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Covid-19 in Central Asia: impact on economic growth
The COVID -19 pandemic will lead GDP growth to slowdown and even turn negative in most
Central Asia countries in 2020
GDP growth

2019

IMF

Forecast

(May 2020)

2020

IMF Forecast 2021
(April 2020)

Afghanistan

+3%

-3%

+4.5%

Kazakhstan

+4.5%

-2.5%

+4.1%

Kyrgyzstan

+4.5%

-4%

+8.0%

Mongolia

+5.1%

-1%

+8%

Tajikistan

+7.5%

-2%

+5.5%

Turkmenistan

+6.4%

+1.8%

+6.5%

Uzbekistan

+5.4%

+1.8%

+7.0%

•

Lockdown measures, reductions in global trade and commodity prices and falling
remittances have hit Central Asia economies, including Turkmenistan

•

Initial health impact of COVID in Central Asia less severe than in many OECD countries, but the
challenges linked to deconfinement and returning labour migrants increase the second wave risk
Sources: IMF
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Low diversification could exacerbate the economic cost in
Turkmenistan and Central Asia
The global turndown has lowered demand
and value of many key exports…

…with both a limited number of exports and trading
partners likely to exacerbate the cost for Turkmenistan
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Sources: Financial Times, OEC, OECD
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At a glance:
Government policies to mitigate Covid-19 in Central Asia
Macroeconomic
and prudential
regulations

Fiscal measures (for firms)

International
movement
restrictions

Domestic
movement
restrictions

Lockdowns

Additional health
support

Income/job
support

Monetary

IFI financing

Financial

Taxation

Others

AFG

Yes

Yes

Limited

No

No

Yes

No

No

Admin

Partial regulatory
simplification

N/A

KAZ

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Admin/Policy

Increased subsidised
lending

Early

KGZ

Yes

Yes

Limited

Limited

No

Limited

Yes

Yes

Admin

Inspection moratorium,
amended procurement,
awareness campaigns

N/A

MNG

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Admin/Policy

Accelerated digitalisation,
sector specific policies,
employment scheme

N/A

TJK

Yes

Limited

No

Limited

No

Limited

Yes

No

No

No

N/A

TKM

Deconfinement

Yes

Yes

Limited

No

No

No

No

No reported
measure

No reported measure

No reported measure

N/A

UZB

Containment

Yes

Yes

Limited

Yes

Yes

Yes

Yes

Yes

Admin/Policy

Institutional reorganisations:
Anti-Crisis Fund

Early

Sources: governments of Central Asia, media, WHO, IMF
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Government responses in Turkmenistan have largely
focussed on trade and macroeconomic issues
Fiscal measures to support firms
• Compared to other Central Asia countries, Turkmenistan’s interventions to support the private
sector have been limited. There has been no guidance given to businesses and entrepreneurs
on how to adapt if COVID arrives in the country.
• The government has signalled its intention to broaden the use of the Stabilisation Fund, first
introduced in 2008. In effect, this might lead to a tightening of already challenging currency
controls, damaging the investment attractiveness of the country and the competitiveness of its
private sector.
Public finances
• The President on 8 May stated that the difficulties caused by external circumstances could lead
to a more difficult situation for public finances than in the 2008 financial crisis and the 201415 commodity shock.

• It is not clear that commodity prices will rebound to recent levels in the coming years;
pressure on export revenues could limit the funds available to address immediate- and longerterm economic reform priorities.
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The government may have to provide more direct support to
maintain household and business consumption and liquidity

Measures to
support workers

Measures to
support firms

•

In many OECD countries, governments have created or simplified short term work (STW)
programmes, through which governments subsidise labour costs to maintain employment.

•

Recognising that the economic crisis has a particularly heavy toll on the self-employed,
many OECD countries have implemented unconditional cash transfers to manage liquidity.

•

Most OECD countries have implemented public childcare options to working parents in
essential services and direct financial support

•

More broadly, direct financial support through universal basic income has increasingly been
normalised as a means of mitigating falling consumption and maintaining household
finances.

•

State-guaranteed loans with delayed repayment schedules have been introduced in
numerous OECD and non member countries to help firm liquidity.

•

Public awareness campaigns have been launched to ensure that firms are aware of the
support available to them,.

•

The crisis has expedited digitisation processes in numerous countries, with governments
encouraging teleworking arrangements and providing financial support to help digital
transitions.
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In OECD countries, taxation has been a major component
of COVID-19 policy responses
Tax administration measures
-

Tax filing extension in 30% of OECD and G20 countries, deferrals of tax, SSC payments, advance
payments in 80% of OECD and G20 countries

-

Enhanced tax refunds (VAT and/ or previously withheld taxes that are returned to the business):
30% of OECD and G20 countries

Tax policy measures
-

Reduction in employer SSCs – in particular where the workers face reduced hours, but are retained

-

Enhanced tax loss provisions (carry-forward or carry-backward) (e.g. in CZE, NLD, NOR, POL, SVK, USA)

Overview of main tax measures in OECD/G20 countries
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Turkmenistan shares a number of common challenges with
other Central Asia countries in managing the economic fallout
Governance and
administration

Fiscal

Financial

Labour

Trade

•

Many governments hope to use this period as a catalyst of digital transition, but digital
infrastructure remains underdeveloped and regulatory barriers to the sector are high in
Turkmenistan and Central Asia.

•

A number of key policy areas are devolved to regional governments, which may struggle to
cope with increased demand and the complexity of service delivery.

•

The large role played by SOEs in national economies risks misallocating much needed
resources during a difficult economic period, whilst lowering the competitiveness of the
region as an investment destination against a backdrop of increased international competition.

•

Many OECD countries have financed support packages through debt, but with poorly
developed domestic capital markets and only limited and expensive access to international
debt markets, the ability of Central Asian economies to do likewise is limited.

•

The narrowing fiscal space means that Central Asia, as other emerging economies, will need to
do more with less, whilst also ensuring that longer-term reform priorities do not suffer.

•

Weakness in the financial system raise questions about its ability to efficiently mediate the
liquidity-support measures put in place by the authorities.

•

Across the region non-performing loans are likely to increase following the pandemic.

•

The private sector already struggled to create sufficient high-quality jobs for expanding
labour markets; this task will be tougher in the years to come.

•

High numbers of grounded labour migrants could place labour markets and government
services under further strain.

•

A coordinated regional approach will be necessary to overcome many existing trade
facilitation challenges, particularly around border management.
OECD Eurasia Competitiveness Programme
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Addressing longer-term reforms will be essential to create
lasting conditions for recovery and growth
Priority areas
for reform

1 Legal framework
for investment

Preliminary recommendations

Suggested practices

 Consider the creation of an investment promotion agency to
provide potential investors with a trusted and non-political
gateway into the country

•
•

Enterprise Georgia
Investment
Promotion Agency
of Turkey

•

Georgia One-stopshop

•

Kazakhstan
Entrepreneurial
Code

•

Korea regulatory
simplification

 Modernise and consolidate investment legislation, ensuring
that it is publicly available in key languages, for both domestic
and foreign parties

2 Registration

procedures for
businesses

 Discussion in Turkmenistan is currently underway on creating an
OSS for business registration, the creation of this service
should be a priority project
 The government should ensure that the private sector is
involved throughout, so that any proposals meet real business
needs

3 Operational

environment for
SMEs

 The legislation for licensing and permits continues to be
unconsolidated and subject to change, the government should
therefore strive to identify and remove redundant and
cumbersome legislation
 Address inconsistencies in licensing requirements between
the private sector and SOEs
 To ensure reliable and accountable enforcement, the
government should consider creating an ombudsman with
oversight for inspection monitoring
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