.

This review was undertaken because of the critical implications of IMF policy advice on social spending for 
universal social protection policies and systems. Indeed, given the complementary mandates and exper-
tise of the ILO and the IMF, there is a strong basis for an ILO–IMF engagement. How can countries build 
national social protection systems, including floors, without the necessary fiscal space? Conversely, how 
can countries achieve macroeconomic stability and structural transformation of the economy if they do 
not have a robust social protection system that prevents poverty, contains inequality, builds human capa-
bilities and productivity, and creates a sense of social cohesion, solidarity and fairness that is so critical for 
social and political peace? 

In other words, just as social protection policies need enabling fiscal and macroeconomic policies, so too 
macroeconomic performance is contingent on adequate investments in social protection systems that can 
support people’s life and work transitions and facilitate structural transformations of the economy. 

Recognition of this two-way relationship was part of the impetus for the 2019 IMF Strategy for Engagement 
on Social Spending (IMF 2019). On the part of the ILO, there is considerable interest in IMF macroeconomic 
policy advice, especially when ascertaining whether social spending floors are set at a sufficiently high lev-
el to enable countries to build universal social protection systems, including social protection floors, in or-
der to protect people’s incomes and health, both during and beyond this crisis. Such advice is also relevant 
to ascertaining whether countries are encouraged to use this benchmark as a floor rather than a ceiling. 
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XX 2	Methodology

 

To analyse the extent of changes in IMF policy advice, country reports that accompanied the loans made 
by the IMF and Article IV consultations conducted by the IMF were examined. A full list of the IMF reports 
reviewed in this study is provided in Appendix 2. The analysis followed the methodology used in the ILO 
paper entitled “The Decade of Adjustment: A Review of Austerity Trends 2010–2020 in 187 Countries” (Ortiz 
et al. 2015) and identified the recurrent policy recommendations made in 148 publicly available reports 
for programmes or Article IV consultations between 1 January 2020 and 31 December 2020. In this peri-
od, many different instruments were used to make loans to governments, including two new facilities: the 
Rapid Credit Facility and the Rapid Financing Instrument (see Appendix 1).

The reports that accompanied the arrangements listed in Appendix 1 (a) to (g) and any Article IV consul-
tation reports completed in 2020 were analysed. Based on a smaller sample of reports from each region 
and instrument type, the recurrent policy recommendations or programme targets in these reports were 
identified and then all the reports in the sample of 148 were examined for these policy recommendations 
or programme targets. The recurrent policy advice or programme targets identified in this way are shown 
in table 1. Whenever policy advice or programme targets related to these keywords were found, they were 
marked in the country report/policy advice matrix along with a note on the purpose of these reforms. Section 
III discusses the key policy recommendations or conditions of IMF programmes in 2020.3

XX Table 1: Recurrent policy advice/programme targets tracked in IMF reports

Fiscal Consolidation Reduction of Public Debt Health Reform
Social Spending Floor Non-Priority Spending Cash Transfers
Subsidy Reform Pension Reform Social Security Contributions
Wage Bill Cut/Freeze Labour Flexibilization Reform Fees for Public Services
Public Private Partnerships Privatization Value Added Tax

Corporate Income Tax Personal Income Tax Wealth/Property Tax

Source : Authors’ calculations based on IMF country reports in 2020.

3 Typically, Article IV reports and reports that accompany the loans made under the Rapid Financing Instrument and Rapid Credit Facility 
do not include policy conditions. However, they do contain policy recommendations. These recommendations, especially those in-
cluded in Article IV reports, are used to inform policy conditions in potential future loans under different lending instruments, such 
as the Stand-By Arrangement or the Extended Credit Facility. 
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XX 3	IMF lending activity in response to the COVID-19 
pandemic and reports reviewed

 

In 2020, the IMF made 113 disbursements totalling $93.7 billion to 83 countries. This section provides a 
summary of the lending activity undertaken by the IMF in 2020 in response to the COVID-19 pandemic. 
Figures 1 and 2 show the size of IMF loan disbursements across countries, in terms of total value and the 
percentage of a country’s quota that they represent, respectively. The size of the disbursements ranged from 
the $12 million extended to the Comoros to the $23,900 million extended to Chile. The percentage of the 
IMF quota that these disbursements constituted ranged from 14 per cent (Liberia) to 1,000 per cent (Chile). 

XX Figure 1: Loan disbursement in 2020, in millions of US$

Note: Graph excludes loans extended through the Flexible Credit Line to Chile, Peru, and Colombia

Source: Authors’ calculations based on IMF country reports in 2020.

XX Figure 2: Loan disbursement in 2020, percentage of quota

Source: Authors’ calculations based on IMF country reports in 2020.
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Figure 3 shows the distribution of the amount lent by the IMF across country income groups. We can see 
that the loans to upper-middle-income countries constituted the largest share of loans extended by the 
IMF, while loans to low-income countries constituted the smallest share of IMF loan disbursements in 2020.

XX Figure 3: Distribution of loan disbursements by country income group in 2020, in percentage

Source: Authors’ calculations based on IMF country reports in 2020.

On a per capita basis,4 the IMF disbursements during 2020 analysed in this paper corresponded to US$1,232.52 
per person in 3 high-income countries (Chile, Bahamas and Barbados); US$132.58 in 21 upper-middle-in-
come countries; US$23.54 per person in 31 lower-middle-income countries; and US$8.35 per person in 27 
low-income countries.

Table 2 shows the most frequently used instruments by the IMF to extend loans to governments during the 
COVID-19 pandemic by region. It should be noted that some country programmes included disbursements 
under multiple instruments. Hence, Table 2 reflects the use of the instruments rather than the total num-
ber of country reports. It can be seen that the Rapid Credit Facility was used most frequently to make loans, 
followed by the Rapid Financing Instrument (see below). The Rapid Credit Facility was used most frequently 
to provide support to governments in East Asia and the Pacific, South Asia, and sub-Saharan Africa, while 
the Rapid Financing Instrument was used most frequently to provide support to governments in Europe 
and Central Asia, Latin America and the Caribbean, and Middle East and North Africa.

4 Per capita values were calculated by summing disbursements for the respective countries/territories during 2020 and dividing the 
sum by population projections from UNDESA, “World Population Prospects 2019”, with the exception of Kosovo, for which popula-
tion data used for the year 2019 was obtained from the Kosovo Statistics Agency because it was not available in UNDESA projections.

https://population.un.org/wpp/Publications/
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XX Table 2: IMF report or instrument type, by region, 2020

East Asia 
and Pacific

Europe and 
Central   

Asia

Latin 
America  
and the 

Caribbean

Middle East 
and North 

Africa

North 
America

South 
Asia

Sub-
Saharan 
Africa

Total

Article IV 7 9 9 2 1 1 7 36
Flexible Credit 
Line

0 0 4 0 0 0 0 4

Extended 
Credit Facility

0 1 0 0 0 0 19 20

Stand-By 
Arrangement

0 3 2 1 0 0 0 6

Rapid Credit 
Facility

4 5 5 1 0 4 30 49

Rapid 
Financing 
Instrument

3 9 11 3 0 2 11 39

Extended 
Fund Facility

0 2 4 0 0 0 6 12

Other 
Facility

0 2 0 0 0 0 3 5

Total 14 31 35 7 1 7 76 171

Source : Authors’ calculations based on IMF country reports in 2020.

Table 3 shows the most frequently used instruments by the IMF to extend loans to governments during the 
COVID-19 pandemic by income group. As in Table 2, it is important to note that some country programmes 
included disbursements under multiple instruments and therefore Table 3 reflects the use of the instru-
ments rather than the total number of country reports. The Extended Fund Facility, which requires a com-
prehensive programme over the medium- to long-term with commitments, was used to provide support to 
all groups of countries, while the Rapid Financing Instrument, which is directed to countries experiencing 
disasters, emergencies or commodity price shocks and does not require a full economic programme, was 
used most frequently to provide support to upper-middle-income and lower-middle-income countries. On 
the other hand, the Rapid Credit Facility, which is mostly directed towards low-income countries, does not 
require a full economic programme and has a ceiling for the amount it disburses, was used most frequent-
ly to provide support to lower-middle-income and low-income countries.5

5 For more detail on these instruments, see Appendix 1.
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XX Table 3: IMF report or instrument type, by country income group, 2020

High-income Upper-middle-
income

Lower-middle-
income

Low-income Total

Article IV 11 12 6 7 36
Flexible Credit Line 1 3 0 0 4
Extended Credit Facility 0 0 6 14 20
Stand-By Arrangement 0 0 6 0 6
Rapid Credit Facility 0 4 19 26 49
Rapid Financing Instrument 1 15 19 4 39
Extended Fund Facility 2 3 3 4 12
Other Facility 0 2 2 1 5
Total 15 39 61 56 171

Source : Authors’ calculations based on IMF country reports in 2020.
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XX 4	Key policy recommendations/conditions of IMF 
programmes and surveillance in 2020

 

As outlined in section III, the IMF was very active in 2020 and made several loan disbursements in addition 
to its previously scheduled loan agreements and Article IV consultations. Therefore, in the 148 reports an-
alysed, many different recommendations made by IMF staff and many different indicative or performance 
targets set for national governments were identified. They can be divided into four main categories: 

a)	 recommendations made or conditions set regarding fiscal deficit and public debt; 

b)	 recommendations made or conditions set regarding government expenditure on social policies;

c)	 recommendations made or conditions set regarding social insurance, including with regard to social 
security contributions and pension reforms; and 

d)	 recommendations made or conditions set regarding government revenue. 

Categories (b) and (d) are broken down further. Under category (b), the recommendations made regarding 
government expenditure cover a diverse range of policy issues, including most notably health expenditure, 
cash transfers, reduction of non-priority expenditures, reduction of subsidies, public sector wage bill cuts/
freezes, and fees for public services. Under category (d), information in IMF country reports regarding val-
ue added taxes, personal income taxes, corporate income taxes and wealth or property taxes is presented. 

New austerity in the context of fiscal deficit and public debt
While IMF documents recommended increased expenditure on health care and expansion of the “social 
safety nets” (see section V), the most recurrent policy recommendation was to begin or resume fiscal con-
solidation as soon as the conditions created by the health and economic crisis of the COVID-19 pandemic 
alleviate. In a subset of reports, this recommendation was made in order to put public debt on a down-
wards trajectory. Figure 4 shows the number of country reports in which these recommendations were 
made, disaggregated by country income groups. It can be seen that the recommendation to proceed with 
fiscal consolidation and reduce public debt was made in 138 and 108 of 148 country reports, respectively. 
For example, in the Article IV consultation for Brazil (report 20/311), in the chapter entitled “Staff apprais-
al”, the recommendation is as follows: 

“Swiftly implementing structural reforms that lock in medium-term consolidation will be essential to mitigate the 
risk of undesirable debt dynamics. Additional spending could erode market confidence and increase interest rates.”

In most cases, IMF staff recommended that governments begin efforts to reduce fiscal deficit in 2021. 
Munevar (2020) also finds that 72 countries are projected to begin the process of fiscal consolidation in 
2021 and reduce the fiscal deficit by 3.8 per cent of gross domestic product (GDP) between 2021 and 2023. 
Significantly, in 59 countries the fiscal consolidation planned is larger than the size of the response to the 
COVID-19 pandemic. This suggests that at least in a sizeable number of countries, IMF advice on fiscal con-
solidation exceeds the size of government response to the crisis.  

It is sometimes argued that the reduction of fiscal deficit and public debt should allow governments the fis-
cal space to expand government expenditure when the need arises.  For instance, in the fourth review un-
der the Extended Credit Facility for Guinea (report 20/111), IMF staff make the following recommendation:

“Creating fiscal space for scaling-up priority spending is pivotal to foster broad-based growth. Achieving a basic fis-
cal surplus of 0.6 percent of GDP in 2020 will contribute to containing inflation and preserving debt sustainability.”
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XX Figure 4: Incidence of austerity measures: Government finance (Number of country reports)

Source: Authors’ calculations based on 148 IMF country reports in 2020.

Figure 5 shows countries in which the IMF recommended that governments take measures to achieve fis-
cal consolidation.

XX Figure 5: Regional distribution of IMF recommendation of fiscal consolidation in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Recommendations regarding government expenditure on social 
policies

Social spending floors
In 2019, the IMF revised its strategy for engaging with social spending, emphasizing inclusive growth through 
the use of social and pro-poor spending “floors” in IMF-supported programmes (IMF 2019). The strategy 
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reflects concerns about rising inequality and the need to support vulnerable groups, especially in the after-
math of the 2008 global financial crisis. In low-income countries, the IMF should “wherever possible” include 
minimum floors on social and other priority spending in programmes supported by Poverty Reduction and 
Growth Trust facilities (IMF 2018). Social spending is defined as spending on education, health and social 
protection — with social protection comprising social safety nets (or social assistance) and social insurance; 
other priority spending generally includes high-priority projects that support national poverty reduction 
and growth strategies (IMF 2018, p. 3). The IMF strategy for engagement on social spending argues that 
the Fund’s engagement with social spending should take into account the “macro-criticality” of social pro-
grammes (IMF 2019). The channels through which social spending becomes macro-critical are identified 
by the IMF to be “fiscal sustainability, spending adequacy, and spending efficiency”.6 

It is encouraging that in 2020, 17 of the 28 country reports reviewed that  discussed the indicative target of 
a floor on social spending and poverty-reducing expenditure indicated that the social spending indicative 
target was met. On the other hand, 11 of the 28 reports indicated that the social spending target was not 
met, meaning that social spending was lower than the minimum expenditure target established for social 
programmes. Yet in 9 of these 11 reports in which IMF staff indicated that social expenditure had fallen 
short of its floor, IMF staff still recommended fiscal consolidation.

Health-care expenditure
The COVID-19 pandemic has revealed the need to invest in health-care services, while also drawing atten-
tion to the challenges that countries face in recruiting, deploying, retaining and protecting sufficient well-
trained health workers to ensure the delivery of quality health-care services. 

Despite progress across the world over the past decade, barriers to accessing health care remain in the 
form of out-of-pocket payments on health services; physical distance; limitations in the range, quality and 
acceptability of health services; long waiting times; and opportunity costs such as lost working time. While 
most countries have made progress in increasing population coverage and almost two thirds of the global 
population are protected by a health-care scheme, people in the lowest income quintiles and in rural are-
as often continue to face challenges in meeting their health needs without hardship (ILO 2021). Collective 
financing, broad risk-pooling and rights-based entitlements are key principles for supporting effective ac-
cess to health care for all. Investing in the availability of quality health-care services is also crucial and re-
quires long-term planning. The COVID-19 pandemic starkly revealed the insufficient levels of investment in 
health-care infrastructure in many countries, exacerbated by fiscal austerity over many years.

Through its response to the COVID-19 pandemic, the IMF has actively supported the expansion of health-
care expenditure in many countries so that governments have the financial resources to scale up testing 
capacity; secure personal protective equipment for their health-care workers; purchase life-saving equip-
ment to supplement health-care capabilities in a variety of countries; and purchase, distribute and admin-
ister vaccines. The IMF classified health-care expenditure as a priority social expenditure and during this 
pandemic also prioritized higher spending by governments on health care, including on the wages and 
number of health-care workers, even if there was a freeze on wage hikes for other categories of workers. 
The IMF also supported this higher level of expenditure and the introduction of supplementary budgets in 
many countries, even if it meant a worsening of the fiscal balance. Increase in health-care expenditure was 
the second most recommended policy action to governments – found in 133 of 148 country reports of 2020.

However, a closer reading of the reports reviewed reveals a more cautious stance with regard to the pro-
posed timeline for the expansion of health-care spending, sometimes seeing the need for only a tempo-
rary increase. In some instances, the IMF explicitly advocated reducing some expenditures on health care 

6 This leaves out the long-term impacts of social spending – or social investment – on labour and human resource productivity, which 
are also macro-critical (Heintz 2019).
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once the pandemic was under control. Figure 6 shows the distribution of IMF advice on health-care ex-
penditures across country income groups. In 138 reports, the IMF made 141 recommendations on health-
care expenditure. The highest incidence of advice to contain expenditure on health care was in reports on 
high-income countries (5/15), followed by reports on lower-middle-income countries (4/44) and reports on 
upper-middle-income countries (3/34), with the lowest incidence in reports on low-income countries (1/39).

XX Figure 6: Recommendation on decreasing health-care expenditure by country income groups

Source: Authors’ calculations based on IMF country reports in 2020

Here are some examples of the reports in which IMF staff recommended reducing health-care expenditure.

●● Article IV report for Belgium (report 20/91): Growth-friendly spending reforms should underpin the me-
dium-term adjustment. A sustained medium-term effort to reduce primary spending while improving its effi-
ciency can support deficit targets and reorient the budget toward more growth-friendly areas. Reforms should 
focus on containing medium-term healthcare costs, bolstering the sustainability of the pension system, im-
proving the targeting and labor-market incentives of social benefits, strengthening the efficiency of subsidies, 
and reducing duplication in the public administration.” And “Healthcare spending is high relative to peers …
in the medium run, a strategy is needed to contain costs by strengthening overall cost controls.

●● Article IV report for Brazil (report 20/311): Cutting personnel costs and addressing rigidities in central 
and regional budgets, including through less indexation and earmarking, will enable substantial efficiency 
gains. Priority actions include: ... Removing minimum requirements for state-level spending on education and 
health, or at the very least creating a joint (instead of the current separate) minimum requirement as pro-
posed in the Federative Pact.
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Request for proposal for Rapid Financing Instrument for Ecuador (report 20/178): Once the pandemic 
wanes, a roll-back of pandemic-related spending will be of paramount importance. This includes 0.6 ppt of GDP 
in health-related expenditure and additional cash transfers.

Figure 7 shows the distribution of IMF recommendations on health-care expenditure by country. The coun-
tries shaded blue are countries in which the IMF recommended increasing health-care expenditure; the 
countries shaded in red are those in which the IMF recommended decreasing health-care expenditure; and 
the countries shaded in yellow are those for which the IMF recommended increasing some health-care ex-
penditures and reducing others. 

XX Figure 7: Regional distribution of IMF recommendation on health-care expenditure in 2020

Source: Authors’ calculations based on IMF country reports in 2020

Insufficient funding is a key determinant of persistent health-care deficits. It results in increased risk of fi-
nancial hardship and lack of effective access to adequate health-care services. Hence, what most countries 
need is not only a temporary increase in health-care expenditure but also sustained investments to support 
effective access to quality health-care for all.

Cash benefits
When the COVID-19 crisis hit the world in early 2020, only 46.9 per cent of the global population was effec-
tively covered by at least one social protection benefit (Sustainable Development Goal (SDG) indicator 1.3.1), 
while the remaining 53.1 per cent – as many as 4.1 billion people – were wholly unprotected. Behind this 
global average, there are significant inequalities across and within regions, with coverage rates in Europe 
and Central Asia (83.9 per cent) and the Americas (64.3 per cent) standing well above the global average, 
while Asia and the Pacific (44.1 per cent), the Arab States (40.0 per cent) and Africa (17.4 per cent) have far 
more pronounced coverage gaps (ILO 2021a).

The crisis led to a vigorous yet uneven global social protection response, with many countries introduc-
ing, scaling up or adapting their social protection measures to protect hitherto uncovered or inadequately 
covered population groups. The measures adopted covered all functions of social protection (from income 
and job protection to health coverage and child and family benefits). Approximately three quarters of these 
measures comprised non-contributory responses (including social assistance), while the remainder were 
delivered through contributory schemes (ILO 2021b).

Higher-income countries were in a stronger position to mobilize their existing social protection systems — 
including both contributory social insurance  and non-contributory tax-financed schemes — or introduce 
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new emergency measures to contain the impact of the crisis on health, jobs and incomes. Mounting a re-
sponse was more challenging in lower-income contexts, which had more fragmented social protection sys-
tems and less room for policy manoeuvres, especially in terms of macroeconomic policy. 

As noted above, in response to the pandemic, many governments instituted or expanded the level of so-
cial assistance schemes or programmes to households (sometimes referred to as cash transfers) and IMF 
staff in their reports supported such measures or actively recommended them. In fact, 6/15 reports on 
high-income countries, 17/39 reports on upper-middle-income countries, 27/49 reports on lower-middle-in-
come countries and 29/44 reports on low-income countries contained a recommendation to expand cash 
transfer programmes. Figure 8 shows the countries in which the IMF recommended increasing the level 
or scope of cash transfers.

XX Figure 8: Regional distribution of IMF recommendation to Increase spending on cash transfers in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Below are a few examples of IMF recommendations regarding cash transfers.

●● Article IV consultation for Brazil (report 20/311): Despite already high public debt, Brazil’s fiscal support 
was among the largest for G20 countries and twice the EM average. An important element of the government 
support was in the form of cash transfers (Auxílio Emergencial or Emergency Aid) to informal workers and 
poor households. The authorities also increased health spending, provided financial support to subnational 
governments, extended government-backed credit lines to small businesses, and introduced employment re-
tention schemes.

●● Request for disbursement under the Rapid Credit Facility for Senegal (report 20/108): On the expend-
iture side, expenditure reallocation and savings on fuel subsidies will allow to support particularly hard-hit sec-
tors of the economy and households, including through food aid and cash transfers to vulnerable households, 
and expediting payments of unmet obligations. On cash transfers, the authorities plan to leverage the existing 
“bourses familiales” program by first extending support beyond the current 300,000 beneficiary households 
to the full 580,000 households registered as vulnerable, and, with World Bank support, to further extend this 
support to a total of 1 million households including those newly affected by the pandemic.

While extending the coverage and increasing the benefit levels of cash transfers, the IMF often recommend-
ed that the “safety net” should be both temporary and better targeted to generate fiscal savings. With re-
gard to the temporary nature of these measures, if recipients know that such support is temporary, the 
incentive to save at least some of the transfer in order to smooth consumption may mean that the impact 
of the economic stimulus (to help retain jobs) will be muted. Moreover, given the extensive coverage gaps 
in social protection, without continued support for social protection expenditure, many countries could 
face the possibility of a “cliff fall” scenario, whereby emergency social protection support ends prematurely 
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and abruptly before a full jobs-rich recovery. Interestingly, this “cliff fall” scenario was recognized in the 
above-mentioned IMF report on Brazil (2020 Art. IV consultations), which cautioned that “Once the aid ex-
pires at the end of the year, a substantial improvement in the labor market will be necessary to avoid a potentially 
sharp increase in poverty and inequality”.

As for the recommendation on targeting transfers to the most vulnerable, two sets of issues deserve at-
tention. First, there is a long-standing debate about the paradoxical impact on poverty and inequality of 
targeting transfers to poor individuals and households. Evidence from a wide range of institutionalized 
welfare states shows that the more countries target benefits only to poor individuals and households, the 
less likely they are to reduce poverty and inequality (Korpi and Palme 1998) – the paradox of redistribution. 
To understand this paradox, it is useful to take note of the fact that arguments in favour of low-income tar-
geting and flat-rate benefits have focused on the distribution of money actually transferred but they have 
overlooked two basic factors: (a) the size of the redistributive budget, which is not necessarily fixed, and 
depends on the type of social protection system that is in place; and (b) a political economy logic, which 
shows that there is a trade-off between the extent of low-income targeting and the size of redistributive 
budgets. The less likely non-poor individuals and households are to benefit from social protection, the less 
likely they are to pay both contributions and taxes to sustain it (Mkandawire 2005). In other words, in order 
to increase the size of the redistributive budget it is imperative to expand the reach of the social protection 
system. There is also a considerable body of research, largely focused on developing countries, showing 
that targeting social transfers can lead to considerable exclusion errors (Kidd and Athias 2019; Brown et 
al. 2016; Ravallion 1999).

Second, with regard to the specific COVID-19 pandemic, while the crisis disproportionately affected cer-
tain groups, it also illustrated that without comprehensive and adequate social protection, anyone can fall 
into poverty and insecurity. The crisis exposed the shortcomings of limited coverage and low benefit levels, 
with narrow targeting, problematic proxy means tests and behavioural conditions, especially in contexts 
where large segments of the population are vulnerable and administrative capacity is constrained to an 
even greater degree than in non-crisis times (Brown et al. 2016; ILO 2021a). Consequently, many eligibility 
requirements were relaxed during the crisis to ensure high take-up and protect people’s health.

Nevertheless, in 2020 IMF staff consistently recommended that all cash transfer programmes and social 
services extended during the pandemic should be both temporary and targeted, as exemplified below.

●● Request for 42-month arrangement under the Extended Credit Facility for Afghanistan (report 
20/300): To protect the level and improve the efficiency of social spending over the medium term, the author-
ities plan to build a targeted social safety net for which they intend to seek donor technical and financial as-
sistance. The program will aid these efforts by creating fiscal space.

●● Request for disbursement under the Rapid Credit Facility and for purchase under the Rapid 
Financing Instrument for the Comoros (report 20/152): In addition to expanding healthcare resourc-
es, the authorities could consider giving targeted and temporary support for affected households, particularly 
among the most vulnerable, through direct cash transfer or other feasible instruments.

●● Request for purchase under the Rapid Financing Instrument for Jordan (report 20/180): Staff sup-
ports the authorities’ fiscal strategy to respond to the shock. The authorities recognize that they have limited 
fiscal space, and that the measures announced should be temporary and targeted.

●● Seventh review under the Extended Fund Facility Arrangement for Georgia (report 20/322): Social 
assistance will include temporary transfers to workers in the formal and informal sectors and self-employed 
who lost income, additional direct transfers to vulnerable families with children, and utility subsidies to low 
energy consumers in January and February 2021; this last measure is expected to reach the informal sector.

Figure 9 shows the regional distribution of countries for which the IMF recommended that new or expanded 
cash transfers and/or social programmes should be temporary and targeted or that the existing social safe-
ty net should be better targeted in order to achieve fiscal consolidation. It is worth underlining that when 
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new programmes are temporary, they are difficult to institutionalize and thus to scale up support during a 
crisis, which will render countries dependent on ad hoc measures and external support.

XX Figure 9: Regional distribution of IMF recommendations to increase targeting in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Figure 10 shows the incidence of austerity measures recommended by the IMF in its 2020 country reports. 
It can be seen that the recommendation to target social programmes and cash transfers was found in 9/15 
or 60 per cent of reports on high-income countries, 27/39 or 69.2 per cent of reports on upper-middle-in-
come countries, 34/49 or 69.4 per cent of reports on lower-middle-income countries and 28/44 or 63.6 per 
cent of reports on low-income countries.

XX Figure 10: Incidence of austerity measures recommended by the IMF in 2020 (Number of country reports)

Source: Authors’ calculations based on 148 IMF country reports in 2020.
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Reduction of non-priority expenditures
In several country reports, the policy discussion suggests that, in order to increase fiscal allocations to 
health care, governments should consider reducing non-priority expenditures. The recommendation to 
reduce non-priority expenditures also appear when there are recommendations to achieve fiscal consoli-
dation. In order to achieve fiscal consolidation, IMF staff recommended reducing non-priority spending in 
93 of 148 reports, involving the reduction of a variety of both current and capital expenditures. In many in-
stances, the reports are not specific about what constitutes non-priority expenditure, whether current or 
capital. None of the reports recommended reducing military expenditure.  Non-priority expenditure (to be 
reduced or postponed to create fiscal space for additional spending on health and targeted cash transfers) 
could also be understood to mean social expenditure that is not targeted to the poor — the IMF Strategy 
on Social Spending Floors (IMF 2019) is supportive of programmes that are narrowly targeted to the most 
vulnerable, despite accepting that countries might also wish to put in place universal or categorical bene-
fits.  Below we cite a few examples of references to reducing specific expenditures.

●● Request for disbursement under the Rapid Credit Facility for the Republic of Mozambique (report 
20/141): If the economic situation were to worsen, the government should prepare a contingency plan, includ-
ing notably (i) further increases as needed of health spending by reallocating non-essential expenditure and 
limiting public wage increases and hiring of non-essential workers, and (ii) additional tax relief.

●● Sixth review under the Extended Credit Facility Arrangement for Benin (report 20/175): If domestic 
financing at reasonable terms is unavailable, further expenditure rationalization measures could be taken to 
make space for priority spending. This would entail slowing down further the implementation of capital pro-
jects, which may occur anyway if the domestic outbreak halts economic activity.”

●● Third review under the Stand-By Arrangement and Modification of Performance Criteria for 
Armenia (report 20/318): An expenditure review, planned for early 2021, will identify efficiencies in current 
spending and is intended to feed into the 2022 budget process. The identification of efficiencies should sup-
port fiscal consolidation, allow current spending to return to its pre-crisis level, while ensuring space for pri-
ority social and investment spending.

●● Request for purchase under the Rapid Financing Instrument for Bolivia (Plurinational State of) 
(report 20/182): Debt should start falling over the medium term as the government pursues a medium-term 
reform plan that will eliminate lower-priority public spending and steadily reduce the primary deficit.”

IMF staff recommended a reduction in non-priority spending in 5/15 or 33.3 per cent of reports for high-in-
come countries, 21/39 or 53.8 per cent of reports for upper-middle-income countries, 34/49 or 69.4 per cent 
of reports for lower-middle-income countries and 33/44 or 75 per cent of reports for low-income countries 
(figure 10). Figure 11 shows the regional distribution of countries in which the IMF recommended a reduc-
tion of non-priority expenditure in 2020.
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XX Figure 11: Regional distribution of IMF recommendations to reduce “non-priority expenditures” in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Reduction of subsidies
Since 2010, reducing subsidies on fuel, electricity, food and agriculture has been a prevalent policy, particu-
larly in the Middle East and North Africa region and in sub-Saharan Africa. The reduction of food subsidies 
in particular is often accompanied by the development of a basic “safety net” as a way of compensating the 
poorest, who are most likely to be the worst affected. However, in practice this is an insufficient compen-
satory measure given that these subsidies are universal and benefit all households, while remedial basic 
safety nets only benefit a few of those most affected. In developing countries, the so-called middle classes 
have low incomes and are very vulnerable to price increases (ESCWA 2019; Cummins et al. 2013). Not sur-
prisingly, the sudden removal of energy subsidies and consequent increases in prices have sparked pro-
tests and violent riots in many countries (ILO 2017; Ortiz and Cummins 2019). 

There are several important policy lessons that must be taken into account (ILO 2017). First, the issue of 
timing is key: while subsidies can be and frequently are removed overnight, developing social protection 
systems takes a long time, particularly in countries where institutional capacity is weak even in “normal” 
times. Therefore, there is a high risk that subsidies will be withdrawn and populations will be left unpro-
tected, making food, energy and transport costs unaffordable for many households. Second, targeting 
the poor excludes other vulnerable groups. As noted above, in most developing countries those who may 
be hovering above the poverty line or even well above it still have very low incomes and are vulnerable to 
price increases, so that a policy to remove subsidies that allows only targeted transfers for the poor may 
punish low-income groups as well as many among the middle classes. Third, although the savings result-
ing from reductions in energy subsidies may be sizeable and allow countries to make important strides in 
developing universal social protection systems, in practice only a fraction of the savings that have accrued 
from the reduction of fuel subsidies has been allocated to the usual minimal compensatory social protec-
tion measures (ILO 1997).

The reduction of subsidies is also evident in the recommendations of the reports reviewed for this paper. 
As figure 10 shows, in 2020 advice on reducing subsidies was included in 5/15 or 33.3 per cent of reports 
on high-income countries, 14/39 or 35.9 per cent of reports on upper-middle-income countries, 10/49 or 
20.4 per cent of reports on lower-middle-income countries and 12/44 or 27.3 per cent of reports on low-in-
come countries. This constituted 27.9 per cent of all reports in 2020. The following are some examples of 
advice to reduce subsidy expenditures given by IMF staff.

●● Fourth review under the Extended Credit Facility Arrangement for Guinea (report 20/111): Achieving 
the programmed basic fiscal surplus in 2020 will contribute to containing inflation and preserving debt 
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sustainability. Mobilizing additional tax revenues and reducing electricity subsidies will create fiscal space to 
scale-up growth-supporting public investments and strengthen social safety nets.

●● Third review under the Stand-By Arrangement and arrangement under the Stand-By Credit Facility 
for Honduras (report 20/319): Given uncertainty about the outlook, the authorities are prepared to respond 
to eventual contingencies and risks. If downside risks materialize, for example, due to a recurrent pandemic 
wave or another climate-related event, they plan to reprioritize expenditure as needed to reduce non-priority 
spending—as done in the past, and notably during the pandemic, with a focus on spending that is not includ-
ed in priority social programs or critical subsidies (e.g., on electricity consumption).

●● Request for Purchase under the Rapid Financing Instrument for South Africa (report 20/226): Staff 
recommended a gradual and growth-friendly but sizable reduction of the consolidated government deficit. 
This consolidation will require implementation of fiscal measures of about 5–5.5 percent of GDP over the next 
five years, which alongside the impact of the growth recovery would allow the deficit to decline to average 
levels of about 4.5 percent of GDP in the medium term. Needed measures include limiting increases in recur-
rent expenditure, mainly compensation, transfers to state-owned enterprises (SOEs), and ill-targeted subsidies, 
while pursuing a recovery of productive public investment and protecting outlays for health and education 
and well-targeted social assistance.

Figure 12 shows the countries in which the IMF recommended the reduction of subsidy expenditure.

XX Figure 12: Regional distribution of IMF recommendation to Reduce Subsidies in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Table 4 shows the breakdown of the type of subsidy expenditure that the IMF recommends should be re-
duced. The most recommended subsidy reduction was the reduction of fuel or energy subsidies, followed 
by the reduction of electricity subsidies and the reduction of subsidies to state-owned enterprises.
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XX Table 4: Number of country reports with recommendation to reduce subsidy expenditure by subsidy type, 
2020

Type of subsidy Number of country reports
Energy 22
Electricity 7
State-owned enterprises 7
Agriculture 4
Water 2
Other 9

Source: Authors’ calculations based on IMF country reports in 2020.

Removing universal subsidies with the promise of making targeted cash transfers available to the poorest 
entails some risks – especially where transfer programmes are not anchored in law, remain limited in scope 
and provide low benefit levels that get eroded over time (due to lack of indexation), not to mention their 
heavy administration costs, arduous application procedures and the risk of exclusion errors.  The reduction 
of energy subsidies, however, may provide an opportunity to develop social protection systems for all, in-
cluding floors. Fuel subsidies are generally large and should allow governments to develop comprehensive 
universal social protection systems for all citizens and not just minimal targeted safety nets for the poor.

Public-sector wage bill cuts/freezes
Since 2010, reducing or freezing the salaries and number of public-sector workers have been among the 
measures commonly considered by the IMF and other international financial institutions to consolidate 
government budgets (Ortiz and Cummins 2019). The most direct impact of these measures has been on 
the capacity of governments to hire and retain the millions of front-line workers — teachers, nurses, health 
aides, social workers and doctors — to deliver education, health, childcare and other essential services to 
the population.  To take one important example, ensuring the availability and quality of health care requires 
the creation of decent jobs in the health sector, which currently faces a global deficit of 18 million workers 
that is projected to increase further by 2030 (WHO 2017).

In 2020, IMF economists recommended measures to control or reduce the public-sector wage bill in many 
instances. In most cases, IMF staff made these recommendations in order to create fiscal savings. However, 
efforts to bolster health-care delivery and other essential services are highly contingent on the capacity of 
governments to attract and retain qualified staff in front-line public-sector jobs. In several African countries, 
the liberalization of private practice alongside the severe deterioration in the funding of the public health 
sector has led to the stagnation of already low wages for nurses and lower-level health personnel. Other 
problems behind the shortage of nurses and midwives that currently afflicts the public health sector in-
clude the long hours of work; heavy workloads; the lack of basic material for infection control and resulting 
health risks at work; and the lack of performance-based monetary incentives.

In 2020, the IMF recommended or supported the containment of the public-sector wage bill in 9/15 or 60 
per cent of reports on high-income countries, 23/39 or 58.9 per cent of reports on upper-middle-income 
countries, 26/49 or 53.1 per cent of reports on lower-middle-income countries and 15/44 or 34.1 per cent 
of reports on low-income countries.

Here are some examples of IMF advice on wages.

●● Request for purchase under the Rapid Financing Instrument for the Bahamas (report 20/191): 
Absent additional measures, the fiscal balance is projected to reach the FRL target only in FY2022/23 and the 
debt ratio will remain above 50 percent of GDP (the Fiscal Responsibility Law target) beyond FY2024/25. Decisive 
measures are recommended to keep debt on a downward path, while carefully balancing the composition of 
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spending to achieve inclusive growth and invest in natural disaster preparedness...Against this background, 
staff recommended to contain expenditure growth by further rationalizing the wage bill, advancing the pen-
sion reform, and accelerating SOEs reforms.

●● Request for disbursement under the Rapid Credit Facility for Lesotho (report 20/228): Staff and the 
authorities agree on the need to reduce the wage-to-GDP ratio over the medium term, which can be achieved 
through a combination of wage restraint, removing ghost workers, and reviewing the number of positions, 
without undermining service delivery.

●● Third review under the Stand-By Arrangement and Arrangement under the Stand-By Credit Facility 
for Honduras (report 20/186): The consolidation will be supported by higher revenue—mainly 0.8 percent 
of GDP in terms of tax revenue from the recovery and 0.7 percent of GDP from policy measures under the 
program—and lower current spending by 0.6 percent of GDP—from the absence of electoral spending and 
wage containment, facilitated by the recently approved wage bargaining mechanism, which can limit wage 
increases to expected inflation.

Figure 13 shows the countries in which the IMF recommended limiting or cutting the public-sector wage 
bill in 2020.

XX Figure 13: Regional distribution of IMF recommendation to reduce the public wage bill in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Fees for public services
Dominant policy trends since the 1980s, in the context of recurrent crises, liberalization and public-sector 
retrenchment, have moved towards the commercialization of public social services, undermining previ-
ous progress towards universal access in many countries, raising out-of-pocket costs, particularly for the 
poor, and intensifying inequality and exclusion. Systems that are fragmented – with multiple providers, 
programmes and financing mechanisms aimed at different population groups – have shown limited po-
tential for redistribution and have generally resulted in high costs, poor quality and limited access for the 
poor. By contrast, integrated systems of social service provision that are grounded in universal principles 
can be redistributive, act as powerful drivers of solidarity and social inclusion and improve the capabilities 
of the poor (UNRISD 2010).  

To give one example – health services – the commercialization of health services has been more prevalent 
in lower- than in higher-income countries. Overall, in the health sector, the commercialization of services 
has been associated with worse access and inferior outcomes, and viewed as “an affliction of the poor” 
(Mackintosh and Koivusalo 2005).  The motivations behind the introduction of user fees and charges and 
therefore the push towards the commercialization of services have included cost recovery; greater efficiency 
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through competition among providers; and instilling in recipients a greater sense of value for the services 
obtained. In general, there has been a failure to achieve these aims due to flawed assumptions about how 
markets work. Nor have complementary targeted forms of assistance or exemption mechanisms, which 
are designed to improve the access of marginalized groups to services in the context of commercialized 
provision, been effective in increasing coverage due to supply constraints, inadequate resources, high ad-
ministrative costs, leakages and stigma. 

In order to create fiscal savings, the IMF recommended in some reports to reduce expenditure on the pro-
vision of some public services and increase the user fees or tariffs charged to users. Examples include in-
creasing fees on:

●● public transport (for example in Italy: report 20/79; and in Angola: report 20/281);

●● electricity (for example in Honduras: report 20/79; Jordan: report (20/101); and Ethiopia: report 20/29);

●● health-care services (for example in Malaysia: report 20/57); and

●● energy (for example in the Republic of Moldova: report 20/76; and Burkina Faso: report 20/76). 

In 2020, 5/15 or 33.3 per cent of reports on high-income countries, 5/39 or 12.8 per cent of reports on up-
per-middle-income countries, 8/49 or 16.3 per cent of reports on lower-middle-income countries and 6/44 
or 13.6 per cent of reports on low-income countries contained recommendations to reduce expenditure 
on the provision of some public services by increasing user fees (figure 14).

The following are examples of IMF advice on user fees for public services contained in reports in 2020.

●● Fourth review under the Extended Arrangement for Barbados (report 20/314): Reform of State-owned 
Enterprises is essential to secure medium-term fiscal viability. We have developed a framework to restructure 
and transform our SOEs based on principles of retooling and empowering, retraining and enfranchising of 
Barbadians. We have conducted a comprehensive review of all state-owned entities, to identify potential for 
efficiency gains, cost recoveries, and enfranchisement through divestment of entities and/or activities. SOEs 
listed in the TMU have now all submitted standardized (according to international acceptable standards) quar-
terly financial reports. We have increased bus fares, adjusted water rates, and introduced a quarterly’s interim 
health levy, airline & travel development fee and a garbage and sewage contribution levy.

●● Article IV Consultation and Request for Three-Year Arrangement under the Extended Credit Facility 
and an Arrangement under the Extended Fund Facility for Ethiopia (report 20/29): Improving ex-
penditure efficiency by undertaking a review of explicit and implicit subsidies and rationalizing them, simul-
taneously with poverty-impact mitigation measures to be determined at that stage. Electricity tariffs should 
continue to be raised to eventually ensure cost recovery, in line with the reform schedule agreed under the 
World Bank DPF triggers.

●● Third review under the Stand-By Arrangement and Arrangement under the Stand-By Credit Facility 
for Honduras (report 20/319): Reforms in the electricity sector and renewed revenue mobilization efforts 
after the pandemic subsides will also increase fiscal space for much-needed investment and social spending. 
Renewed efforts in the electricity sector will put ENEE’s financial situation on a sustainable path. These include 
implementing the electricity sector law approved in 2014, continuing to strengthen the regulatory body and 
addressing governance issues both in the electricity sector and in ENEE, reducing electricity losses and energy 
purchase costs, keeping tariffs in line with costs. 

Figure 14 shows the regional distribution of the recommendation to increase or impose fees on the pro-
vision of public services.
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XX Figure 14: Regional distribution of IMF recommendation to Increase Fees on Public Services in 2020

Source: Authors’ calculations based on IMF country reports in 2020

Recommendations regarding pension reform and social security 
contributions
Pension systems, by their nature, require regular adjustments to adapt to societal developments, includ-
ing demographic changes and labour market transformations, as well as to maintain actuarial and finan-
cial sustainability. This explains the need for minor or major legal and administrative reforms that preserve 
their balance and sustainability. Reforms of pension systems become more frequent as the demographic 
structure of a country becomes more mature, making such reforms more prominent in upper-middle-in-
come and high-income countries. 

However, sustainability is not the only criterion that social security systems (including pension schemes) 
need to comply with: the level of coverage of the population and the adequacy of benefits are other key 
dimensions, which are among the very objectives that pension systems were created to meet. The ILO 
Social Security (Minimum Standards) Convention, 1952 (No. 102)  establishes core principles and mini-
mum standards in terms of the design of benefits, financing and governance of social security systems, 
which become mandatory for ratifying countries. Higher-level Conventions that are specific to each of the 
branches of social security establish targets that are more ambitious than those of Convention No. 102, 
which has been ratified by 60 countries as of November 2021, including 33 of the countries whose cases 
were analysed in this report. 

More recently, the Social Protection Floors Recommendation, 2012 (No. 202) defines a set of guarantees 
that should be extended to all persons and recommends that countries establish national strategies to 
universalize their social protection systems, including floors. Relevant tripartite instruments, especially the 
recently adopted Conclusions concerning the second recurrent discussion on social protection (social secu-
rity) (ILO 2021c), have been adopted by governments, employers and workers at the International Labour 
Conference. Such instruments establish the importance of achieving universal social protection by on the 
one hand combining rights-based and adequately financed social security systems and on the other hand 
promoting decent work and formalization. 

Social security reforms (including pension reforms) that aim to balance public finances but fail to take into 
consideration other key principles and minimum criteria – including adequacy of benefits, solidarity in fi-
nancing and tripartite governance – do not adequately align with the normative criteria established by ILO 
constituents. This includes reforms that restrict coverage, sometimes by shifting from universal to targeted 
schemes, with the stated objective of “efficiency” in social spending. On the other hand, reforms that are 
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based on actuarial evaluations, with due regard for the internationally recognized normative framework, 
and are legitimized by social dialogue that involves the key actors of the social security regime, are clearly 
necessary to keep social security regimes functioning for all. 

Such reforms would combine measures that progressively adapt the parameters of contributory regimes 
according to demographic and social developments, in tandem with labour market policies that expand 
opportunities for decent work; reduce discrimination; foster the transition from informality to formality; ex-
tend the obligation to affiliate beyond the dependent worker group; and promote administrative reforms 
of social security schemes to facilitate affiliation, contribution payment, collection, inspection, investment of 
reserves and payment of benefits to newly insured groups. In an ILO multi-pillar model, contributory social 
insurance schemes (the “first pillar”) should be well coordinated with non-contributory universal pensions 
(the “zero pillar”) and a possible “second pillar” of contributory complementary pensions, whether employ-
er-based or based on mechanisms such as individual savings accounts.

Public pension schemes that are based on solidarity and collective financing, in line with ILO social security 
standards, remain by far the most widespread pillar of old-age protection globally (ILO 2021a). Many coun-
tries are introducing parametric reforms to their contributory pension systems in order to adapt them to 
changing conditions and ensure their long-term sustainability. While important, these parametric reforms 
can only go so far in the face of macro phenomena such as wage suppression; frozen contribution rates; 
growing inequalities; and last but not least, the falling labour share of income. 

During 2020, the IMF recommended or supported country proposals for pension reform either immediately 
or after the pandemic abates. Figure 10 shows that the IMF recommended that governments reform their 
pension systems in 13/15 or 86.7 per cent of high-income countries, 11/39 or 28.2 per cent of upper-mid-
dle-income countries, 11/49 or 22.4 per cent of lower-middle-income countries and 3/44 or 6.8 per cent of 
low-income countries in 2020. 

More background information is needed to understand whether the recommendations made in 2020 are 
part of the expected efforts to adapt social security systems to societal developments, including population 
ageing, and whether additional recommendations are needed to improve not only the sustainability of the 
systems but also their coverage and the adequacy of their benefits. It is also worth noting that a number 
of countries that have adopted structural pension reforms (that is pension privatization) since the 1980s, in 
line with policy advice from the World Bank, have had to confront high (and often still rising) fiscal transition 
costs in cases where public pension schemes have been partially or totally replaced by individual accounts.

Some of the recommendations made by the IMF during 2020 are set out below.

●● Article IV consultation for Albania (report 20/29): Staff also supported the development of a second pil-
lar of the pension system, to strengthen the social safety net and deepen capital markets through new sav-
ings instruments.

●● Article IV consultation for Brazil 2020 (report 20/311): Subnational pensions should be reformed in line 
with the new provisions for federal government employees. State and local governments were left out of the 
2019 federal pension reform. Private sector estimates indicate the reform of subnational pension schemes 
could save up to 5 percent of GDP over 10 years.

●● Seventh review under the Extended Fund Facility Arrangement for Georgia (report 20/322): Despite 
the challenging environment, the authorities performed well under the EFF program. They implemented all 
structural benchmarks, including the adoption of a rule-based pension system, to contain long term fiscal 
risks and support inclusive growth. (…) In addition, with one of the highest population ageing rates, Georgia’s 
health and pension spending is expected to increase substantially in the medium-to-long term (albeit from 
currently low levels). The recent increase in basic pensions and newly instated pension indexation rule, much 
needed to protect elderly people’s real incomes and safeguard against ad-hoc discretionary increases, also 
adds to the pension bill. In order to maintain current net worth, fiscal adjustments will be needed through 
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reducing spending and/or increasing revenues. The authorities’ medium-term fiscal strategy proposes reforms 
to address these issues.

●● Third review under the Stand-By Arrangement for Honduras (report 20/319): The pension funds 
have to issue investment policies that aim at aligning the maturity of their assets and liabilities and optimiz-
ing its risk-return strategy.

●● Article IV consultation for Italy (report 20/79): Consolidation should be underpinned by pro-growth and 
inclusive measures, including lower tax rates on labor, base broadening, and lower current spending (espe-
cially on the pension bill). (…) Staff advises preserving the indexation of retirement age to life expectancy, en-
suring actuarial fairness including for options to retire early (i.e., closely linking lifetime benefits with lifetime 
contributions), and adjusting pension parameters to secure affordability.

●● Article IV consultation for North Macedonia (report 20/24): Pensions are in general more generous 
than in peer countries. Full implementation of the CPI indexation of pension benefits approved in 2019 would 
save about 0.6 percent of GDP by 2022, compared to staff’s baseline which assumes that pension benefits will 
increase by CPI inflation plus a third of nominal GDP growth.

●● Article IV consultation for Panama (report 20/124): The pension system needs to be strengthened. Faced 
with slowing population growth, the authorities need to gradually align pension contributions with expected 
payouts, to avoid creating an undue burden to the public finances in the long run.

Figure 15 shows the countries in which the IMF recommended the reform of pension systems in 2020.

XX Figure 15: Regional distribution of IMF recommendation to reform pension systems in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Social security contributions
In its 2020 reports, IMF staff generally supported the relief provided by governments to employers and in-
dividuals with regard to their contributions to social security funds, supporting the deferral or temporary 
suspension of social security contributions made by firms in 1 lower-middle-income country report, 6 up-
per-middle-income country reports and 1 high-income country report.  In 3 country reports, the IMF also 
recommended or supported the reduction of social security contributions in order to encourage formaliza-
tion in the labour market. Despite the good intentions underlying those measures, it is important to keep 
in mind that social security contributions are earmarked to finance social security benefits and therefore 
compel social security institutions to consume reserves beyond the usual emergency or fluctuation reserves. 
If these buffers, made up of funds that belong to the members of social insurance schemes, are not rebuilt 
to compensate any losses caused by a political decision, future benefits can be put in peril. This is valid not 
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only for the reserves that back up collectively financed schemes, but also for savings that are withdrawn 
from individual accounts due to the absence or insufficiency of unemployment benefits.7 

In addition, it is important to add that such temporary decreases of social contributions should not be taken 
as a precedent to arbitrarily reduce social security contributions in the future to accommodate other polit-
ical or fiscal pressures. It is worth recalling that Convention No.102 requests countries to run and present 
actuarial projections whenever a change of benefit and contribution rules is proposed, thereby seeking to 
ensure the sustainability of the respective schemes.

However, the IMF generally placed emphasis on raising social security contributions. In 2020, 2/15 or 13.3 
per cent of reports on high-income countries, 2/39 or 5.1 per cent of reports on upper-middle-income coun-
tries and 5/49 or 10.2 per cent of reports on lower-middle-income countries contained recommendations to 
increase contributions to the social security fund. These recommendations to increase contributions were 
made with a view to increasing the sustainability of social security funds and reducing the contributions of 
the government to these funds.

It is important to note that social security contributions are different from taxes, since they create the right 
to future benefits. Also, there is no empirical evidence to show that social security contributions are the 
main explanation for labour market informality, given that informality is a multifaceted and complex phe-
nomenon that has several drivers. Furthermore, social security contributions are the single most important 
source of financing for social protection throughout the world. Recent ILO estimates show that developing 
countries would on average need to invest 3.8 per cent of their GDP per year in order to close the financing 
gap for a universal social protection floor for all, including health care, already taking into account the im-
pact of the COVID-19 pandemic. Social security contributions could be the source of an estimated 1.2 per 
cent of GDP – almost one third of the resources needed (ILO 2020b).

Table 5 summarizes the IMF recommendations on changing social security contributions. Figure 16 shows 
the countries in which the IMF recommended or supported government measures related to modifying 
the level of social security contributions in 2020. 

XX Table 5: Number of reports with recommended changes to social security contributions by country income 
groups in 2020

Recommendation Lower-middle-income 
countries

Upper-middle-income 
countries

High-income countries Total

Increase 5 2 2 9
Deferral 1 6 1 8
Decrease 2 1 1 4

Source: Authors’ calculations based on IMF country reports in 2020.

In section IV on pensions, a quote from the Article IV consultation for Italy (report 20/79) already contained 
a recommendation to reduce tax rates on labour as a “growth-friendly measure”. A second example is cit-
ed below from a report on Jordan that includes support for measures relating to social security contribu-
tions, as well as other related topics.

●● Article IV consultation and request for an Extended Arrangement under the Extended Fund Facility 
for Jordan (report 20/101): In addition, pro-employment reforms are critical for inclusive growth and stabil-
ity. Much has already been done. The authorities have amended the Social Security law, which now allows for: 
(i) a temporary reduction in contribution rates for small startups employing young workers; (ii) cash support 

7 See, for example, the case of Chile reported in ILO (2020c), which allowed a partial withdrawal of funds from individual accounts that 
will likely result in lower benefits in the future.
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for nurseries in areas with low female labor force participation; (iii) access to individual unemployment insur-
ance savings to support higher education and medical expenses; and (iv) parametric reforms for social secu-
rity (increasing the early-retirement age and the associated deduction rate, and allowing part-time workers to 
contribute to the scheme). The authorities have also recently approved a series of incentives to directly boost 
job creation for targeted groups (youth and women) through conditional direct cash support to businesses.

XX Figure 16: Regional distribution of IMF recommendations to modify social security systems in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Labour market flexibilization reforms 
In many cases, the IMF also recommended or supported the implementation of labour market reforms, 
or their continuation, to make them “more flexible”. This was the case in 9/15 or 60 per cent of reports on 
high-income countries, 15/39 or 38.5 per cent of reports on upper-middle-income countries, 7/49 or 14.3 
per cent of reports on lower-middle-income countries and 1/44 or 2.3 per cent of reports on low-income 
countries. 

Labour market reforms that make the employment relationship “more flexible” generally include relaxing 
dismissal regulations; restraining minimum wages; limiting salary adjustments; decentralizing collective 
bargaining; and making it easier to hire workers on temporary and non-standard contracts. Such reforms 
are supposed to increase competitiveness and support businesses. However, there is limited evidence to 
show that labour market flexibilization generates jobs, particularly during recessions, while women work-
ers are particularly hard hit by such measures. In fact, evidence from 110 countries suggests that no direct 
link can be found between the “stringency of employment protection legislation” and the aggregate em-
ployment rate, and that its deregulation in a context of economic contraction is likely to generate “precari-
zation” and vulnerable employment, and to depress incomes, and therefore aggregate demand, ultimately 
hindering crisis recovery efforts (Adascalitei and Pignatti Morano 2016; ILO 2016). 

Instead, a virtuous combination of factors that includes a number of labour market institutions and poli-
cies, including well-designed employment protection legislation, can create the envisaged positive effects, 
while factors beyond the labour market often strongly influence the possibility of creating new employment 
opportunities. It is concerning that many countries have been experiencing persistent wage stagnation, 
since wage increases have not kept pace with productivity, while wage inequality is also increasing steep-
ly (G20–L20 2018).  Not surprisingly, a Global Poll by the International Trade Union Confederation (ITUC) 
(2018) shows that 84 per cent of the world’s workers say that the minimum wage is not enough to live on.
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With regard to labour market flexibilization reforms, it is encouraging that the IMF (2019) has identified the 
need to promote consultations with trade unions and civil society organizations in its new Social Spending 
Strategy. The ILO promotes “decent work” for all, a concept that comprises, in its four dimensions, compli-
ance with (1) fundamental norms and rights at work; (2) productive and adequately paid decent employ-
ment; (3) social protection; and (4) tripartite social dialogue. Importantly, the ILO’s first role since its incep-
tion in 1919 was to develop a framework of international norms that establishes minimum labour and 
social security standards, based on the diagnostic that the absence of such standards contributed to the 
high levels of poverty and social distress that set the stage for the First World War. 

Two fundamental Conventions related to the freedom of association, the right to organize and to promote 
collective negotiations are the Freedom of Association and Protection of the Right to Organise Convention, 
1948 (No.87) and the Right to Organise and Collective Bargaining Convention, 1949 (No.98), which have 
been ratified by 157 and 162 countries, respectively. Among the countries included in the present report that 
signed agreements with the IMF in 2020, 90 had ratified Convention No. 87 and 96 had ratified Convention 
No. 98. Another very relevant “governance” Convention refers to the commitment of countries to discuss 
with the social partners the developments and modifications of all policies related to ILO matters, namely 
Tripartite Consultation (International Labour Standards) Convention, 1976 (No.144). To date, this Convention 
has been ratified by 156 countries, 86 of them among the signatories of agreements with the IMF in 2020. 
The Employment Policy Convention, 1964 (No.122) is another of the eight “governance” Conventions and 
refers to the commitment of the 115 ratifying countries (58 of them mentioned in this study) to pursue “full, 
productive and freely chosen employment” for all (Article 1). Countries that have ratified these Conventions 
(and others, such as those on work conditions) should ensure respect for these principles in their public 
policies when negotiating agreements with other international organizations, including the IMF.

Some examples of IMF advice regarding the labour market made in reports in 2020 are set out below.

●● 2020 Article IV consultation for Nepal (report 20/96): Amendments to the Labor Bill and Foreign Investment 
and Technology Transfer Act (FITTA) are needed which enhance labor and product-market flexibility.

●● 2020 Article IV consultation for Italy (report 20/79): Further liberalize product and service markets; de-
centralize wage bargaining to realign wages with labor productivity at the firm level; enhance public sector 
efficiency; and deploy the new insolvency code.

●● 2020 Article IV consultation for North Macedonia (report 20/24): Reforms to address key labor mar-
ket and institutional weaknesses will help lift medium-term growth and speed up income convergence (with 
the EU). (…) This should be complemented by efforts to build physical capital given infrastructure gaps and 
to boost human capital to address skills shortages and mismatches, including through vocational education 
and training and more use of skill-enhancing active labor market policies. Reforms to tackle informality would 
help improve the business climate and protect workers, with potential large revenue gains.

●● 2020 Article IV consultation for Brazil (report 20/311): Further changes in labor market regulation are 
currently being considered to reduce labor costs for the private sector and improve the ease of doing business.

Figure 17 shows the countries in which the IMF recommended the implementation of labour flexibiliza-
tion reforms. 
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XX Figure 17: Regional distribution of IMF recommendation to implement labour flexibilization reforms in 
2020

Source: Authors’ calculations based on IMF country reports in 2020.

Recommendations regarding government revenues
Macroeconomic policies address financial constraints, which depend on the pattern of ownership and con-
trol of financial resources, as well as the willingness of different groups of people to pay taxes, make social 
security contributions and buy government bonds (Elson 2002). As the Nobel laureate, Amartya Sen puts it:

Financial conservatism has good rationale and imposes strong requirements, but its demands must be interpret-
ed in the light of the overall objectives of public policy. The role of public expenditure in generating and guar-
anteeing many basic capabilities calls for attention; it must be considered along with the instrumental need for 
macroeconomic stability. Indeed, the latter need must be assessed within a broader framework of social objec-
tives. (Sen 1999, p. 141).

This means countries can and should pursue diverse financing options that are equitable in order to mo-
bilize the financial resources needed for social investments, including investments in universal social pro-
tection and quality public services. 

In the reports reviewed for this study, the IMF made recommendations regarding what governments should 
do to shore up their resources and raise revenue in order to increase expenditure on important health and 
social spending, while at the same time reducing the fiscal deficit and public debt. IMF reports reflected some 
discussion on fiscal space. While this is generally a welcome development, more ambition is needed to ef-
fectively provide countries with the funding required to recover from the pandemic and deliver on the SDGs.  

There are many financing options that would help circumvent the need for fiscal consolidation cuts, even 
in the poorest countries. These include at least eight options for generating financing resources: (i) increas-
ing tax revenues; (ii) expanding social security coverage and contributory revenues for social protection; 
(iii) eliminating illicit financial flows; (iv) using fiscal and foreign exchange reserves; (v) managing debt by 
borrowing or restructuring existing debt; (vi) adopting a more accommodative macroeconomic framework; 
(vii) for low-income countries, lobbying for aid and transfers; and (viii) reallocating public expenditures (Ortiz 
et al. 2019). These fiscal options are supported by the United Nations and the international financial insti-
tutions. All options should be carefully examined, including their potential risks and trade-offs, and should 
be deliberated through national social dialogue. National tripartite dialogue – with government, employ-
ers and workers as well as civil society organizations, academics, parliaments, UN agencies and others – 
is fundamental for generating the political will to exploit all possible fiscal space options in a country and 
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adopting the optimal mix of public policies to promote national socio-economic development that includes 
jobs and social protection.

On tax matters, IMF staff supported the steps taken by governments to provide temporary tax relief to 
firms and households during the COVID-19 pandemic in the form of extended tax return filing deadlines; 
temporary exemptions and in some cases, temporary suspensions for the payment of some kinds of tax-
es. However, in the medium term, several policy measures are recommended in the country reports to in-
crease revenue from taxation. 

Value added tax
As figure 18 shows, recommendations on taxation focused on the introduction or expansion of value added 
taxes (VATs) by broadening their base or reducing exemptions. This is despite the IMF’s recognition of the 
generally regressive nature of VATs.8 Recommendations to introduce or improve revenue collection from a 
VAT were found in 12/15 or 80 per cent of reports on high-income countries, 13/39 or 33.3 per cent of re-
ports on upper-middle-income countries, 17/49 or 34.7 per cent of reports on lower-middle-income coun-
tries and 14/44 or 31.8 per cent of reports on low-income countries.

XX Figure 18: Incidence of taxation Measures (Number of country reports)

Source: Authors’ calculations based on 148 IMF country reports in 2020.

Figure 19 shows the regional distribution of the recommendation to increase revenue collection through VATs.

8 For example, in the 2020 Article IV consultation for the United States (report 20/241), when recommending the introduction of a VAT: 
“Given the VAT’s regressive effects it will be doubly important to ensure that, before a federal VAT is introduced, there is an effective safety net 
for the poor that is already in place.”
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XX Figure 19: Regional distribution of IMF recommendations on VATs in 2020

Source: Authors’ calculations based on IMF country reports in 2020.

Direct taxes
By contrast, fewer reports contained recommendations to improve revenue collection from more progres-
sive direct forms of taxation, such as personal income taxes (PITs), corporate income taxes (CITs) and wealth 
taxes. In comparison to 56 reports that contained recommendations to increase VAT revenue collections, 
only 33 reports contained advice related to PIT reform, 32 reports contained advice related to CIT reform 
and 22 reports contained recommendations to reform wealth or property tax systems. Of the 33 reports 
that discussed changing PIT rates, 8 recommended reducing them, while of the 32 reports discussing CITs, 
12 reports recommended lowering the CIT rates. Effectively, therefore, only 25 reports discussed increasing 
revenue collections from PITs, 20 reports discussed increasing revenue collections from CITs and 22 reports 
discussed increasing revenue collection from wealth or property taxes. These details are presented in table 6.

XX Table 6: Recommendations on tax reform, by country income groups and number of country reports

Type of tax Change 
in rate or 

scope

Country income group
High-income 

countries
Upper-middle-

income countries
Lower-middle-

income countries
Low-income 

countries
Total

Value added tax Increase 12 13 17 14 56
Decrease 0 0 0 0 0

Personal income 
tax

Increase 5 9 4 7 25
Decrease 5 0 2 1 8

Corporate in-
come tax

Increase 3 5 6 6 20
Decrease 4 3 2 3 12

Property/wealth 
tax

Increase 5 7 5 5 22
Decrease 0 0 0 0 0

Source: Authors’ calculations based on IMF country reports in 2020.

Interestingly, in its technical note on tax policy reform to provide operational guidance to policymakers, the 
IMF argues that advanced and emerging market economies should focus on raising revenues by broaden-
ing the base of VATs, as well as by imposing and broadening the scope of progressive PITs, neutral capital 
taxes and CITs, carbon taxes, property taxes and wealth taxes (de Mooij et al 2020). However, our analysis 
reveals that the emphasis of IMF country reports in 2020 has remained predominantly on raising revenue 
through VATs and there is barely any emphasis on wealth taxes or carbon taxes (Gallagher and Carlin 2020).
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XX 5	Continuity of COVID-19 related policy 
recommendations with pre COVID-19 policy 
recommendations

 

In this section, we examine whether there is continuity or a break in the advice given by the IMF in its coun-
try reports before 2020, compared to the advice it gave to countries in 2020, the year that was transformed 
by the challenges of COVID-19. This is interesting and relevant since in 2020, the IMF made many loans that 
seemed to be free of conditions that were often viewed as onerous and conducive to fiscal austerity. This 
is especially the case with loans made under the Rapid Credit Facility and the Rapid Financing Instrument. 

However, we find substantial overlap between the conditions or policy recommendations attached to loans 
extended through all instruments, including the Rapid Credit Facility  and Rapid Financing Instrument, as 
well as policy recommendations made in Article IV consultation reports for the same countries in 2020, 
suggesting a hysteresis and consistency of policy positions regarding individual economies. Therefore, we 
sought to examine whether there has indeed been a break between the policy recommendations and con-
ditions imposed before the COVID-19 pandemic and during the COVID-19 pandemic. A substantial overlap 
in conditions will suggest that there has not been a break in policy positions and recommendations of the 
IMF and we have no reason to expect that future programmes will omit such recommendations as policy 
conditions and performance targets. 

To conduct this analysis, we compare the recommendations with those that are tracked in Ortiz and Cummins 
(2019) in a review of the most common adjustment measures recommended by the IMF in 161 countries 
over 2018–2019. They present the advice on whether the IMF recommended the following eight adjustment 
measures: subsidy reduction; wage bill cuts/caps; safety net targeting; pension reform; labour flexibilization 
reform; health reform; consumption tax increases; and privatization. Therefore, we checked to see wheth-
er the IMF made similar recommendations in these areas in 2020 compared to those made in 2018–2019.

There are only four countries in our study that are not contained in Ortiz and Cummins (2019).9 Table 7 
presents the average number of similar policy recommendations in 2018–2019 and 2020. The similarity of 
advice in making eight comparable recommendations declined by income group, with the IMF on average 
making 3.5 similar recommendations to high-income countries, 2.7 similar recommendations to upper-mid-
dle-income countries, 2.0 similar recommendations to lower-middle-income countries and 1.4 similar rec-
ommendations to low-income countries.

XX Table 7: Similarity of policy advice in 2020 country reports to most recent pre-2020 Article IV reports

Country income group Mean Number of recommendations

High-income 3.5 15
Upper-middle-income 2.7 40
Lower-middle-income 2.0 49
Low-income 1.4 44
Total 2.1 148

Source: Authors’ calculations based on IMF country reports in 2020.

9 Democratic Republic of the Congo, Nicaragua, North Macedonia and Tajikistan.
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Figure 20 shows the continuity in terms of specific adjustment measures. It can be seen that the most per-
sistent policy advice is the containment of wage costs, specifically in the public sector, followed by safety 
net targeting and the reduction of subsidies. The least persistent policy recommendation is to contain or 
rationalize expenditure on health care. This is also evident in our analysis (see section IV.B) of recommen-
dations to expand health-care expenditure in IMF country reports in 2020.

XX Figure 20: Similarity of policy recommendations pre- and post-pandemic (2018–2019 and 2020) (Number of 
countries)

Source: Authors’ calculations based on 148 IMF country reports in 2020 and Ortiz and Cummins (2019).

However, there is clear continuity in the emphasis placed on balanced budgets and policies recommending 
fiscal austerity. Ortiz and Cummins (2015 and 2019) show that after the expansion of government expend-
iture in countries around the world in 2008–2010 (which the IMF supported), the advice rapidly shifted to 
encouraging fiscal consolidation and an exit from stimulus policies, as well as structural reforms in public 
finances, even if the recovery from the financial crisis was not yet under way. Given that fiscal consolidation 
is the most frequent policy recommendation in 2020 IMF country reports and that the reduction of public 
debt is also recommended frequently, it appears that there is considerable continuity in IMF policy advice 
in favour of a balanced budget and austerity policies, despite the new approach introducing safeguards for 
social expenditure, not to mention the significant coverage and adequacy gaps in social protection systems 
that have left more than 4 billion people unprotected during the COVID-19 crisis and beyond.
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XX 6	Conclusion

 

This paper builds upon the critical importance of IMF policy advice on social spending for universal social 
protection policies and systems, as well as a belief in the complementary mandates and expertise of the 
ILO and the IMF. This report examines the response of the IMF to the COVID-19 pandemic, with a special 
focus on recommendations related to social protection.

In 2020, the IMF made 113 loan disbursements totalling $93.7 billion to 83 countries, through six key fa-
cilities. The IMF used its two new policy instruments, the Rapid Credit Facility and the Rapid Financing 
Instrument, most frequently to make these loans. Such loans are made without the policy conditionalities 
that typically accompany other IMF arrangements. However, all IMF loans were accompanied by policy ad-
vice, which we have analysed in this report.

The IMF strongly supported higher health spending in many countries and expanded cash transfers. 
Nevertheless, based on our analysis of 148 IMF country reports in 2020, we also find that the most fre-
quent policy recommendation that the IMF made was for governments to continue efforts towards fiscal 
consolidation, either during or after the COVID-19 pandemic, so that governments can put public debt on a 
downward trajectory. Specifically, the recommendations to proceed with fiscal consolidation and to reduce 
public debt were made in 138 and 108 of 148 country reports, respectively. This is concerning given the high 
degree of uncertainty that still surrounds the prospects of improved conditions related to the COVID-19 pan-
demic. In fact, the crisis seems to have resulted in a growing divergence and two-speed recovery between 
advanced economies and developing countries, driven by the relatively low vaccination rates, limited social 
protection coverage and inadequate fiscal stimulus in low- and middle-income countries.

IMF staff also recommended the reduction of subsidies; increased targeting of subsidies and social pro-
grammes; the reduction of the public-sector wage bill; pension reform; and labour market flexibilization re-
forms. The reports further recommended reducing non-priority current and capital expenditure; and raising 
revenue from a variety of sources, such as taxation. The focus of IMF policy advice was on raising revenue 
from the expansion of indirect taxes such as the VAT, while less emphasis was placed on raising revenue 
from direct taxes such as CITs, PITs and property taxes, which tend to be more progressive.

Regarding the advice given to countries in relation to social protection programmes and their financing, 
in 132 of 148 reports the IMF recommended or supported increases in health expenditure to confront the 
pandemic, although mostly with the advice to roll back some of the expenditure once the emergency situ-
ation was under control, despite the persistent health-care deficits due to insufficient funding. In 28 coun-
tries, a social spending floor had been envisaged and in 17 of these the minimum target had been met.  
However, in 9 of the 11 countries in which the social spending floor had not been met, IMF advice still went 
in the direction of fiscal consolidation. 

Regarding cash transfers, the IMF supported or recommended the expansion of cash transfers to cushion 
the impact of the crisis in 79 countries, always adding further recommendations, such as stronger target-
ing, consolidating overlapping programmes, eliminating “inefficient” programmes and withdrawing addi-
tional expenditure once the crisis was under control. The expansion of expenditure on health care and cash 
transfer schemes – including the establishment of a social spending floor – can support the goal of extend-
ing social protection floors to all by 2030 (SDG target 1.3), while at the same time combating the inequal-
ity and poverty that has been exacerbated by the pandemic and its consequences. Such a move requires 
adapting and reforming programmes initially designed as temporary and emergency ones to become in-
stitutionalized, sustainable and synergetic elements of a national social protection system. However, this is 
possible only if the additional expenditure is not withdrawn once the pandemic is under control but rath-
er is continued with sufficient levels of financing to build universal social protection systems that are ade-
quate, comprehensive and sustainable.  
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In the area of pension reforms, the analysis has shown that IMF staff proposed or supported implement-
ing such reforms despite the crisis or as soon as it ended in 38 countries. It is important to recognize that 
parametric and administrative pension reforms are needed because of the development and/or ageing of 
societies. However, these pension reforms (and social security reforms in general) should be guided not 
only by the principle of sustainability but also by other core international social security principles – such as 
universality of coverage, adequacy and predictability of benefits, solidarity and collective financing –  and 
should be supported by social dialogue and publicly accessible actuarial studies. 

Lastly, the IMF reports provided advice on social contributions to 21 countries. In some cases, they sup-
ported their deferral or temporary reduction, partly to alleviate the impact of the crisis on enterprises and 
partly to permanently reduce the cost of labour. However, these options entail the risk of underfunding con-
tributory social security systems and may therefore endanger the sustainability of such schemes. In other 
cases, the IMF supported the increase of social contributions to finance extraordinary expenditure and/or 
reduce transfers from the government budget to social security schemes. Clearly, this important topic de-
serves in-depth exploration. On the one hand, there is no empirical evidence to support the alleged role of 
social contributions in fostering informality; on the other hand, social contributions are the most important 
source of financing for social protection systems in the world, especially in developing countries. According 
to a recent ILO estimate (ILO 2020b), increasing revenue from social contributions may provide up to one 
third of the resources needed to finance the universalization of the social protection floor in developing 
countries by 2030, which will also reduce the pressure on general government revenue.

The analysis in this paper revealed substantial continuity in the policy advice provided by the IMF during 
the pandemic relative to its policy recommendations and programme conditions prior to the pandemic, 
despite the new approach to social expenditure adopted in 2019. Therefore, the policy advice accompany-
ing agreements signed by countries with the IMF risks not having a strong effect to move governments to-
wards changing their priorities and restructuring their economies substantially once the pandemic is over. 

Several policy organizations, including governments, central banks and other international organizations, 
seem to be critically re-evaluating and changing the way they operate. Continuing in a business-as-usual 
fashion may be harmful and counterproductive to recovery and building resilience in a post-COVID world. 
There is a strong role for the IMF to help countries to critically re-evaluate their policy stance and create 
the conditions for an inclusive recovery and resilience beyond the crisis, supported and facilitated by fiscal 
and monetary policies. Indeed, macroeconomic policies must be placed within the broader framework of 
social objectives. The extension of social protection to all cannot be achieved without macroeconomic sta-
bility; conversely, there can be no lasting macroeconomic prosperity without a functioning social protection 
system that progressively covers the entire population.

To reiterate a point already noted in section I, just as social protection policies need an enabling fiscal and 
macroeconomic policy environment, so too macroeconomic performance is contingent on adequate in-
vestments in social protection systems that support people’s life and work transitions, facilitate structural 
transformations of the economy and enhance social justice and peace. It is important therefore that the 
IMF’s policy advice on social spending, and its engagement with the ILO and other UN agencies on social 
policy are cognizant of internationally agreed development goals and the international labour standards 
ratified by many of the countries that are also among the signatories of agreements with the IMF. 
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Annex

Appendix 1: Instruments used by the IMF to extend loans to 
governments in 2020

a)	 Rapid Credit Facility (RCF). Under this facility, the IMF makes quick loans to low-income coun-
tries facing imminent balance-of-payment crises, with “limited conditionality”. This facility is used 
to make loans to member countries in which “full-fledged economic programs are either not 
necessary or not feasible.” The limit for borrowing from this facility has been increased from 50 
to 100 per cent of a member’s quota during the Covid-19 pandemic and this higher borrowing 
limit was retained until October 2020. The loans were made at 0 per cent interest rate and for a 
final maturity of 10 years.10 The IMF extended 48 loans under this facility to 43 countries in 2020.

b)	 Rapid Financing Instrument (RFI). This facility is available to all member countries in order to 
respond to imminent balance-of-payment problems. This facility is used to provide support in 
the event of commodity price shocks, natural disasters, conflict and post-conflict situations, and 
emergencies resulting from fragility. Like the RCF for low-income countries, this facility is used 
when a full-fledged economic programme is either not necessary or not feasible.11 The IMF ex-
tended 36 loans to 35 countries under this facility. Some countries received loans under both 
the RCF and the RFI.

c)	 Stand-By Arrangement (SBA). This is the “workhorse” lending arrangement for emerging and 
advanced economies. It is used to support member countries’ adjustment policies with short-
term financing. Loans under this arrangement are subject to policy conditionality, which is in-
tended to alleviate the economic policy conditions that made the member country approach the 
IMF for a loan.12 Under this arrangement, the IMF made 7 disbursements to 4 countries in 2020.

d)	 Extended Fund Facility (EFF). This facility is used to make medium-to-long-term loans to mem-
ber countries facing balance-of-payments problems because of structural weaknesses that would 
require a medium-to-long-term economic programme to effectively address. These loans come 
with extensive policy commitments to implement economic policies for structural adjustment, 
institutional reform and macroeconomic stabilization.13 The IMF made 12 disbursements to 9 
countries in 2020 through this  facility.

e)	 Extended Credit Facility (ECF). This facility is used to make medium-to- long-term loans to 
low-income member countries that are facing balance-of-payments problems that result from 
structural weaknesses that would require a medium-to-long-term economic programme to ef-
fectively address. These loans come with extensive policy commitments to implement economic 
policies for structural adjustment, institutional reform and macroeconomic stabilization.14 The 
IMF used this facility to make 20 disbursements to 15 countries in 2020.

f)	 Flexible Credit Line (FCL). This facility is only available to qualified member countries that have 
strong policy frameworks and track records in economic performance. However, once coun-
tries qualify for the FCL, they can draw on it without ongoing conditions. In order to qualify for 
the FCL, member countries must have strong economic fundamentals and institutional policy 
frameworks, demonstrate a track record of implementing strong policies and be committed to 
maintaining such policies in the future. In recent Article IV consultations, countries must also 

10 IMF, “IMF Rapid Credit Facility (RCF)”, Factsheet, 30 March 2021.  
11 IMF, “Rapid Financing Instrument Factsheet (RFI)”, Factsheet, 23 March 2021.  
12 IMF, “IMF Stand-By Arrangement (SBA)”, Factsheet, 5 October 2021. 
13 IMF, “Extended Fund Facility (EFF)”, Factsheet, 19 May 2021.
14 IMF, “Extended Fund Facility”.

https://www.imf.org/en/About/Factsheets/Sheets/2016/08/02/21/08/Rapid-Credit-Facility
https://www.imf.org/en/About/Factsheets/Sheets/2016/08/02/19/55/Rapid-Financing-Instrument
https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/20/33/Stand-By-Arrangement
https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/20/56/Extended-Fund-Facility
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have been judged to meet additional conditions, such as having a sustainable external position, 
a capital account position dominated by private flows and a track record of steady sovereign ac-
cess to international capital markets on favourable terms, among others.15 At present, only Chile, 
Colombia, Mexico and Peru are eligible to draw on the FCL. The IMF agreed on FCL arrangements 
with three countries – Chile, Colombia and Peru – in 2020.

g)	 Catastrophe Containment and Relief Trust (CCRT). This allows the IMF to provide grants to 
low-income member countries for debt relief when they are affected by natural disasters or public 
health emergencies. A total of 25 countries have been provided debt relief using the CCRT since 
March 2020. Through the CCRT, the IMF made grants of $227 million to allow governments to 
make debt service payments due to the IMF between 13 April and 13 October 2020. On 5 October 
2020, the executive directors approved a second six-month tranche of grants to 28 countries to 
make payments on eligible debt service (IMF 2020).16 

15 IMF, “Flexible Credit Line (FCL), Factsheet, 2 March 2021.  
16 IMF, “Catastrophe Containment and Relief Trust”, Factsheet, 9 April 2021. 

https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/20/40/Flexible-Credit-Line#%3A~%3Atext%3DThe%20Flexible%20Credit%20Line%20(FCL%2Ctrack%20records%20in%20economic%20performance.%26text%3DTo%20date%2C%20five%20countries%2C%20Chile%2CPoland%2C%20have%20used%20the%20FCL
https://www.imf.org/en/About/Factsheets/Sheets/2016/08/01/16/49/Catastrophe-Containment-and-Relief-Trust
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Appendix 2: IMF country reports reviewed, 2019–2020
Country/territory and 

code Report Date published Country/territory and 
country code Report Date published

Afghanistan
19/382 December 2019 Italy ITA 20/79 March 2020

AFG 20/143 April 2020 Jamaica JAM 20/167 May 2020
20/300 November 2020 Japan JPN 20/39 February 2020

Albania
19/29 January 2019 Jordan JOR 20/101 April 2020

ALB 20/118 April 2020 Jordan JOR 20/180 May 2020
20/309 November 2020 Kazakhstan KAZ 20/32 January 2020

Angola AGO 20/281 September 2020 Kenya KEN 20/156 May 2020

Armenia
20/176 May 2020 Kosovo1 KSV 20/112 April 2020

ARM 20/318 December 2020 Kuwait KWT 20/89 March 2020
Australia AUS 20/68 February 2020 Kyrgyzstan KGZ 20/90 March 2020

Bahamas
20/191 June 2020 Kyrgyzstan KGZ 20/158 May 2020

BHS 19/198 July 2019 Lesotho LSO 20/228 July 2020

Bangladesh BGD 19/299 September 2019 Liberia LBR 20/202 June 2020
20/187 May 2020 North Macedonia MKD 20/24 January 2020

Barbados
19/370 December 2019 North Macedonia MKD 20/113 April 2020

BRB 20/192 June 2020 Madagascar MDG 20/60 January 2020
20/314 December 2020 Madagascar MDG 20/100 April 2020

Belgium BEL 20/91 March 2020 Madagascar MDG 20/268 July 2020

Benin
19/203 June 2019 Malawi MWI 20/168 May 2020

BEN 20/175 May 2020 Malawi MWI 20/288 October 2020
Bolivia 
(Plurinational 
State of)

BOL
20/182 April 2020 Malaysia MYS 20/57 February 2020

Bosnia and 
Herzegovina

BIH 20/126 April 2020 Maldives MDV 20/133 April 2020

Brazil BRA 20/311 December 2020 Mali MLI 20/8 January 2020

Burkina Faso
BFA 20/130 April 2020 Mali MLI 20/153 April 2020

20/304 November 2020 Mauritania MRT 20/140 April 2020

Cabo Verde

19/255 July 2019 Mauritania MRT 20/274 September 2020
CPV 20/136 April 2020 Mexico MEX 20/293 November 2020

20/297 October 2020 Republic of 
Moldova MDA 20/76 March 2020

Cameroon
20/48 January 2020 Republic of 

Moldova MDA 20/129 April 2020

CMR 20/185 May 2020 Mongolia MNG 19/297 September 2019
20/294 October 2020 Mongolia MNG 20/205 June 2020

Central African 
Republic

CAF 20/137 April 2020 Montenegro MNE 19/293 September 2019

Chad
TCD 19/258 July 2019 Montenegro MNE 20/210 June 2020

20/231 July 2020 Mozambique MOZ 20/141 April 2020
Chile CHL 20/183 May 2020 Myanmar MMR 20/88 March 2020

Colombia
20/104 April 2020 Myanmar MMR 20/215 June 2020

COL 20/148 May 2020 Nepal NPL 20/96 April 2020
20/284 September 2020 Nepal NPL 20/155 May 2020
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Country/territory and 
code Report Date published Country/territory and 

country code Report Date published

Comoros
20/152 April 2020 Nicaragua NIC 20/307 November 2020

COM 20/198 March 2020 Nicaragua NIC 20/59 February 2020
Congo COG 20/26 January 2020 Niger NER 20/128 April 2020
Costa Rica CRI 20/145 April 2020 Niger NER 20/292 October 2020

Côte d’Ivoire
CIV 20/132 April 2020 Nigeria NGA 20/142 April 2020

20/321 December 2020 Pakistan PAK 20/114 April 2020
Croatia HRV 20/50 February 2020 Panama PAN 20/124 March 2020

Djibouti
19/314 September 2019 Panama PAN 20/147 April 2020

DJI 20/159 May 2020 Papua New 
Guinea PNG 20/95 April 2020

Dominica DMA PR 20/192 April 2020 Papua New 
Guinea PNG 20/211 June 2020

Dominican 
Republic

DOM 19/273 June 2019 Paraguay PRY 20/127 April 2020
20/154 April 2020

Peru
20/3 January 2020

Democratic 
Republic of the 
Congo

19/285 September 2019 PER 20/181 May 2020
ZAR 20/146 April 2020

Rwanda
20/115 April 2020

Ecuador

19/81 March 2019 RWA 20/207 June 2020
19/379 December 2019 Samoa WSM 20/138 April 2020

ECU 20/178 May 2020 San Marino SMR 20/93 April 2020
20/286 September 2020 Sao Tome and 

Principe
STP 20/139 April 2020

20/325 December 2020 20/232 July 2020

Egypt
EGY 20/266 June 2020

Senegal
SEN 20/225 July 2020

20/271 May 2020 20/108 April 2020
El Salvador SLV 20/106 April 2020 Serbia SRB 20/270 August 2020

Eswatini
SWZ 20/41 January 2020 Seychelles SYC 20/170 May 2020

20/229 July 2020
Sierra Leone

SLE 20/116 April 2020

Ethiopia
ETH 20/29 January 2020 20/196 June 2020

20/150 April 2020
Solomon Islands

SLB 20/49 February 2020
Fiji FJI 20/80 February 2020 20/190 June 2020

Gabon
19/389 December 2019

Somalia
20/85 March 2020

GAB 20/109 April 2020 SOM 20/310 November 2020
20/267 July 2020

South Africa
20/33 January 2020

Gambia GMB 20/119 April 2020 ZAF 20/226 July 2020

Georgia
GEO 20/149 May 2020 South Sudan SSD 20/301 November 2020

20/322 December 2020 Spain ESP 20/298 November 2020

Ghana
GHA 19/367 December 2019

St Lucia
LCA 20/54 February 2020

20/110 April 2020 20/157 April 2020

Grenada GRD 20/161 April 2020 St Vincent and 
the Grenadines VCT 20/179 May 2020

Guatemala GTM 20/201 June 2020 Tajikistan TJK 20/151 May 2020

Guinea
20/111 April 2020 Togo TGO 20/107 April 2020

GIN 20/218 June 20020 Tunisia TUN 20/103 April 2020
20/316 December 2020 Uganda UGA 20/165 May2020

Haiti
20/121 January 2020 Ukraine UKR 20/197 Jun 2020

HTI 20/123 April 2020 United Kingdom GBR 20/320 December 2020
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Country/territory and 
code Report Date published Country/territory and 

country code Report Date published

Honduras
19/236 July 2019 United States USA 20/241 August 2020

HND 20/186 June 2020 Uruguay URY 20/51 February 2020
20/319 December 2020 Uzbekistan UZB 20/171 May 2020

1 As defined in UN Security Council resolution 1244 of 1999.

Appendix 3: IMF loan type and size of disbursement (millions of 
US$)

Country/ 
territory Instrument 

Size of 
disburse-
ment 

Percentage 
of quota

Country/ 
territory Instrument 

Size of 
disburse-
ment 

Percentage 
of quota

Afghanistan 
RCF 220 50 Jordan RFI 396 85

ECF 370 80 Kenya RCF 739 100
Albania RFI 190.4 100 Kosovo1 RFI 56.5 50
Angola EFF 1000 94 Kyrgyzstan RCF and RFI 120.9 50

Armenia
SBA 248 100  Kyrgyzstan RCF and RFI 121.1 50
SBA 37 20 Lesotho RCF and RFI 49.1 50

Bahamas RFI 252 100 Liberia RCF 50 14

Bangladesh RCF and RFI 732 50 North 
Macedonia RFI 191.83 100

Barbados EFF 91 70 Madagascar ECF 43.2 13
Barbados EFF 69 51 Madagascar RCF 165.99 50
Benin ECF 103.5 61.4 Madagascar RCF 172 50
Bolivia 
(Plurinational 
State of)

RFI 327 100 Malawi RCF 91 47.9

Bosnia and 
Herzegovina RFI 361 100 Malawi RCF 102 52

Burkina Faso
ECF 115.3 70 Maldives RCF 28.9 100
ECF 51 31 Mali ECF 27.63 10.7

Cabo Verde RCF 32.2 100 Mali RCF 200.4 78.6
Cameroon ECF 76.1 20.2 Mauritania RCF 130 74.3

Cameroon
ECF 226 60 Mauritania ECF 29 16

RCF 156 40 Republic of 
Moldova RCF and RFI 235 100

Central African 
Republic RCF 38 25 Republic of 

Moldova ECF 20 8

Chad RCF 115.1 60 Mongolia RFI 99 100
Chad RCF 68.49 35 Montenegro RFI 83.7 100

Chile FCL 23900 1000 Mozambiq-
ue RCF 309 100

Colombia
FCL 10800 384 Myanmar RCF and RFI 356.5 50
FCL 6500 216 Nepal RCF 214 100

Comoros RCF and RFI 12 50 Nicaragua RCF and RFI 185 50
Costa Rica RFI 504 100 Niger RCF and ECF 114.49 63.6
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Country/ 
territory Instrument 

Size of 
disburse-
ment 

Percentage 
of quota

Country/ 
territory Instrument 

Size of 
disburse-
ment 

Percentage 
of quota

Côte d’Ivoire
RCF and RFI 886 100 Niger ECF 20 11
ECF and EFF 278 31 Nigeria RFI 3400 100

Djibouti RCF 43.4 100 Pakistan RFI 1386 50
Dominican 
Republic RFI 650 100 Panama RFI 515 100

Dominica RCF 14 n.d. Papua New 
Guinea RCF 363.6 100

Democratic 
Republic of the 
Congo

RCF 363.27 25 Paraguay RFI 274 100

Ecuador
RFI 643 67.3 Peru FCL 11000 600
EFF 2000 200

Rwanda
RCF 109.4 50

EFF 2000 200 RCF 111.06 50

Egypt
SBA 2000 70.7 Samoa RCF 22.03 100
RFI 2772 100 Sao Tome 

and Principe
RCF 12.29 61

El Salvador RFI 389 100 ECF 2.67 13
Eswatini RFI 110.4 100 Senegal RCF and RFI 442 100
Ethiopia ECF and EFF 411 100 Seychelles RFI 31.2 100

Gabon
RFI 147 50

Sierra Leone
ECF 21.13 7.4

RFI 153 50 RCF 143 50

Gambia RCF 21.3 25 Solomon 
Islands RCF and RFI 28.5 100

Georgia
EFF 200 130

Somalia
ECF and EFF 395.5 179

EFF 114 74 ECF 10 5
Ghana RCF 1000 100 South Africa RFI 4300 100
Grenada RCF 22.4 100 South Sudan RCF 52 15
Guatemala RFI 594 100 St Lucia RCF 29.2 100

Guinea
RCF 23.5 8

St Vincent 
and the 
Grenadines

RCF 16 100

RCF 148 50 Tajikistan RCF 189.5 80
ECF 50 17 Togo ECF 131.3 66

Haiti RCF 111.6 50 Tunisia RFI 745 100

Honduras
SBA 234 65 Uganda RCF 491.5 100
SBA 90 25 Ukraine SBA 2100 75

Jamaica RFI 520 100 Uzbekistan RCF and RFI 375 50
1 As defined in UN Security Council resolution 1244 of 1999.
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Appendix 4: Main adjustment measures related to social 
protection in 80 countries in 2020

Country /
territory

Non-priority 
expendi-
tures

Cash 
transfers

Subsidy 
reduc-
tion

Pension 
reform

Social 
security 
contribu-
tions

Wage 
bill 
cut

Labour flexi-
bilization 
reform

Fees for 
public 
services

Total

Afghanistan 1 1 2
Albania 1 1 1 3
Angola 1 1 1 1 1 5
Armenia 1 1 1 1 4
Australia 1 1
Bahamas 1 1 1 1 1 1 6
Bangladesh 1 1 2
Barbados 1 1 1 1 1 5

Belgium 1 1 1 1 1 5
Benin 1 1 1 3
Bolivia 
(Plurinational 
State of)

1 1 2

Bosnia and 
Herzegovi-
na
Brazil 1 1 1 1 1 5
Burkina Faso 1 1 1 1 4
Cabo Verde 1 1 2
Cameroon 1 1 1 1 4
Central 
African 
Republic

1 1

Chad 1 1 2
Chile 0
Colombia 1 1 1 3
Comoros 1 1 1 1 4
Congo 1 1 1 3
Costa Rica 1 1 1 1 1 1 6
Côte d’Ivoire 1 1 1 1 1 5
Croatia 1 1 1 3
Djibouti 1 1 2
Dominica 1 1 2
Dominican 
Republic

1 1

Democratic 
Republic of 
the Congo

1 1

Ecuador 1 1 1 1 1 1 1 7
Egypt 1 1 1 1 1 5
El Salvador 1 1 1 1 4
Eswatini 1 1 1 1 4
Ethiopia 1 1 1 1 1 5
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Country /
territory

Non-priority 
expendi-
tures

Cash 
transfers

Subsidy 
reduc-
tion

Pension 
reform

Social 
security 
contribu-
tions

Wage 
bill 
cut

Labour flexi-
bilization 
reform

Fees for 
public 
services

Total

Fiji 1 1 1 1 4
Gabon 1 1 2
Gambia 1 1 2
Georgia 1 1 1 1 1 5
Ghana 1 1 2
Grenada
Guatemala 1 1 1 1 4
Guinea 1 1 1 1 1 5
Haiti 1 1 1 1 4
Honduras 1 1 1 1 1 5
Italy 1 1 1 1 4
Jamaica 1 1

Japan 1 1 2
Jordan 1 1 1 1 1 1 1 7
Kazakhstan 1 1
Kenya 1 1 2
Kosovo1 1 1
Kuwait 1 1 1 1 1 5
Kyrgyzstan 1 1 1 1 4
Lesotho 1 1 1 3
Liberia 1 1 2
North 
Macedonia

1 1 1 1 1 1 1 7

Madagascar 1 1 1 1 1 1 6
Malawi 1 1 1 1 4
Malaysia 1 1 1 1 1 1 6
Maldives 1 1 2
Mali 1 1 1 1 4
Mauritania 1 1 1 1 4
Mexico 1 1 1 1 4
Mongolia 1 1 1 3
Montenegro 1 1 2
Mozambiq-
ue

1 1 1 1 4

Myanmar 1 1 1 3
Nepal 1 1
Nicaragua 1 1 1 1 1 5
Niger 1 1 2
Nigeria 1 1 1 1 4
Pakistan 1 1
Panama 1 1 1 3
Papua New 
Guinea

1 1 2

Paraguay 1 1 2
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Country /
territory

Non-priority 
expendi-
tures

Cash 
transfers

Subsidy 
reduc-
tion

Pension 
reform

Social 
security 
contribu-
tions

Wage 
bill 
cut

Labour flexi-
bilization 
reform

Fees for 
public 
services

Total

Peru 1 1 1 1 1 5
Republic of 
Moldova

1 1 1 1 1 1 1 7

Rwanda 1 1 2
Samoa 1 1 2
San Marino 1 1 1 1 1 5
Sao Tome 
and Principe

1 1 1 1 1 1 6

Senegal 1 1 1 3
Serbia 1 1 1 1 1 5
Seychelles 1 1
Sierra Leone 1 1 1 3
Solomon 
Islands

1 1 2

Somalia 1 1 1 1 4
South Africa 1 1 1 1 1 5
South Sudan 1 1
Spain 1 1 2
Saint Lucia 1 1 1 3
Saint Vincent 
and the 
Grenadines

1 1 2

Tajikistan 1 1
Togo 0
Tunisia 1 1 1 3
Uganda 1 1 2
Ukraine 1 1 1 3

United 
Kingdom

1 1 1 3

United 
States

1 1 1 1 4

Uruguay 1 1 1 1 1 1 1 7
Uzbekistan 1 1 2

1 As defined in UN Security Council resolution 1244 of 1999.
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Appendix 5: Main adjustment measures: Government finances
Country/territory VAT 

increase
Profit tax 
increase

Profit tax 
decrease

Income tax 
increase

Income tax 
decrease

Wealth/ 
property tax

Total

Afghanistan 1 1
Albania 1 1
Angola 1 1 1 1 4
Armenia 1 1 1 1 4
Australia 1 1 1 1 4
Bahamas 1 1 2
Bangladesh 1 1 2
Barbados 1 1 1 1 4
Belgium 1 1
Benin 0
Bolivia (Plurinational 
State of)

0

Bosnia and Herzegovina 0
Brazil 1 1 1 3
Burkina Faso 1 1
Cabo Verde 1 1
Cameroon 1 1
Central African Republic 0
Chad 1 1
Chile 0
Colombia 1 1
Comoros 0
Congo 0
Costa Rica 1 1 2
Côte d’Ivoire 1 1 2
Croatia 1 1 1 3
Djibouti 0
Dominican Republic 0
Democratic Republic of 
the Congo

1 1

Ecuador 1 1 1 3
Egypt 1 1 2
El Salvador 1 1 2
Eswatini 1 1 1 3
Ethiopia 1 1 1 3
Fiji 0
Gabon 0
Gambia 0
Georgia 0
Ghana 0
Grenada 0
Guatemala 0
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Country/territory VAT 
increase

Profit tax 
increase

Profit tax 
decrease

Income tax 
increase

Income tax 
decrease

Wealth/ 
property tax

Total

Guinea 1 1 2
Haiti 1 1
Honduras 0
Italy 1 1 1 1 4
Jamaica 1 1
Japan 1 1 1 3
Jordan 1 1
Kazakhstan 1 1 2
Kenya 1 1 1 3
Kosovo1 0
Kuwait 1 1 2
Kyrgyzstan 0
Lesotho 0
Liberia 0
North Macedonia 1 1 1 3
Madagascar 1 1 2
Malawi 1 1 1 3
Malaysia 1 1 1 3
Maldives 1 1
Mali 1 1 2
Mauritania 1 1
Mexico 1 1 1 3
Mongolia 0
Montenegro 0
Mozambique 1 1
Myanmar 1 1 2
Nepal 0
Nicaragua 1 1 2
Niger 0
Nigeria 1 1
Pakistan 0
Panama 0
Papua New Guinea 1 1
Paraguay 0
Peru 1 1 2
Republic of Moldova 1 1 1 3
Rwanda 0
Samoa 0
San Marino 1 1
Sao Tome and Principe 1 1
Senegal 0
Serbia 0
Seychelles 0
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Country/territory VAT 
increase

Profit tax 
increase

Profit tax 
decrease

Income tax 
increase

Income tax 
decrease

Wealth/ 
property tax

Total

Sierra Leone 1 1
Solomon Islands 1 1
Somalia 1 1
South Africa 0
South Sudan 0
Spain 1 1 1 3
Saint Lucia 1 1 2
Saint Vincent and the 
Grenadines

1 1

Tajikistan 0
Togo 1 1 2
Tunisia 0
Uganda 0
Ukraine 1 1 2
United Kingdom 1 1 1 3
United States 1 1 1 3
Uruguay 0
Uzbekistan 1 0

1 As defined in UN Security Council resolution 1244 of 1999.
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