HATAB

ADDENDUM: BOTSWANA’S NATIONAL RESPONSE TO THE CORONA
PANDEMIC: HOSPITALITY AND TOURISM SECTOR PROPOSAL TO
THE GOVERNMENT OF BOTSWANA

Al. This addendum to the Botswana Hospitality and Tourism sector proposal on National
Response to the COVID-19 is serves one purpose only: to share country approaches to the
economic impacts of the COVID-19 pandemic. The consensus among leading economists around
the world is twofold:

a) The pandemic will cause deep economic pain. It will drive the global economy (and every
national economy) into a deep recession. By some estimates, a robust and considerably
resilient economy such as that of the USA could lose as much as a quarter of its GDP to
COVID-19. Absent decisive action to mitigate the impacts of the pandemic, the economic
carnage will be deeper in the more fragile developing economies. There will be extensive
loss of business and plenty of business closures, extensive job losses and destruction of
wealth on a large scale.

b) Governments must “Act fast and do whatever it takes to fight the COVID-19 crisis”
https://www.weforum. Their metaphor for the bold and decisive action required to fight the
economic fallout caused by the COVID-19 pandemic is “bring out the ‘big artillery’?.

¢) Unconventional policy options such as ‘helicopter money’ should be on the table, they
argue. Helicopter money is a metaphor for the incidence of the government giving large
amounts of no-strings attached money to the public.

d) Governments will need to reduce personal and corporate bankruptcies, ensure people have
money to keep spending even if they’re not working, and increase public investment and
healthcare spending. Governments must go deep into deficit financing and spend their way
to recovery.

A2. Both the health and economic aspects of the response to COVID-19 require bold and decisive
action, as well as large sums of money. The cost of inaction, or even hesitation, in terms of human
life, damage to the economy, and ‘loss of the future’, is too ghastly to contemplate. HATAB has
proposed a surge in the health response, which at this point, only a day after its original proposal,
must include a lockdown?. It has also proposed a bold Emergency COVID-19 Containment and
Recovery Plan (ECCRP) that could cost between 10-20% of GDP. The alternative is to allow the

! Among the drastic measures proposed are: ‘helicopter money,” where everyone gets a no-strings-
attached handout...and state investment banks provide unlimited emergency lending to firms

2 A lockdown is the most effective way of breaking the transmission chain of the virus
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https://www.weforum.org/agenda/2020/03/covid-19-economic-crisis-recession-economists

pandemic to run its cause and pick up the pick the pieces from depths at which most individuals
and firms will not recover.

A3. Table 1 summarises the responses of some of the countries that have decided to heed the
advice of economists to avoid deep, long-lasting damage to their economies. These countries have
opted to use ‘heavy fiscal power’ to mitigate the economic effects of the pandemic on individuals,
households, firms and the macro economy, and give themselves a decent short at speedy and
effective post COVID-19 recovery.
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Table 1: Country Economic Responses to the COVID-19 Pandemic
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South Africa | 1. Solidarity Fund

Funds efforts to combat and track the spread of the virus, care for those who are ill and support those whose lives are
disrupted

Is administered by a team of reputable people from the financial, accounting and government sectors
Government has provided seed capital of R150 million

The Rupert and Oppenheimer families have contributed R1 billion each to assist small businesses (and their
employees) affected by the pandemic

Lesson Learned: Act decisively to create a vehicle for stakeholders (private sector, public sector, civil society, international
community) to contribute resources (money, skills, supplies, time, ...) to the national response.
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2. Support Package for Businesses affected by Covid-19

Employees will receive wage payment through the Temporary Employee Relief Scheme. The scheme will enable
companies to pay employees directly and avoid retrenchment

large companies that are currently closed have accepted their responsibility to pay affected workers

Reserves in the Unemployment Insurance Fund (UIF) will, should it become necessary, be used to extend support to
workers in SMEs and other vulnerable firms who are faced with loss of income and whose companies are unable to
provide support

A tax subsidy of up to R500 per month for the next four months for those private sector employees earning
below R6,500 under the Employment Tax Incentive.

Accelerating the payment of employment tax incentive reimbursements from twice a year to monthly to get cash
into the hands of compliant employers as soon as possible.

Businesses with a turnover of less than R50 million will be allowed to delay 20% of their PAYE liabilities over
the next four months and a portion of their provisional corporate income tax payments without penalties or
interest for six months.

Temporary reduction of employer and employee contributions to the Unemployment Insurance Fund and
employer contributions to the Skill Development Fund.

The Department of Small Business Development has made over R500 million available immediately to assist
small and medium enterprises that are in distress through a simplified application process.
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2 The Industrial Development Corporation has put a package together with the Department of Trade, Industry and
Competition of more than R3 billion for industrial funding to address the situation of vulnerable firms and to
fast-track financing for companies critical to our efforts to fight the virus and its economic impact.

# The Department of Tourism has made an additional R200 million available to assist SMEs in the tourism and
hospitality sector who are under particular stress due to the new travel restrictions

Lesson Learned: In the COIVID-19 epoch, there are only two priorities for serious governments and societies - save
lives and preserve the economy. As the EU says, “Whatever it takes” should be the motto to preserve lives and reduce
the impact of COVID-19 on the economy. All options must be explored to mobilise resources for both the containment
of COVID-19 and the mitigation of its impacts. Doing nothing is not an option.

3. Falling ill at work
2 Any employee who falls ill through exposure at their workplace will be paid through the Compensation Fund

Lesson Learned: The risk of infection is real for first responders and they require utmost protection and special
compensation arrangements

4. Debt Relief

2 Commercial banks have been exempted from provisions of the Competition Act to enable them to develop common
approaches to debt relief and other necessary measures.

72 “We have met with all the major banks and expect that most banks will put measures in place within the next few
days,” Ramaphosa.

Lesson Learned: Timely and effective stakeholder engagement is critical for making stakeholders part of the solution and
getting them to act of their own free accord

Mauritius Z The measures announced are predominantly in the monetary field notably, the repo rate, the Special Relief Programme,
the 2020 Savings Bond and easing of Ban-king Guidelines.
7 Reduction in the repo rate from 3.25% to 2.85%
2 Enterprises affected by COVID-19 will be entitled to a double deduction in plant and machinery for the period March-
June 2020.
2 The Environment Protection fee will beused to provide some relief to tourism operators since it contributes over Rs
400M annually.
Australia

?  Federal relief proposals that total around $189 billion (AUD), about 10% of GDP.

? State government relief packages and in some cases deferrals of payroll tax payments (Australian Capital Territory,
Queensland, Victoria, Western Australia).
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? The federal relief package includes direct payments to citizens. For job seekers, there will be payments of $550 every
two weeks in addition to current income support payments. The government expects these payments to cost $14.1
billion. There is also a broad-based, $750 one-time payment to eligible recipients—this is expected to cost $4 billion.
Individuals will also be able to temporarily access up to $10,000 from certain retirement accounts.

7 The aid packages provide relief to businesses through subsidized loans and central bank lending, and temporary relief
from insolvency laws, immediate expensing (instant asset write-off), and accelerated depreciation.

72 Immediate expensing will now be available for assets costing less than $150,000 on a per-asset class basis. Eligibility is
expanded to include businesses with annual revenues of less than $500 million (the current cap is $50 million). This
measure applies until the end of June.

?  Accelerated depreciation will be provided temporarily for businesses with less than $500 million in revenues. In
addition to current depreciation deductions, the policy allows an additional 50 percent deduction but only applies to
assets purchased after March 12 and put into service by June 30, 2021.

# Businesses subject to the Goods and Services Tax (GST) can apply for deferred payments if they are facing cash-flow
challenges. Also, businesses that receive credits or refunds under the GST can switch from quarterly to monthly filings
to speed up their refunds.

Canada 2 $27 billion in direct support to Canadian workers and businesses.

? Support for individuals: Increase the Child Benefit in 2020; Extra time to file income taxes; Mortgage support

# Support for people facing unemployment: Improved access to Employment Insurance; The new Emergency Support
Benefit

2 Support for people sick or quarantined: Improved access to Employment Insurance Sickness Benefit; The new
Emergency Care Benefit

2 Support for people unable to work: The new Emergency Care Benefit

2 Support for people with low and modest income: Increased goods and services tax credit this year; Enhancing the
Reaching Home initiative; Support women’s shelters and sexual assault centers

2 A new Indigenous Community Support Fund

? Support for seniors: Eased the rules for Registered Retirement Income Funds

2 Support for students and recent graduates: A moratorium on the repayment of Canada Student Loans

# Support to businesses: Extend Work-Sharing program, Provide small business with wage subsidies; Access to credit:
Establishing a Business Credit Availability Program; Lowering the Domestic Stability Buffer Cutting the interest rate

? Supporting financial market liquidity: Launch an Insure Mortgage Purchase Program

2 More flexibility: More time to pay their income taxes
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https://www.avalara.com/vatlive/en/vat-news/australia-gst-relief-for-coronavirus-covid-19.html
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#improved_access_employment_insurance_sickness_benefit
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#emergency_care_benefit
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#emergency_care_benefit
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#emergency_care_benefit
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#increased_goods_services_tax_credit
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#enhancing_reaching_home_initiative
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#enhancing_reaching_home_initiative
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#support_women_shelters_and_sexual_assault_centers
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#indigenous_community_support_fund
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#eased_rules_registered_retirement_income_funds
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-individuals.html#canada_student_loans
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#extending_workshareprograms
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#wage_subsidies
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#business_credit_availability_program
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#lowering_the_domestic_stability_buffer
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#cutting_interest_rate
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#insure_mortgage_purchase_program
https://www.canada.ca/en/department-finance/economic-response-plan/covid19-businesses.html#more_time_to_pay_their_income_taxes

European
Union

2 All national authorities should allow automatic stabilisers to function and in addition implement all necessary

measures to ensure that the economic consequences of COVID-19 are tackled and that they do not endanger economic
and social achievements. To the extent required by the evolving situation in each country, implement temporary
measures such as:

- Immediate fiscal spending targeted at containment and treatment of the disease. Adequate resources will be
provided to health sectors and civil protection systems

- Liquidity support for firms facing severe disruption and liquidity shortages, especially SMEs and firms in severely
affected sectors and regions, including transport and tourism — this can include tax measures, public guarantees to
help companies to borrow, export guarantees and waiving of delay penalties in public procurement contracts;

- Support for affected workers to avoid employment and income losses, including short-term work support,
extension of sick pay and unemployment benefits and deferral of income tax payments.

72 Coordinated efforts at the European level to supplement national measures

- A €37 billion “Corona Response Investment Initiative” by the EU Commission directed at health care systems,
SMEs, labour markets and other vulnerable parts of our economies; a further €28 billion of structural funds fully
eligible for meeting these expenditures and; agreement on need to implement the necessary legislative changes as
quickly as possible;

- The Commission and the European Investment (EIB) Group to mobilise up to €8 billion of working capital lending
for 100,000 European firms, backed by the EU budget, by enhancing programmes for guaranteeing bank credits to
SMEs. The parties are working to increase the amount to €20 billion and reach a further 150,000 firms.

- EIB Group to catalyse €10 billion in additional investments in SMEs and midcaps for their own account and to
accelerate the deployment of another €10 billion backed by the EU budget;

- EIB urged to further enhance and accelerate the impact of the available resources, including through enhanced
collaboration with the National Development Banks;

- A package of monetary policy measures has been taken by the ECB to support liquidity and funding conditions for
households, businesses and banks, help the smooth provision of credit to the real economy, and avoid fragmentation
of euro area financial markets in order to preserve the smooth transmission of monetary policy.

2 Post Crisis Recovery Planning: Beyond the immediate, targeted response, work on all the necessary measures to help
the economy recover once the coronavirus has receded is ongoing. The EU acknowledges the need to reflect on the
resilience of the European strategic value chains to better protect Europe from product and capital market disruptions in
the future. The union has already significantly strengthened its crisis management framework, including with the
establishment of the ESM. It has recommitted to continue work to further strengthen the architecture and resilience to
shocks of the Economic and Monetary Union.
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