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Public finances in Germany

Information on the draft budgetary plan in accordance with Regulation (EU) No 473/2013 of the European
Parliament and of the Council of 21 May 2013 and in accordance with the related Code of Conduct

Germany’s 2021 draft budgetary plan presents the
fiscal projections for the budgets of the Federation,
Lédnder, local authorities and social security funds
(including their off-budget entities) on the basis of
current trends and planning.

Sources used as the basis for making these fiscal
projections include the draft 2021 federal budget
(adopted by the federal government on 23 Septem-
ber 2020) and the financial plan to 2024 (likewise
adopted by the federal government on 23 Septem-
ber 2020). The first and the second supplementary
budget to the 2020 federal budget were taken into
account for the current year: the first supplemen-
tary budget was adopted by the federal govern-
ment at the cabinet meeting on 23 March 2020, the
second supplementary budget at the cabinet meet-
ing on 17 June 2020.

This year, the federal budget for 2021 and the fed-
eral government’s medium-term financial plan
to 2024 were prepared in a modified process in
order to take the high level of uncertainty result-
ing from the COVID-19 pandemic into account,
with regard to both macroeconomic trends and
the budgetary impact of the pandemic. Accord-
ingly, the government’s draft for the 2021 federal
budget and the financial plan were not adopted by
the cabinet at the end of June or the beginning of
July, as is customary, but rather in September. This
year, the government’s draft federal budget and
the financial plan include an unscheduled federal
government projection on macroeconomic trends
(interim projection) of 1 September 2020 and an
additional tax estimate based on this interim pro-
jection. The results of the tax estimate were pre-
sented by the Working Party on Tax Estimates on
10 September 2020.

Once the federal government’s draft budget has
been forwarded to the parliament, the executive
branch’s responsibility for the budget prepara-
tion process ends, and the legislative branch takes
over. On 28 October 2020, while the parliamentary
deliberations are under way, the federal govern-
ment is due to publish its autumn projection. This
will form the basis of the next tax estimate, which
will be issued on 12 November 2020. The results
of the tax estimate will be taken into considera-
tion in the final parliamentary deliberations on
the 2021 federal budget.

B Macroeconomic trends

According to the macroeconomic projection, real
economic output is expected to decline by 5.8%
in the current year and to increase by 4.4% in the
coming year. The German economy is expected to
experience a period of economic slack up to and
including 2023. This will manifest itself in a sig-
nificant negative output gap. The projected output
gap for the current year is -5.0% of potential out-
put; in 2021 this will decline to -1.9%.

This year’s macroeconomic trends will be domi-
nated by the significant slumpinthe German econ-
omy in the wake of the COVID-19 pandemic and
the nationwide lockdown imposed during the first
half of 2020. Both international trade and domes-
tic economic activity suffered significant losses. In
addition to private consumer spending, gross fixed
capital formation and exports fell during the first
half of 2020, in some cases at historically unprece-
dented rates. There are signs of a significant recov-
ery in the second half of the year. During the sec-
ond half of 2020, private consumer spending
should benefit from the temporary reduction in
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the value-added tax (VAT) rate above all, which has
been in effect since 1 July 2020, and from payment
of the bonus for families with children. Accord-
ing to the interim projection by the federal gov-
ernment, private consumption will nevertheless
fall noticeably by 6.9% in 2020 as a whole. How-
ever, government consumption spending - which
is expected to increase by 4.8% year-on-year in real
terms - will provide a boost for the economy. The
COVID-19 pandemic also led to considerable eco-
nomic disruption internationally. Accordingly, the
federal government anticipates a 12.1% decline in
exports (in real terms), while imports are expected
to fall by 8.1% (in real terms). The pace of gross
fixed capital formation is also expected to slow
significantly (-3.7%). The effects of the COVID-19
crisis are also clearly visible in the labour market,
although they have been mitigated by the short-
time work scheme (Kurzarbeit). In 2020, the work-
ing population is expected to fall by 380,000. The
unemployment rate is expected to increase by 0.9
percentage points to an annual average of 5.9%.

GDP should increase noticeably again in the com-
ing year. Domestic economic forces are key driv-
ers of economic growth. According to the interim
projection, private consumption is expected to rise
sharply (+4.7%). The labour market is also expected
to recover. The working population is expected to
increase by an annual average of 0.4% (190,000)
in year-on-year terms. As the global economy
revives, international trade is likely to provide
a boost for the economy once again. Exports are
expected to increase significantly (+8.8%), while
import growth is projected to be somewhat lower
(+7.5%).

German fiscal policy in the
time of COVID-19

Following the outbreak of the COVID-19 pan-
demic, German fiscal policy is now focused on
cushioning the negative effects of the pandemic
by means of the federal government’s direct crisis
management actions and a forward-looking eco-
nomic stimulus plan. In an effort to protect the
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health of citizens, support jobs and companies and
preserve social cohesion, the federal government
has launched the largest assistance package in the
history of the Federal Republic of Germany. The
sound fiscal policies of the past few years mean
that the government is well-positioned to be able
to support the German people and economy even
over a longer period of time without putting the
fiscal sustainability of public budgets at risk.

Direct crisis management by
the federal government

The outbreak of the COVID-19 pandemic hashad a
significant impact on workers and is still having a
massive impact on the economy. The government
is experiencing considerable cyclically induced tax
revenue shortfalls and increased labour market
expenditure. Fiscal policy is supporting the stabi-
lisation of the economy by allowing automatic sta-
bilisers to operate without restrictions.

In addition, using massive financial resources,
the federal government has taken necessary cri-
sis management measures under the protective
shield to manage the coronavirus pandemic (Coro-
na-Schutzschild) to protect employees and their
jobs, businesses and the self-employed from the
economic consequences of the COVID-19 pan-
demic. This decision required the preparation of a
first supplementary federal budget for 2020 at the
end of March. The federal government thus mobi-
lised non-bureaucratic immediate assistance for
small businesses as well as for self-employed indi-
viduals and freelancers. Businesses benefited from
tax deferrals. Furthermore, loan programmes
operated by the state-owned promotional bank
KfW have been significantly expanded in order to
safeguard the liquidity of businesses. In addition,
the federal government has established an Eco-
nomic Stabilisation Fund that will provide large-
scale assistance to large companies in particular,
with the aim of stabilising the real economy as a
whole. The fund has €100bn available for equity
measures and €400bn for guarantees. In addition,
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it has up to €100bn at its disposal for refinancing
of the KfW programmes mentioned above.

The federal government also immediately
strengthened social security and job protection
measures in this time of crisis. Retroactive from
1 March 2020, it lowered the requirements for the
short-time work scheme (Kurzarbeit), arranged
for full reimbursement of social security contri-
butions to employers by the Federal Employment
Agency, and opened up access to the short-time
work scheme for temporary workers. This pro-
vides employers with relief from wage costs and
social security contributions in the event of work
shortages, while at the same time maintaining
employment relationships. As part of the Social
Protection Package (Sozialschutz-Paket), the fed-
eral government has enabled, in particular, easier
access to basic benefits for jobseekers and to other
benefits that secure people’s livelihoods, to the
child supplement, and to housing benefit.

The federal government has been providing con-
siderable funds for protective equipment, medi-
cal devices and additional bed capacities in hospi-
tals in order to safeguard healthcare in this time of
crisis. In addition, the statutory health and long-
term care insurance system is bearing additional
expenses in the form of increased social benefits,
compensatory payments within the healthcare
system and better remuneration for care staff.

The federal government’s
economic stimulus plan

On 3 June 2020, the federal government adopted an
economic stimulus plan as a fiscal policy response
to the economic disruption caused by the COVID-
19 pandemic. This builds on the stabilising meas-
ures taken in March 2020 as a form of direct crisis
management.

The economic stimulus plan consists of 57 indi-
vidual measures and is divided into the Eco-
nomic Stimulus and Crisis Management Pack-
age (Konjunktur- und Krisenbewdltigungspaket)
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and the Future Development Package (Zukunfts-
paket). Given that the economic stimulus plan far
exceeds the financial provisions of the original
2020 budget and the first supplementary budget, a
substantial part of the financing of the economic
stimulus plan was secured via the second supple-
mentary budget, which entered into force on 14
July 2020.

The Economic Stimulus and Crisis Management
Package includes measures that, in line with the
objective of economic stabilisation, are based on
the principles of timely, targeted and temporary
deployment. The Bundestag and Bundesrat passed
a series of measures, such as the Second Corona-
virus Tax Assistance Act (Zweites Corona-Steuer-
hilfegesetz), in an expedited procedure in order to
ensure prompt implementation. This meant that
the key instruments of the Economic Stimulus
and Crisis Management Package became effective
on 1 July 2020 and were thus able to contribute to
economic recovery at an early stage.

In general, measures included in the Economic
Stimulus and Crisis Management Package are
designed to limit the economic impact of the
economic downturn on citizens, businesses and
workers and to provide the best possible assistance
to overcome the crisis quickly. For example, val-
ue-added tax was lowered through the end of 2020,
payment of a bonus of €300 per child for families
with children was approved, the single-parent
income tax allowance was raised, and a reduction
of the surcharge levied on electricity consumers
for the purpose of promoting renewable energy
(known as the ‘EEG surcharge’) was adopted, all in
order to strengthen the purchasing power of pri-
vate households and boost private consumption.
Business liquidity was strengthened via financial
support in the form of the temporary aid scheme,
the extension of tax loss carrybacks for 2020 and
2021, and the postponement of the deadlines for
paying import VAT. In addition, the introduc-
tion of a declining balance depreciation option
increased investment incentives for businesses.
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Finally, the federal government is also strength-
ening the financial capacity of local authorities in
order to maintain their scope for economic pol-
icy action. To this end, a structural change was
made that will increase the federal contribution
to accommodation costs included in basic benefits
for jobseekers, and a decision was made together
with the Ldnder to compensate local authorities
for lost trade tax revenue in 2020.

Measures comprising the Future Development
Package are intended to have an impact on eco-
nomic activity over a medium- to long-term time
horizon. They aim to address long-term economic
challenges facing Germany, in particular support-
ing digitalisation and managing climate change.

Specifically, investments in the expansion of the
electric charging station infrastructure, vari-
ous fleet exchange programmes, a bonus for the
purchase of electric cars, and the reform of the
motor vehicle tax were approved in order to pro-
mote sustainable mobility. The energy transi-
tion is being driven forward, for example, by the
National Hydrogen Strategy, the objective of
which is to make Germany the world’s leading
supplier of modern hydrogen technologies. The
COVID-19 pandemic once again highlighted the
importance of digitalisation. This process will be
driven forward by means of investments in arti-
ficial intelligence and quantum technology, for
example. Accelerated, nationwide expansion of
the fibre-optic broadband network and 5G mobile
communications network as well as research on
6G technology were also approved.

In addition, further measures were adopted to
give businesses incentives for research and inno-
vation during these times of crisis. For example,
the assessment basis for the tax research allow-
ance was raised, and the co-financing require-
ments in the area of applied research were reduced
for companies particularly affected by the COVID-
19 crisis.
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The Future Development Package is also intended
tohelp strengthen the healthcare system on along-
term and sustainable basis. To this end, the federal
government is providing funds to strengthen pub-
lic health services, to enable investments in the
expansion of emergency capacities and the mod-
ernisation of hospitals, and to promote the domes-
tic production of important drugs and medical
products. In addition, financial support is being
provided for vaccine research and development
programmes, especially in view of the COVID-19
pandemic.

National recovery and
resilience plan

In the projection presented here, the Federation
also plans to use funds from the European recov-
ery instrument adopted by the European Council
to cope with the social and economic consequences
of the COVID-19 pandemic. In the coming weeks,
the federal government will prepare a national
recovery and resilience plan in which it will
explain how it intends to use expected funds from
the EU recovery and resilience facility for projects
financed by the federal government under the
economic stimulus plan.

Other federal government
measures affecting public
finances

In addition to the economic stimulus plan, the
federal government has taken further actions not
directly related to the pandemic that will impact
the general government budget this year and in
later years.

The federal government’s fiscal policies support
sustainable, eco-friendly economic and social
change. The Climate Action Programme 2030
includes the Energy and Climate Fund, a special
fund totalling €38.9 billion. It provides financ-
ing for energy-efficient building renovations, the
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promotion of electric mobility, charging infra-
structure and energy storage, as well as energy
efficiency and decarbonisation in the industrial
sector.

The German government is pursuing an over-
all strategy of socially equitable, responsible and
growth-friendly tax policy. This includes meas-
ures such as abolishing the solidarity surcharge for
more than 90% of wage tax payers and income tax
payers who were previously subject to it, as well as
increasing child benefit, the tax allowance for chil-
dren and the basic personal allowance. The ‘social
guarantee’ (limitation of social security contribu-
tions to a maximum of 40%), which was adopted
as part of the stimulus plan, is underpinned by
budget resources in the government’s draft of the
2021 Budget Act. The aim of these measures is to
provide financial support for families, single par-
ents and people in the low- and middle-income
ranges.

By introducing a basic pension, the federal gov-
ernment has also created the conditions for some
1.3 million pensioners to benefit from the basic
pension supplement. This represented an impor-
tant measure to recognise lifetime contributions
made by long-term contributors.

Impact of the COVID-19
pandemic and other federal
government priorities on
public finances

The planned financial volume of the measures
described above is presented in Table 9 of the
Annex. Looking at the impact of all government
measures related to the COVID-19 pandemic,
including the stimulus plan, and the impact of
other priority measures taken by the federal gov-
ernment and social security funds on the fiscal
balance of the general government as defined in
the national accounts, the total volume in 2020
is 4.7% of GDP. In 2021, the total volume of such
measures will be 2.1% of GDP. The estimated
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impact of approved measures on government rev-
enue and expenditure categories as defined in
the national accounts is presented in Table 1. The
potential volume of the Economic Stabilisation
Fund’s measures is based on financial transactions
and only affects the debt level, but not the fiscal
balance. The potential volume amounts to 6.0% of
GDP in 2020.



Public finances in Germany German Draft Budgetary Plan 2021

Table1: Impact of planned measures of the federal government and social security funds in
connection with the COVID-19 pandemic, and other priority measures, on public finances

in % of GDP, lower revenue/additional expenditure

ESA designation ESA code 2020 2021

Intermediate consumption P.2 0.9 0.3
Gross capital formation P.5 0.1 0.1
Compensation of employees D.1 0.1 0.0
Taxes on production and imports* D.2 -0.4 -0.2
Subsidies D.3 1.7 0.5
Current taxes on income, wealth, etc.* D.5 -0.3 -0.3
Social contributions and benefits D.6

Net social contributions* D.61 -0.2 -0.1
Monetary social benefits, social benefits in kind D.62,D.63 0.6 0.1
Other current transfers D.7 0.1 0.1
Investment grants/Capital transfers D.9 0.3 0.4
Impact on general government fiscal balance B.9 -4.7 -2.1
Loans F.4 3.2 0.1
Equity and investment fund shares F.5 3.0 0.0

Note: *Negative values denote government revenue shortfalls. Discrepancies may occur due to rounding.
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Table 2 shows the financial impact of the stimu-
lus plan on government finances organised in the
same manner as Table 1. The projected impact of
measures included in the economic stimulus plan
on the fiscal balance of the general government
amounts to 2.2% of GDPin 2020, providing a strong
fiscal stimulus to stabilise the overall economic
situation. In 2021, the economic stimulus plan,
comprising a volume of 1.4% of GDP, will make up
the major part of the federal government’s fiscal
policy measures. In 2021 and the following years,
measures included in the federal government’s
Future Development Package will provide espe-
cially important growth stimulus. This is reflected
in increased public investment and higher invest-
ment grants. The latter include investment grants
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to businesses in particular. In this way, the federal
government is providing incentives for the green
and digital transformation of the economy and
is likewise promoting investment in the health
sector. In 2020, the federal government will pro-
vide assistance totalling 0.9% of GDP, including
direct temporary aid for companies in order to
help secure their survival. Tax measures under the
stimulus plan comprise 0.6% of GDP in 2020.

Table 2: Impact of stimulus plan measures on public finances

in % of GDP, lower revenue/additional expenditure

ESA designation ESA code 2020 2021

Intermediate consumption pP.2 0.0 0.1
Gross capital formation P.5 0.1 0.1
Taxes on production and imports* D.2 -0.4 -0.2
Subsidies D.3 0.9 0.4
Current taxes on income, wealth, etc.* D.5 -0.2 -0.1
Social contributions and benefits D.6

Net social contributions* D.61 -0.2 -0.1
Monetary social benefits, social benefits in kind D.62,D.63 0.1 0.0
Other current transfers D.7 0.1 0.1
Investment grants/Capital transfers D.9 0.3 0.3
Impact on general government fiscal balance B.9 -2.2 -14

Note: *Negative values denote government revenue shortfalls. Discrepancies may occur due to rounding.
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Forecast for public finances

l Public finances in 2019

Once again, Germany complied in full with the
rules of the Stability and Growth Pact in 2019.
It kept its nominal fiscal balance well below the
upper limit for the fiscal deficit of 3% of GDP. As
a result, the government budget achieved a sur-
plus of 1.5% of GDP last year. The general gov-
ernment budget recorded a structural surplus of
0.6% of GDP in 2019. The structural balance is
determined by adjusting the nominal balance for
cyclical and one-off effects.

In recent years, surpluses in the government
budget, in addition to sustained economic growth,
have contributed significantly to the reduction in
the debt ratio (debt as a percentage of GDP), which
remained on a sustained downward path. In 2019,
the debt ratio declined to 59.6% of GDP. This means
that it was below the Maastricht reference value of
60% for the first time since 2002. In the aftermath
of the global financial crisis, the debt-to-GDP ratio
had risen to 82.3% in 2010.

2020 and 2021 general
government budget includes
significant fiscal stimulus

The general government fiscal balance will show
a deficit of 6¥4% of GDP at the end of 2020 as a
result of highly expansionary fiscal policies and
the loss of tax revenues due to substantial declines
in growth. The deficit is expected to decline to
around 4v%:% of GDP in 2021. On the one hand, the
fiscal balance in 2021 will be impacted by lower tax
revenues compared to the government’s financial
starting point before the crisis and, on the other,
by the economic stimulus plan and other meas-
ures implemented by the federal government.

From 2022 onwards, the general government defi-
citis expected to fall below the deficit ceiling of 3%
of GDP contained in the Stability and Growth Pact.
The deficit will be further reduced in the following
years. The federal budget will bear the major part
of the financial consequences of the fight against
the COVID-19 pandemic, relative to the other gov-
ernment levels. Ldnder and local authorities will
also mostly record financing deficits over the pro-
jection period, but to a much lesser extent than the
federal budget.

Compliance with medium-
term budgetary objective in
2023

The structural balance, adjusted for cyclical and
one-off effects, will be around -3¥2% of GDP in
2020 and -3¥2% of GDP in 2021. The German gov-
ernment’s economic stimulus plan is thus provid-
ing a strong expansionary fiscal impulse. With-
out this plan, fiscal policy would be restrictive
and could jeopardise economic recovery. Struc-
tural consolidation within the general govern-
ment budget will begin from 2022 onwards, and
the structural deficit is expected to decline signif-
icantly in 2022 and 2023. Structural consolidation
will primarily be achieved by phasing out tempo-
rary measures included in the stimulus plan. The
medium-term budgetary objective of a maximum
structural deficit of 0.5% of GDP, as set out in the
Fiscal Compact, will be achieved again in 2023.

12
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Sharp increase in the debt
ratio in 2020, followed by a
slight decline in 2021

In light of the high general government defi-
cit and lower GDP, the Maastricht debt ratio is
expected to rise to 71% of GDP by the end of the
current year, thus exceeding the Maastricht upper
limit of 60% of GDP. This is based on the expec-
tation that the potential volume of the Economic
Stabilisation Fund will not be utilised in full. The
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debt ratio is projected to decline to 70%% of GDP
in 2021 despite the high general government defi-
cit. The effect of resuming economic growth will
outweigh the impact of the general government
deficit of 4%% of GDP. Ongoing low interest rates,
recovering economic growth and a return to lower
levels of new borrowing will all contribute to a
reduction of the debt ratio in the medium term.
The debt ratio is expected to be 67%2% of GDP at
the end of the projection period.

Table 3: General government budget balance and debt
2019 2020 2021
in % of GDP
Budget balance 15 -6V -4Y,
Structural balance 0.6 -3%, -3%,
Maastricht debt-to-GDP ratio 59.6* 71 70Y4

Figures for the projection period are rounded to quarter percentage points of GDP.

*As on 30 September 2020

Implementation of
the country-specific
recommendations

Germany’s draft budgetary plan for 2021 includes
key measures that aim to implement the Coun-
cil’s country-specific recommendations of 20 July
2020 (see Table 11). The measures will have effect
in 2020 and the years that follow. The federal gov-
ernment will report further on the implementa-
tion of the country-specific recommendations
over the course of the coming European semester.
The national recovery and resilience plan will also
contribute to the implementation of the country-
specific recommendations.

13
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Basis for the 2021 draft budgetary plan

The 2021 draft budgetary plan is based in particular on the following sources and information:

e Act Adopting the Federal Budget for the 2020 Fiscal Year (Gesetz iiber die Feststellung des
Bundeshaushaltsplans fiir das Haushaltsjahr 2020) of 21 December 2019

e Act Adopting a Supplement to the Federal Budget for the 2020 Fiscal Year (Gesetz tiber die Fest-
stellung eines Nachtrags zum Bundeshaushaltsplan fiir das Haushaltsjahr 2020) of 27 March 2020

e Act Providing Easier Access to Social Security and for the Use and Protection of Social Service
Providers Due to the Coronavirus SARS-CoV-2 (Gesetz fiir den erleichterten Zugang zu sozialer
Sicherung und zum Einsatz und zur Absicherung sozialer Dienstleister aufgrund des Coronavirus
SARS-CoV-2) of 27 March 2020

e Act on the Compensation of COVID-19-related Financial Burdens on Hospitals and Other
Healthcare Facilities (Gesetz zum Ausgleich COVID-19 bedingter finanzieller Belastungen der
Krankenhduser und weiterer Gesundheitseinrichtungen) of 27 March 2020

e Act on the Establishment of an Economic Stabilisation Fund (Gesetz zur Errichtung eines
Wirtschaftsstabilisierungsfonds) of 27 March 2020

e Second Act on the Protection of the Population in the Event of an Epidemic Situation of
National Significance (Zweites Gesetz zum Schutz der Bevilkerung bei einer epidemischen Lage
von nationaler Tragweite) of 19 May 2020

e Act on Social Measures to Combat the Coronavirus Pandemic (Gesetz zu sozialen Mafinahmen
zur Bekdmpfung der Corona-Pandemie) of 20 May 2020

e Act Implementing Fiscal Aid Measures to Overcome the Coronavirus Crisis (Gesetz zur
Umsetzung steuerlicher HilfsmafSinahmen zur Bewdltigung der Corona-Krise) of 19 June 2020

e Second Act Implementing Fiscal Aid Measures to Overcome the Coronavirus Crisis (Zweites
Gesetz zur Umsetzung steuerlicher Hilfsmafinahmen zur Bewdltigung der Corona-Krise) of
29 June 2020

e Act Adopting a Second Supplement to the Federal Budget for the 2020 Fiscal Year (Gesetz tiber die
Feststellung eines Zweiten Nachtrags zum Bundeshaushaltsplan fiir das Haushaltsjahr 2020) of
14 July 2020

e Act on Accompanying Measures to Implement the Stimulus and Crisis Management Package

(Gesetz tiber begleitende Mafinahmen zur Umsetzung des Konjunktur- und Krisenbewidltigungs-
pakets) of 14 July 2020

14
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e Government draft of the 2020 Annual Tax Act (Jahressteuergesetz 2020) of 17 July 2020

e Government draft of the Second Act to Reduce Family Tax Burdens and to Modify Additional
Tax Regulations (Zweites Gesetz zur steuerlichen Entlastung der Familien sowie zur Anpassung
weiterer steuerlicher Regelungen) of 29 July 2020

e Act on the Introduction of a Basic Pension for Long-Term Insurance in the Statutory Pension
Scheme with Below-Average Income and for Additional Measures to Increase Old-Age Income
(Gesetz zur Einfithrung der Grundrente fiir langjdhrige Versicherung in der gesetzlichen Rentenver-
sicherung mit unterdurchschnittlichem Einkommen und fiir weitere MafSnahmen zur Erh6hung der
Alterseinkommen) of 12 August 2020

e Results for the general government budget in the national accounts, published by the Federal
Statistical Office on 25 August 2020

e Interim federal government projection of 1 September 2020, which was endorsed by the Joint
Economic Forecast group as an independent body in accordance with the Forecasting Act
(Vorausschdtzungsgesetz) and the Forecasting Ordinance (Vorausschdtzungsverordnung)

e Draft Hospital Future Act (Gesetz fiir ein Zukunftsprogramm Krankenhduser) of 2 September 2020
e Results of the Working Party on Tax Estimates of 10 September 2020

e Government draft of an Act to Protect Employment in Response to the COVID-19 Pandemic
(Gesetz zur Beschdftigungssicherung infolge der COVID-19-Pandemie) of 16 September 2020

e Bundestag resolution of 17 September 2020 on the Act Amending the Basic Law (Articles 104a
and 143h) (Gesetz zur Anderung des Grundgesetzes (Artikel 104a und 143h))

e Bundestag resolution of 17 September 2020 on the Act Providing Financial Relief for Local
Authorities and the New Ldnder (Gesetz zur finanziellen Entlastung der Kommunen und der neuen
Ldnder)

e Draft federal budget for 2021 and financial plan to 2024, adopted by the federal government on
23 September 2020

e Government draft of an Act for Adjusting Supplementary Allocations from the Federation
According to Section 11 (4) of the Fiscal Equalisation Act and Participation by the Federation in
Refugee-Related Expenses of the Linder (Gesetz zur Anpassung der Ergdnzungszuweisungen des
Bundes nach § 11 Absatz 4 des Finanzausgleichsgesetzes und zur Beteiligung des Bundes an den
fliichtlingsbezogenen Kosten der Linder) of 23 September 2020

e Government draft of a Healthcare and Care Improvement Act (Gesundheitsversorgungs- und
Pflegeverbesserungsgesetz) of 23 September 2020

15



Grundlagen der Haushaltsplanung Deutschland 2021

Table 4: Technical assumptions

German Draft Budgetary Plan 2021

2019 2020 2021
Short-term mterest rate 0.00 0.00 0.00
(annual average in %)
Long-term |nter'est rate 022 022 011
(annual average in %)
USD/€ exchange rate 112 113 117
(annual average)
Nominal effective exchange rate 104.50 105.33 103.71
World GDP growth rate (excluding EU) 3.08 -3.92 6.20
EU GDP growth rate 1.66 -7.28 6.17
Growth of German sales markets 19 12 84
(% change yoy)?
World import volumes (excluding EU) -0.18 9.45 1.93
Oil price (Brent, USD/barrel) 58.7 44 48

2020 and 2021: federal government interim projection on macroeconomic trends, September 2020.

1) Figures for the projection period are rounded to quarter percentage points.
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Table 5a: Macroeconomic prospects
2019 2019 2020 2021 2022 2023 2024

ESA
code ¢ pillion Year-on-year change in %
1. Real GDP Bl*g 3,232.3 0.6 -5.8 4.4 1.5 1.5 1.5
2. Potential GDPY 3,176.5 11 1.0 11 1.0 0.9 0.8
contributions
(percentage points)
- labour 0.2 0.2 0.2 0.0
- capital 0.5 0.4 0.4 0.5
- total factor productivity 0.4 0.4 0.5 0.5
3. Nominal GDP Bl*g 3,449.1 2.8 -4.0 6.0 3.0

Components of real GDP

4. Private final consumption

expenditure? P.3 1,719.0 1.6 -6.9 4.7 1.5

5. Government final consumption

e P.3 655.0 2.7 4.8 -0.4 1.6
6. Gross fixed capital formation P.51g 684.2 2.5 -3.7 5.2 1.8
(7%C0l;ag§§§ in inventories P.;ZS; : 0.7 0.0 0.0 0.0
8. Exports P.6 1,573.7 1.0 -121 8.8 3.0
9. Imports P.7 1,392.0 2.6 -8.1 7.5 34
Contributions to real GDP growth in percentage points

10. Final domestic demand

(excluding inventories) ) 19 e 34 =

11. Changes in inventories P.I5)25; = -0.7 0.0 0.0 0.0
12. External balance of goods and B11 _ 06 93 0.9 0.0

services

2019: Federal Statistical Office, August 2020.
2020 to 2024: federal government interim projection on macroeconomic trends, September 2020.

1) 2019 figure calculated as the difference between GDP (August 2020) and output gap (interim projection).
2) Including private non-profit organisations serving households.
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Table 5b: Price developments - deflators
2019 2019 2020 2021 2022 2023 2024

(2011nSd=e1x00) Year-on-year change in %
1. GDP 106.70 2.2 1.9 15 14 14 14
2. Private consumption expenditure? 105.11 13 0.5 1.2 14
2;(§:r“’:ir:u"::"t i R T 107.56 23 25 22 12
4. Gross investment 109.25 2.8 0.9 1.8 1.4
5. Exports 102.78 0.8 -0.5 0.8 1.8
6. Imports 101.83 -0.1 -2.3 0.7 1.8

2019: Federal Statistical Office, August 2020.
2020 to 2024: federal government interim projection on macroeconomic trends, September 2020.

1) Including private non-profit organisations serving households.

Table 5c: Labour market developments
2019 2019 2020 2021

ESA
code  |evel Year-on-year changein %

1. Employment, persons? (in millions) 45.27 0.9 -0.8 0.4
2. Employment, hours worked? (in billions) 62.60 0.6 -4.8 3.8
3. Unemployment rate® (in %) - 3.0 3.7 3.2
4. Labour productivity, persons? 105.3 -0.3 -5.0 3.9
5. Labour productivity, hours worked” 108.6 0.0 -1.0 0.5
6. Compensation of employees (€bn, domestic) D.1 1,845.2 4.2 -0.6 3.2
7. Compensation per employee (thousand €, domestic) 449 3.0 -0.1 2.7

2019: Federal Statistical Office, August 2020.
2020 to 2024: federal government interim projection on macroeconomic trends, September 2020.

1) Occupied population, domestic concept, national accounts definition.
2) National accounts definition.

3) Unemployed (ILO) / economically active population.

4) Real GDP per person employed (domestic); 2015=100.

5) Real GDP per hour worked; 2015=100.
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Table 5d: Sectoral balances
2019 2020 2021

ESA
code in % of GDP
1. Net lending/net borrowing vis-a-vis the rest of the world B.9 8.5 7.5 7.4
of which:
- Balance on goods and services 5.8 4.5 51
- Balance of primary incomes and transfers 1.5 13 14
- Capital account 1.2 1.8 0.9
2. Net lending/net borrowing of households B.9 5.6 7.6 5.0
3. Net lending/net borrowing of general government? B.9 1.5 -6V -4,

4. Statistical discrepancy - -

2019: Federal Statistical Office, August 2020.
2020 to 2024: federal government interim projection on macroeconomic trends, September 2020.

1) Figures for the projection period are rounded to quarter percentage points of GDP.
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Table 6a: General government budgetary targets broken down by subsector
2020 2021 2022 2023 2024

ESA
code in % of GDP

Net lending (+) / net borrowing (-) (B.9) by subsector

1. General government S.13 -6Y4 -4Y4 -2 -4 -Ya
2. Central government S.1311 -4Y, -3 -1 -Ya 0
3. State government S.1312 -1 %) -5 -Yia -Ya
4. Local government $.1313 Ya - -Ya -4 0
5. Social security funds S.1314 -1 -1 -1 0 0

General government (S.13)

6. Interest expenditure D.41 7 34 %) Yy L7
7. Primary balance? -51 -3%, -1v, -Ys Yy
8. One-off and other temporary measures? 0 0 0 0 0

9. Real GDP growth (% change yoy) -5.8 4.4 1.5 1.5 1.5
10. Potential GDP growth (% change yoy) 1.0 1.1 1.0 0.9 0.8

contributions (percentage points):

- labour 0.2 0.2 0.0 -0.1 -0.2

- capital 0.4 0.4 0.5 0.5 0.5

- total factor productivity 0.4 0.5 0.5 0.5 0.6

in % of potential GDP

11. Output gap -5.0 -1.9 -14 -0.7 0.0
12. Cyclical budgetary component -2 -1 -3 -V 0
13. Cyclically adjusted balance (1-12) -3Y, -3V, -1 -1 -Ys
14. Cyclically adjusted primary balance (13+6) -2% -2%, -3 0 Ys
15. Structural fiscal balance (13-8) -3Ys -3Y4 -1Y4 -, -V
1) TR-TE=BJ.

2) The primary balance is calculated as (B.9, item 1) plus (D.41, item 6).
3) A plus sign means deficit-reducing one-off measures.

Figures for the projection period are rounded to quarter percentage points of GDP.
Any discrepancies in totals are due to rounding.
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Table 6b: General government debt developments (Maastricht definition)
2020 2021 2022 2023 2024

ESA
code in % of GDP

1. Gross debt 71 704 70 69 67Y2

2. Change in gross debt ratio 11v, ¥4 -1 -1 -1

Contribution to changes in gross debt

3. Primary balance 5v; 3% 1Y, Ya -V
4. Interest expenditure D.41 4 Y4 ) 1 s
5. Other adjustments 5Ys -5 -2V, -13/4 -13/
p.m.:

1
Implicit interest rate on debt? 1 1

Figures for the projection period are rounded to quarter percentage points of GDP.
Any discrepancies in totals are due to rounding.

1) Proxied by interest expenditure divided by the debt level of the previous year.
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Table 7: Expenditure and revenue projections under the no-policy-change scenario*

2020 2021
General government (S.13) ESA code .
in % of GDP
1. Total revenue with no change in policy TR 47% 46V,
of which:
1.1. Taxes on production and imports D.2 10% 104
1.2. Current taxes on income, wealth, etc. D.5 13 123,
1.3. Capital taxes D.91 Ya Ya
1.4. Social contributions D.61 18Y, 17%
1.5. Property income D4 Y4 )
1.6. Other? 43/, 41,
p.m.:
Tax burden 414 40%4
(D.2+D.5+D.61+D.91-D.995)?
2. Total expenditure with no change in policy TE? 49Y,4 48%
of which:
2.1. Compensation of employees D.1 8V 8Ys
2.2. Intermediate consumption P.2 5Y, LY%)
2.3. Social payments D.62 + D.632
of which:
Unemployment benefits?®
2.4. Interest expenditure D.41 3 s
2.5. Subsidies D.3 s 1Y
2.6. Gross fixed capital formation P.51 2%, 2V,
2.7. Capital transfers D.9 1% 1%
2.8. Other® 2% 2%/

* Please note that the no-policy-change scenario involves the extrapolation of revenue and expenditure trends before adding the impact of
the measures included in the forthcoming year’s budget.

Figures for the projection period are rounded to quarter percentage points of GDP.

Any discrepancies in totals are due to rounding.

P.11+ P.12 + P.131 + D.39rec + D.7rec + D.9rec (other than D.91rec).

Including those collected by the EU and including an adjustment for uncollected taxes and social contributions (D.995), if appropriate.
TR-TE=B.9.

Includes social benefits other than social transfers in kind (D.62) and social transfers in kind via market producers (D.632) related to
unemployment benefits.

5) D.29pay + D.4pay (other than D.41pay) + D.5pay + D.7pay + P.52 + P.53 + NP + D.8.

1)
2)
3)
4)
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Table 8a: General government expenditure and revenue targets

2020 2021
General government (S.13) ESA code .
in % of GDP
1. Total revenue TR 47 453/,
of which:
1.1. Taxes on production and imports D.2 10Y 10
1.2. Current taxes on income, wealth, etc. D.5 123 12Y,
1.3. Capital taxes D.91 Ya Ya
1.4. Social contributions D.61 18V 17%
1.5. Property income D4 771 )
1.6. Other? 434 41,
p.m.:
Tax burden 414 40%4
(D.2+D.5+D.61+D.91-D.995)?
2. Total expenditure TEY 53 50
of which:
2.1. Compensation of employees D.1 82 8Ys
2.2. Intermediate consumption P.2 6Y4 5%
2.3. Social payments D.62 + D.632 27 26%>
of which:
Unemployment benefits® 13/ 1%
2.4. Interest expenditure D.41 7, 7
2.5. Subsidies D.3 2Y» 1%
2.6. Gross fixed capital formation P.51 3 2%,
2.7. Capital transfers D.9 13 134
2.8. Other® 2% 2%

Figures for the projection period are rounded to quarter percentage points of GDP.

Any discrepancies in totals are due to rounding.

1) P.11+ P.12 + P.131 + D.39rec + D.7rec + D.9rec (other than D.91rec).

2) Including those collected by the EU and including an adjustment for uncollected taxes and social contributions (D.995), if appropriate.

3)TR-TE=B.9.

4) Includes social benefits other than social transfers in kind (D.62) and social transfers in kind via market producers (D.632) related to
unemployment benefits.

5) D.29pay + D.4pay (other than D.41pay) + D.5pay + D.7pay + P.52 + P.53 + NP + D.8.

Table 8b: Amounts to be excluded from the expenditure benchmark
2019 2019 2020 2021

€bn in % of GDP
1. Expenditure on EU programmes fully matched by EU funds revenue 4.0 0.1 0 0
2. Cyclical unemployment benefit expenditure -4.6 -0.1 Y4 0
3. Effect of discretionary revenue measures -4.8 -0.1 -1 -Ys
4. Revenue increases mandated by law 0.0 0.0 0 0

Figures for the projection period are rounded to quarter percentage points of GDP.
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Table 10: Divergence from April 2020 Stability Programme
ESA code 2019 2020 2021

Target general government net lending/net borrowing (% of GDP) B.9
Stability Programme — April 2020 1.4 -7Y4 =
Draft Budgetary Plan 15 -6V -4Y,
Difference 0.1 1 =

General government net lending/net borrowing at unchanged

policies (% of GDP)
Stability Programme - April 2020 1.4 -7Ya =
Draft Budgetary Plan = -1v, -2V
Difference = 5% =

Figures for the projection period are rounded to quarter percentage points of GDP.
Any discrepancies in totals are due to rounding.
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Table 12: Targets of the EU’s strategy for growth and employment

National headline targets Description of the direct relevance

List of actions*

for 2020 to the target
Employment rate among Fifth investment programme to fund Making it easier for employees to
persons aged 20-64: 77%** childcare (“Childcare Financing”) combine work and family obligations, and
Emplovment rate amon 2020—2'0'21 (financial assi;tance amounting safeguarding emplo'ym'ent opportunit.ies
ldp y l d bet g to €1 billion for the creation of 90,000 for parents, by continuing the expansion
older people aged between additional childcare spots by 2022) of childcare in order to create enough

55 and 64: 60%** childcare places to meet demand.

Employment rate among

women: 73%** Act on the Promotion of Further Supporting employees in obtaining
Professional Development during qualifications in order to safeguard
Structural Change and of the Further employment and increase the
Development of Measures to Promote employment rate in the medium term.

Education and Training (Gesetz zur
Férderung der beruflichen Weiterbildung im
Strukturwandel und zur Weiterentwicklung
der Ausbildungsférderung, Arbeit-von-
morgen-Gesetz) This Act further developed
labour market policy instruments for

the purposes of promoting further
education and training and also made
these instruments more closely oriented
to requirements relating to demographic
change, digitalisation and sustainability.

Key points included expanding financial
support for companies with regard to
helping their employees gain qualifications,
under certain conditions, and making it
easier for companies to apply for support.
In addition, funding opportunities for
obtaining qualifications within transitional
companies providing outplacement
services (Transfergesellschaften) were
improved, thereby supporting the
transition to new employment, by

means of the Federal Employment
Agency covering up to 75% of the

training costs. In the area of promoting
training, the assisted apprenticeships
(assistierte Ausbildung) scheme was
further developed and consolidated.

CRISIS-RELATED MEASURES: Safeguarding employment, thereby
Liberalisations in relation to short- stabilising the employment rate
time work (Kurzarbeit): The number

of employees in a company who have

to be affected by the loss of working
hours in order to qualify for short-time
work benefit has been reduced from

one third to 10%. The need to build up

a negative balance in working hours

prior to the granting of short-time work
benefit has been completely waived.
Social security contributions to be paid
solely by employers during the period of
receipt of short-time work benefit will

be reimbursed in full (on a lump-sum
basis) by the Federal Employment Agency.
Access to short-time work benefit will be
opened up further, on a temporary basis,
for sub-contracted workers. Until the end
of 2020, the maximum period for receiving
the benefit can total up to 21 months.
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Table 12: continuation

National headline targets

. -
for 2020 List of actions

German Draft Budgetary Plan 2021

Description of the direct relevance
to the target

In force with retroactive effect from
1 March 2020 (from 31 January 2020,
with regard to the maximum period).
Limited until 31 December 2020.

The following follow-up arrangements
have been adopted: The rules for easier
access to short-time work benefit, and
access to short-time work benefit for
sub-contracted workers, have been
extended to 31 December 2021 for all
companies that introduce short-time
work before 31 March 2021. Social
security contributions will continue to be
reimbursed in full until 30 June 2021. After
that, 50% of social security contributions
will be reimbursed until December

2021 for all companies that introduce
short-time work before 30 June 2021.

For companies that introduce short-time
work before the end of 2020, the eligibility
period for short-time work benefit will

be extended to a maximum of 24 months,
at the longest until 31 December 2021.

Expansion of the opportunities for
supplementary earnings during short-
time work. The new provision in section
421c (1) of Book III of the Social Code
(Drittes Buch Sozialgesetzbuch) created

a temporary waiver on the obligation to
credit against short-time work benefit any
remuneration from employment taken up
during short-time work, up to the amount
of the original remuneration if short-time
work had not been required, and a waiver
on the obligation to credit income of up
to €450 from low-paid part-time work
(“mini-jobs”). This creates an incentive to
take on temporary employment, including
in systemically important sectors. In force
from 1 April 2020 to 31 December 2020.
The arrangement exempting mini-jobs
from the crediting obligation has been
extended until 31 December 2021.

Safeguarding employment, thereby
stabilising the employment rate

Federal programme “Safeguarding
apprenticeships”. Support for SMEs that
provide training with regard to initiating
and continuing in-company vocational
training; implemented by means of

the federal programme “Safeguarding
apprenticeships” (€0.41 billion).

Duration: 2020/2021 academic year

The first funding guidelines provide for the

following opportunities to receive support:

«  Apprenticeship bonus (€2,000
per apprenticeship contract for
companies that keep their level of
apprenticeships stable in comparison
with the previous three years)

66
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Table 12: continuation

German Draft Budgetary Plan 2021

National headline targets
for 2020

List of actions*

Description of the direct relevance
to the target

+  Apprenticeship bonus plus (€3,000
per apprenticeship contract for
companies that increase their level
of apprenticeships in comparison
with the previous three years)

«  Grant for apprenticeship pay for
the purpose of preventing the
need for short-time work (75% of
the apprenticeship pay for each
month in which the loss of working
hours amounts to at least 50% and
the apprentice and their trainer
are nevertheless kept on at the
company to continue the training)

«  Bonus for assuming responsibility for
an apprentice from another company

(Ubernahmeprimie) (€3,000 for

each apprenticeship contract that an

SME concludes with an apprentice
from an insolvent company)

R&D expenditure: 3.5% of GDP
by 2025 (two-thirds from the
private sector and one-third
from the public sector)

Research and Development Tax Incentives

Act (Gesetz zur steuerlichen Férderung
von Forschung und Entwicklung),
entered into force on 1 January 2020

The Research and Development Tax

Incentives Act creates incentives for,

in particular, small and medium-sized
enterprises to invest in R&D activities. As
part of the adopted economic stimulus
and future package, the assessment
basis was doubled, to €4 million, for the
period from 1 July 2020 to 30 June 2026.

National Hydrogen Strategy (see below)

Promoting quantum technologies:
reaching the next stage of technology
in quantum computing, quantum
communications and quantum sensors
and their industrial exploitation

The economic stimulus and future
package that was adopted in

June 2020 provides for additional
investment totalling €2 billion to
promote quantum technologies.

Supporting the research, development
and application of future
communication technologies

The economic stimulus and future
package that was adopted in June 2020
provides for additional investment
totalling €2 billion to promote future
communication technologies.

Supporting the research, development
and application of artificial intelligence

The economic stimulus and future
package that was adopted in June 2020
provides for additional investment
totalling €2 billion to intensify research
into, and the application of, artificial
intelligence (Al). The investments

of €3 billion into AI by 2025 that

were planned within the framework

of the AI Strategy are accordingly
being increased to €5 billion.

Reduce greenhouse gas emissions
by at least 40% by 2020 and

by 80-95% by 2050, compared
with 1990 levels, and become
largely carbon neutral by 2050

Climate Action Programme 2030

(adopted by the federal cabinet
on 9 October 2019)
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Description of the direct relevance
to the target

Increase share of renewable
energy to 18% of gross final
energy consumption by 2020,

to 60% of gross final energy
consumption by 2050, and to at
least 80% in the electricity sector

National energy efficiency

goals according to the Federal
Government’s energy strategy

of 28 September 2010: reduce
primary energy consumption by
20% by 2020 and by 50% by 2050,
compared with 2008 levels

Climate Action Act (Klimaschutzgesetz)
(in force since 18 December 2019)

The Climate Action Act ensures that
Germany reaches its climate targets
(reduction in greenhouse gas emissions
of at least 55% by 2030, compared with
1990 levels, and carbon neutrality by
2050) by codifying fixed procedural
rules for reviewing and optimising

the progress in reducing emissions
achieved in individual sectors.

Coal Phase-Out Act (Kohleausstiegsgesetz)
(in force since 14 August 2020)

The Coal Phase-Out Act provides for a
step-by-step reduction in the use for

coal for generating electricity and its
complete termination by 2038 at the latest.
Accordingly, the greenhouse gas emissions
associated with coal-fired electricity will
also be gradually reduced and eventually
completely eliminated. The first closures
of coal-fired power plants are scheduled
to take place by the end of 2020.

Amendment to the Renewable Energy
Sources Act (Erneuerbare-Energien-
Gesetz) (adopted by the federal cabinet
on 23 September 2020, will enter

into force on 1 January 2021)

The Renewable Energy Sources Act 2021
further pursues the implementation of
the Climate Action Programme 2030.
Among other things, it underpins the
goal of achieving 65% of Germany’s
electricity consumption from renewable
energy by 2030 with specific measures.

The goal of having all electricity
in Germany be carbon neutral by
2050 is also enshrined in law.

Amendment to the Offshore Wind Act
(Windenergie-auf-See-Gesetz) (adopted
by the federal cabinet on 3 June 2020)

The Offshore Wind Act regulates
the expansion of offshore wind
energy. The amendment adopted by
the cabinet provides for increasing
the target for 2030 to 20 GW and
setting a target of 40 GW for 2040.

National Hydrogen Strategy (adopted by
the federal cabinet on 10 June 2020)

The aim of the National Hydrogen
Strategy is to help green hydrogen

get established on the domestic and
international market. The Federal
Government has earmarked financing
totalling €9 billion for this purpose in the
economic stimulus and future package.

The specific measures addressed in the
package are intended to help green
hydrogen get established on the market,
both on the production side and on the
consumption side, particularly in those
areas where a more efficient direct use
of electricity from renewable sources
will not be possible, even in the future.
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Economic stimulus and future
development package (Konjunktur-
und Zukunftspaket) (agreed between
the parties in Germany’s governing
coalition on 3 June 2020)

The economic stimulus and future
package that was agreed in June

2020 contains a range of measures,
including reducing the surcharge
levied on electricity consumers for

the purpose of promoting renewable
energy (known as the “EEG surcharge”),
raising the expansion target for
offshore wind power, and increasing
funding for the building refurbishment
programme to reduce CO, emissions.

Energy efficiency strategy (adopted by the
federal cabinet on 18 December 2019)

See the 2020 NRP.

Increase in the share of
persons aged 30-34 who have
completed tertiary education
or equivalent to 42%**

The Federal Government has earmarked
an additional total of €1.3 billion for
benefit increases in the budget years
2019-2021 for the revision of the Federal
Education and Training Assistance Act
(Bundesausbildungsférderungsgesetz,
BAf6G) which entered into

force in August 2019.

The amendments to the Federal Education
and Training Assistance Act substantially
increase the benefits available under the
Act, in order to improve outreach to young
people who are considering school-based
or tertiary education and to ensure equal
opportunities in accessing vocational
training leading to a qualification.

Support for students during
the COVID-19 pandemic
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Among other measures, the following
adjustments to the BAf6G system
were made to support students
during the COVID-19 pandemic:

«  Additional earnings from all
systemically important sectors
and professions will not be
credited as income against BAf6G
educational or training grants;

«  Payments will continue to be
made for an appropriate time
beyond the maximum period that
support is normally provided, in the
event that education or training
is interrupted for unavoidable
reasons relating to the pandemic;

«  Individuals receiving BAf6G support
will continue to receive their
educational or training grants if
educational or training activities are
suspended in schools and universities.

Students who have lost their student
jobs in the course of the pandemic and
who require financial support can, as
of the beginning of May, apply to KfW
for loans of up to €650 per month as
temporary aid. The loans are interest-
free for the period during which they
are received, up until 31 March 2021.
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In addition, €100 million is being

made available to the German

National Association for Student
Affairs (DSW) for the local emergency
relief funds of the student welfare
services (Studierendenwerke). This is
intended to help students who are
demonstrably in particularly acute need
and who require direct assistance.

Reduce the number of long-term
unemployed persons by 20% by
2020 compared with 2008 levels**

“Protective shield” for self-employed
individuals / simplified procedure for
means-testing for basic income support:
simplified procedure for means-testing
for basic income support; faster access to
basic income support pursuant to Book
11 of the Social Code (Sozialgesetzbuch)
for all individuals of working age:

+  Means-testing is suspended for
six months, unless the applicant
has substantial assets

«  Actual expenditure on
accommodation and heating
will be accepted for six months
without an appropriateness test

«  Provisional approval is granted
on the basis of an applicant’s
predicted income; a final decision
is only made upon application.

In force with retroactive effect from
1 March 2020. Limited
until 30 December 2020.

Social security coverage for categories of
individuals who have been particularly
affected, with the aim of helping

these individuals swiftly return to

work when the situation improves.

* The 2020 NRP, which was sent to the European Commission in April 2020, includes a comprehensive overview of the state of play
regarding the implementation of the Europe 2020 strategy in Germany, including a detailed table of actions (including description of
action, anticipated impact, status and schedule), p. 54 et seqq. The overview in this table is limited to new actions (planned, adopted, in
force), especially actions affecting public finances, which will take effect in 2021 and the following years.

** Target already met.
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Table 14: Methodological aspects

Estimation Relevant step of the Relevant features of the Assumbtions
technique budgetary process model/technique used P
Macroeconomic Before each tax Iterative-analytic approach: several  Technical assumptions (for
forecast revenue estimate partial models are used in the oil and commaodity prices,
system of national accounts. exchange rates and interest)

Potential GDP is estimated on
the basis of models developed
and recommended by the Output
Gaps Working Group of the
European Union’s Economic
Policy Committee (EPC).

Tax estimate Basis for drafting and Estimate based on macroeconomic  Macroeconomic forecast,
finalising budget forecast and time series analysis estimates on the fiscal
impact of discretionary
tax measures

Fiscal impact of Basis for tax revenue Microsimulation models based on ~ Macroeconomic forecast
discretionary tax estimate and for drafting tax statistics; calculations based
measures and finalising budget on macroeconomic assumptions
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