
NATURE OF COVID-19 SHOCK: STYLIZED FACTS 
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Ø  An existential crisis with 
1.3mln confirmed cases 
and over 74000 confirmed 
COVID deaths as of Monday, 
April 6 

Ø  Acquiring herd immunity is 
not an option  

Ø  Social distancing is likely to 
last 

Ø  The cost of the health 
crisis could be enormous  



CUMULATIVE NUMBER OF CASES OF INFECTION AND DEATHS FROM 
COVID-19 BY COUNTRY INCOME GROUPS (6 April 2020) 
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Source: Loayza and Pennings (2020), European Centre for Disease Prevention and Control (2020) and WHO  (2020) (via Our World in Data 

by University of Oxford, https://ourworldindata.org/coronavirus-source-data, accessed on 6 April 2020).  



PATHWAYS OF THE ECONOMIC SHOCK 
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Source: Adapted from Baldwin,2020 



IMPLICATIONS OF THE ECONOMIC SHOCK FOR FIRMS 
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DEMAND SIDE 

• Liquidity problems 
as reduced sales 
results in an 
inability to pay 
creditors (banks, 
suppliers) 
• Inability of buyers 

to pay past 
receipts 
•  Inability to pay 

workers and 
maintain 
workforce levels 

SUPPLY SIDE 

• Reduced access to 
imported inputs 
• Decline in the 

availability of 
labor 
• Decline in firm 

productivity 
• Decline in TFP 
• Lack of 

intermediate 
goods 

FINANCIAL SIDE 

• Liquidity squeeze 
and higher 
volatility in 
financial markets 
• Reduced access to 

working capital 
• Investments 

postponed due to 
credit constraints 
• Deterioration of 

credit conditions 
• Rush to liquidation 

as a debt tool 
enforcement 

UNCERTAINTIES 

• Lower investments 
• Lower appetite for 

risk associated 
with innovation 
and 
entrepreneurship 
• Firms overreact to 

the crisis and 
reduce 
employment more 
drastically 



IMMEDIATE MEASURES TO LIMIT HUMAN AND ECONOMIC  
LOSSES 
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• Ease the regulation of basic health material sectors (e.g. 
masks, gloves)  to enable the entry of new producers; 
• Fund the production of test kits and respiratory equipment; 
• Massively invest in testing capacity; 
• Usage of PPPs for the expansion of health services (hospitals 

and ICUs); 
• Review regulations for providing medical services online;  
• Subsidize consultations by the public, especially on mental 

health, a concern during lockdowns and quarantines. 

(I) FLATTENING 
THE DISEASE 

CURVE 

• Fund a pilot project of ‘Covid-19 free environment’ in a selected 
space/industry/value; 
• Strengthen the digital economy in areas of health and 

education; 
• Review regulation to promote health security and productivity 

(II) FLATTENING 
THE RECESSION 

CURVE 



ECONOMIC RESPONSE PRIORITIES IN THE PRIVATE SECTOR 
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MACROECONOMIC 
PRIORITY 

•  Fiscal support should  focus on social 
insurance 
• Monetary policy should focus on 

maintaining liquidity to preserve 
economic assets and protect 
enterprises 

SUPPLY SIDE 
PRIORITY 

• Reduce market frictions (heavy health 
regulations, high entry cost and export 
restrictions) 
•  Insulate workers, enterprises, and banks 

from the negative impact of recession with 
minimal distortion and resource 
misallocation. 



HOW TO PRESERVE PRODUCTIVE VALUE OF ECONOMIC 
ASSETS DURING THE PANDEMIC 
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Ø Maintain worker salaries and wages, even partially, through public 
payroll relief to firms 

 
Ø  Provide cheap loans for working capital and payroll to SMEs and 

large firms, to minimize layoffs 
 
Ø  Pre-empt firm insolvency by allowing the rollover of firm loans 

from banks and other financial institutions and temporary interest 
payment moratoria 

 
Ø  Allow tax relief to firms and individuals for the duration of the 

containment period 
 
Ø  Provide essential public law and order measures to ensure that 

productive equipment and firm facilities and assets remain intact 
 



SUMMARY: POLICY RESPONSE DURING OUTBREAK AND 
RECOVERY 
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RAPID, TRANSPARENT, TIME-BOUND AND 
BROAD-BASED MEASURES DURING THE FIRST 6 

MONTHS 

1.   Maintain access to finance 

2.   Ease and postpone tax obligations 

3.   "Keep lights on” for businesses 

4.   Reduce cost of intermediate inputs 
and final goods 

5.   Support systemically important 
firms 

1.   Restore credit flows to boost 
investment 

2.   Reactivate trade flows and value 
chain participation 

3.   Recalibrate tax incentives toward 
promoting investment 

4.   Redirect fiscal support from 
emergency measures to temporary 
job creation programs 

5.   Revamp/create SME support 
programs focused on promoting firm 
and productivity growth 

RETURN TO PRE-CRISIS LEVEL OF PRODUCTION 
AND EMPLOYMENT AND SET FOUNDATIONS FOR 

LONG-TERM PRODUCTIVITY GROWTH 



GDP GROWTH RATE PROJECTIONS IN CENTRAL ASIA 
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Uzbekistan from 5.6% 
in 2019 to 1.6% in 2020 

Kyrgyz Republic from 4.5% 
in 2019 to 0.4% in 2020 

Tajikistan from 7.5% in 2019 to 
1.0% in 2020 

Kazakhstan from 4.0% in 2019 to 
-1.6% in 2020  

Source: Asian Development Bank, “Asian Development Outlook 2020: What Drives Innovation in Asia?”, Special Topic: The Impact of the 

Coronavirus Outbreak – The Update, April 2020, https://www.adb.org/sites/default/files/publication/575626/ado2020.pdf   



CHANNELS OF COVID-19 IMPACT ON CENTRAL ASIA 
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Ø  Overall growth in Central Asia will also slow to 0.1% in 2020 with the decline in oil prices 
caused by COVID-19 (ADB 2020) under the baseline scenario (-0.1% under downside 
scenario) 

Ø  Uzbekistan and Kyrgyz Republic: Lower horticulture exports peak high-value horticultural 
export season April-June, expected to be hard hit due to travel and transit suspension to 
most important market (Korea) + other significant markets (China, Japan, Russia); 

Ø  Kazakhstan: dampened demand for Kazakh exports (oil, gas and minerals) in the EU due to 
the EU’s lockdown; reduced non-oil export from China, which accounts for ~24% of 
Kazakhstan’s non-oil export (agriculture and minerals);  

Ø  Uzbekistan: Reduced gas shipments;  
 
Ø  Tajikistan and Kyrgyz Republic: Fiscal consolidation and lower remittances from the Russian 

Federation will weaken growth (ADB 2020); 
 
Ø  Manufacturing and chemicals exports may be affected by intermediate input production 

bottlenecks in China and Korea; 

Ø  Tourism will be hard hit by travel suspensions - 1.5-1.7% of GDP  
•  High poverty impact on crisis 

 



CHANGES IN MOBILITY TRENDS IN RETAIL AND 
RECREATION DUE TO COVID-19 IN CENTRAL ASIA 
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 - 45%  KAZAKHSTAN   - 8%  TAJIKISTAN  

  - 74%  KYRGYZ REPUBLIC  

 
Source: COVID-19 Community Mobile Reports. 
Note: Figures in graphs show mobility trends for places like restaurants, 
cafes, shopping centers, theme parks, 
museums, libraries, and movie theaters 



COUNTRY RESPONSES: KAZAKHSTAN 
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•  Guaranteed purchase of products from the domestic agricultural and processing enterprises for 
at least 6 months in advance 

•  Scaling up subsidized credit to SMEs in the non-extractive industries 
•  Expanded list of hard collateral when financing projects under state programs to support 

business, public-private partnerships 
•  Expanded and simplified government subsidized lending to businesses 
•  A new lending mechanism for SMEs in agroindustry to simulate the sector 
•  Cash transfers for people who lost jobs, self-employed, and those with no regular earnings 

(about 3 million people) 

BUDGET MEASURES 

•  Deferral on interest payments on existing loans for SMEs 
•  Household and business sector debt relief initiatives 
•  Lower risk-weighting on loans to SMEs, PPPs and syndicated loans 
•  Expansion of the list of highly liquid assets to facilitate compliance with liquidity ratios 
•  Opportunity for the borrower to correct a negative credit history in case of repayment of more 

than 50% of overdue debts within 12 months and subsequent fulfillment of obligations 

FINANCIAL SECTOR MEASURES 

•  Waiver till October 1 payment of taxes and other mandatory payments for small and medium-
sized businesses in the most affected sectors of the economy 

TAX AND NON-TAX MEASURES 



COUNTRY RESPONSES: KYRGYZ REPUBLIC 
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•  Temporary restrictions on public procurement of goods, works and services, with the exception 
of goods, works and services necessary to maintain public health 

•  Attract funds of development partners to finance:  -shortfall in state budget revenue;  - 
humanitarian aid; - stimulation of the economy; - social support  

•  Undertake measures to reduce expenditures of the republican budget 

BUDGET MEASURES 

•  Public awareness campaigns on remote banking and credit auctions to ensure required level of 
currency liquidity  

•  Relieve prudential requirements for commercial banks 
•  Prolong and restructure the principal amounts and interest on loans for a period of at least 3 

months 
•  Simplify the procedures of the RKDF to ensure maximum availability of credit resources  

FINANCIAL SECTOR MEASURES 

•  No tax sanctions and penalties for untimely fulfillment of tax obligations until July 1, 2020  
•  Postpone the implementation of the components of the e-system of focalization of tax 

procedures (ESF, ETTN and virtual cash register) until July 1, 2020 
•  Postpone the deadline for submitting a single tax return until April 1, 2021  
•  Introduce restriction on on-site tax inspections till January 1, 2021 (some exceptions apply) 
•  Suspend filing of the applications for bankruptcy of enterprises until January 1, 2021  
•   Deferrals for payment of the amounts of tax debts and social deductions caused by introduction 

of emergency regime from March 22, 2020  

TAX AND NON-TAX MEASURES 



COUNTRY RESPONSES: UZBEKISTAN 
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•  Concessional short bridge loans to help businesses maintain employment and domestic supply 
•  Compensation of lost income to export transport businesses 
•  Green lane customs approaches to keep goods traffic flowing efficiently 
•  Other public infrastructure projects to mop up potential income and employment shocks 

BUDGET MEASURES 

•  Money market liquidity measures and a commitment to keep all ATMs and banks cashed 
•  Deferrals on private sector loan repayments for hotels, transport/logistics/catering/tourism/

private educational institutions/businesses that hold large supply contracts with a selected 
number of heavily COVID affected countries 

•  Provision of state support to strategic enterprises through the allocation of interest-free budget 
loans to repay loans attracted under the state guarantee, as well as to make priority expenses 

FINANCIAL SECTOR MEASURES 

•  Reduction in social contributory taxes by 50% (from about 12 percent to 6 percent of wages) 
•  Cessation of all tourist taxes 
•  A reduction in water fees for irrigation (one of the bigger costs of agricultural production) by 50% 
•  Deferral of income tax submission deadline by 6 months 
•  Deferrals of property and land taxes by 6 months 
•  Reduction in this year’s income tax by 30% for all individual entrepreneurs registered in the 

tourism sector 
•  Waivers of all late payment penalties on certain forms of taxes (not clear which ones) 
•  Waivers to allow exporters with dues to the state to continue exporting and to allow arrears to 

accumulate for up to 6 months 
•  Waivers to allow large capital and raw material importers to defer dues to the state (e.g. import 

VAT) for up to 6 months 

TAX AND NON-TAX MEASURES 



POTENTIAL POLICY CONTRAINTS 
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POIICY 
CONSTRAINTS 

Monetary policy restricts a 
state’s capacity to inject 
liquidity without risking 

inflation and financial sector 
stability 

Longer recession can lead 
to higher cost of policy 

response  

Reduction in asset price due 
to recession may have a 

negative effect on 
consumption and economic 

recovery 

Fiscal space limits a state’s 
capacity to provide income 

insurance and act as a 
payer of last resort  



POTENTIALLY ASSOCIATED RISKS  
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Financial Sector 
•  Unwilling to lend (risk 

averse) 
•  Unable to lend (high NPLs) 

Short-term risk: 
Insufficient Govt firepower 
to stop the vicious circle, 

if 
Covid-19 is not contained 

quick enough 

Govt: funding to support firms’ operating expenses and 
payment to  financial institutions 

Govt: guarantee + loan forgiveness to encourage 
lending by financial sector 

Long-term risk: Over-
powered role of the state 
may create distortions in 

the economy after the 
pandemic 



WORLD BANK FAST-TRACK COVID-19 FACILITY 
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SUMMARY: WHAT THE WORLD BANK COULD DO ON THE POLICY SIDE? 
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POLICIES	 TYPES	OF	POTENTIAL	MEASURES	Emergency	health	
sector	funding	

Measures	to	address	immediate	health	needs	

Fiscal	policies	 Increased	unemployment	benefits	and	social	safety	net	cash	
payments;	tax	relief	for	households	and	enterprises	

Labor	policies	 Flexibility	in	managing	shifts,	overtime,	part-time	and	HBW	

Public	procurement	
policies	

Extension	of	the	deadlines	for	the	delivery	of	signed	PP	contracts	

Investment	policies	Government	investments	that	would	stimulate	employment	
Financial	sector	
policies	

Support	to	banks	(regulatory	forbearance,	bank	refinancing	
lines	and	temporary	recapitalization	of	systematically	critical	banks	if	
needed),	and	to	enterprises	(bankruptcy	forbearance,	refinancing	of	
existing	loans	with	government	guarantee)	

Private	sector	and	
trade	policies	

Temporary	recapitalization	of	strategic	enterprises;	financial	packages	
in	the	form	of	grants	and	matching	grants;	bailouts	of	key	large	
companies	(ex.	transport,	logistics)	
	



April 9, 2020 

Thank you for you attention 


