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Impact of coronavirus crisis on the economy of the Republic of Kazakhstan

Abstract

Object: The crisis and the lockdown that led to a sharp reduction in businesses in various industries, sales markets,
interruptions in supply chains, restrictions on the free movement of citizens. The demand for oil has decreased and
world prices for it have collapsed. All these unfavorable macroeconomic factors indicate that the country is facing a
crisis and a long period of recovery of various industries. In this regard, a study of the current state of the economy of
the Republic of Kazakhstan during the quarantine period in connection with the COVID-19 pandemic was conducted.

Methods: General scientific methods, in particular, the method of content analysis, the method of analysis, the
method of generalization, the method of graphical interpretation.

Results: The results of the study show that in the short term it may be more expedient for the country’s economy
to give priority to the domestic economy than to the external one. In addition, from the point of view of medium- and
long-term plans, it is important that Kazakhstan draws lessons from international experiences to take action on the eco-
nomic recovery plan.

Conclusions: The development of proposals and recommendations for medium and small businesses to overcome
the economic crisis. A number of methodological, theoretical and practical issues related to the improvement of the op-
erational and financial activities of enterprises during the quarantine period and the way out of the pandemic are consid-
ered.

Keywords: coronavirus, economy, budget, recovery, pandemic, economic growth, economic policy, COVID-19.

Introduction

Considering the consequences of coronavirus, it is necessary to note the key points: the epidemic itself
is not as dangerous as the consequences of fighting it, primarily for economic development. Following the
impact on the economy are two other, less obvious, but more profound aspects — the consequences for Chi-
na’s emergency response system and, more broadly, the country’s governance, as well as the impact on Chi-
na’s international positioning.

The COVID-19 outbreak caused a significant deterioration in economic conditions for some companies
and increased economic uncertainty for others. The company’s management needs to assess whether these
events or conditions (individually or collectively) raise doubts about whether the company can continue as a
going concern, or — in complex cases — an assessment of whether the assumption of going concern is ac-
ceptable in the preparation of the company’s financial statements.

Although some industries and jurisdictions may suffer more than others, all companies need to consider
the possible consequences when assessing business continuity.

The impact on companies from high-risk sectors that are under pressure in the form of lower demand,
lower sales and lower margins will be more significant. This is especially true for travel and tourism, hospi-
tality/entertainment/sports, retail and the oil industry. Over time, the impact on the automotive industry may
increase if consumers postpone major purchases until the level of uncertainty decreases.

Current events and conditions can significantly affect the company’s ability to continue as a going con-
cern.
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Literature Review

Many studies of recent decades have shown that the health of the settlement is directly related to
the well-being of the population. There are many channels for the impact of an outbreak of infectious
diseases on the economy. Various scenarios of the impact of the pandemic on macroeconomic outcomes and
financial markets have been considered in the literature (for example, using the DSGE/CGE global hybrid
general equilibrium model) (McKibbin, & Roshen, 2020). These scenarios, which are uncertain in the con-
text of a pandemic, demonstrate that even a contained outbreak in the short term can have a significant im-
pact on the global economy. V. Makkibin and F. Roshen consider traditional instruments (for example, low-
ering interest rates) ineffective; the economic risks of the current pandemic require not only demand man-
agement, but also comprehensive measures in the field of monetary, fiscal and health policy (McKibbin, &
Roshen, 2020). The widespread use of hygiene practices described in the work of D. Levin and V. McKibbin
can be an inexpensive and highly effective response that reduces the negative consequences of the pandemic
for the economy (Levine, McKibbin 2020). J. Bowie considers one of the mistakes that accelerated the
spread of the COVID-19 pandemic to be the incorrect identification of the sources of the appearance of viral
infection (they were initially associated with bats, snakes, seafood), “giving a false sense of security, obscur-
ing the real epidemic” (Bouey, 2020). The impact of COVID-19 on the global financial system is already
being investigated. T. Beck argues that the adverse effects of solvency in the financial system are likely not
to manifest immediately, so there will be time to prepare balanced decisions (Beck, 2020). However, panic
and side effects in the markets occur quickly, so regulators need to focus on possible failures in the financial
system and strengthen confidence in financial markets, clearly signaling the readiness of their intervention.
There is no conceptual justification and evaluation of the interrelationships between pandemics and the de-
velopment of the world economy in the literature. Since the tasks of supply and demand management are of
key importance, it is necessary to develop a theoretical basis for identifying complex relationships between
the spread of the pandemic and the dynamics of economic growth. As the trajectory of the pandemic takes a
final form, the economic dynamics look more and more uncertain; with the arrival of new statistics.

Methods

To achieve the research goal, general scientific methods were used:

—a method of content analysis that allowed organizing and structuring the main scientific research re-
lated to the impact of the pandemic on the economy of Kazakhstan;

—a method of analysis that made it possible to assess the state of the main indicators of the country’s
economy;

—the generalization method is aimed at establishing the existing relationships between the economic
objects and phenomena under consideration;

— the method of graphical interpretation, which made it possible to visualize the obtained results: com-
parison of indicators by industry over a period of time, and their ratio; ways to improve the economy, etc.

Results and Discussions

The negative consequences of COVID-19 may have the greatest impact on the economy of Kazakhstan
for the first time since the collapse of the USSR. The consulting company identified the main points that
were affected by the spread of the coronavirus.

According to the IMF’s forecast, Kazakhstan’s GDP will decrease in real terms by 2.5% in 2020,
against growth of 4.5% in 2019. The spread of COVID-19 and OPEC+ actions significantly affected oil pric-
es and the tenge exchange rate (Figure 1). On April 2, 2020, the Ministry of Finance reported an increase in
the state budget deficit from 1.2 trillion tenge to 2.4 trillion tenge, as well as an increase in the transfer
amount from the National Fund in favor of budget revenues from 2.7 trillion tenge to 4.77 trillion tenge.
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Figure 1. Real GDP dynamics of Kazakhstan

Note — Compiled by the author on the basis of research by KMPG

The company also made the main conclusions in the current situation based on a survey of 50 leaders of
the business community in Kazakhstan:

— the current situation with coronavirus is likely to cause one of the deepest crises in Kazakhstan since
the collapse of the USSR because COVID-19 caused a global economic crisis, the scale of which is still dif-
ficult to fully assess;

— participants in such segments and sectors of the economy of Kazakhstan as SMEs, non-food retail
trade, aviation, oil and gas, mining, transport, electricity and services are the most vulnerable in the current
market environment;

— measures to reduce administrative expenses were taken by 74% of the Respondent companies. About
half of the respondents are actively working on optimizing purchases (restructuring accounts payable, opti-
mizing the logistics chain, reviewing the order book and moving part of the volume of purchases to a later
date);

— companies in all sectors of the economy (except for the Telecom sector) have put the implementation
of capital-intensive investment projects on pause or are in the process of reviewing more budgetary decisions
for the implementation of these projects;

— most market players are developing and implementing an anti-crisis action plan and plan to review
their development strategy. Almost all companies are aiming for accelerated digitalization of their sales
channels and channels of interaction with customers in the near future.

— representatives of large Kazakh businesses consider the announced measures of state support insuffi-
cient and expect support in terms of tax relief (including VAT refund to export-oriented enterprises and
companies in the aviation sector), reimbursement of expenses, as well as providing preferential lending;

— about 86% of respondents believe that a gradual return to pre-crisis positions will be realized no earli-
er than in 3-4 quarters (or later), which indicates that the consequences of the crisis may be felt in 2021;

— the crisis will cause a significant change in people’s behavioral responses and the need for the state to
rethink approaches to ensuring health security. In addition, the crisis will also significantly change the busi-
ness landscape and adjust the strategic goal setting on the part of both the state and business;

— the devaluation of the tenge caused by falling oil prices and lower demand for base metals has a nega-
tive impact on the effective demand of the population, strengthening the competitive position of enterprises
in export-oriented industries in Kazakhstan.

58% of the companies surveyed are reviewing their strategic development plan for the coming years
due to the situation caused by the coronavirus. Retail trade and food producers are aimed at narrowing the
product line and focusing on products of a lower price segment due to the expected decline in the purchasing
power of the population. Retail is actively developing online stores for ordering products. Airports are re-
viewing their strategies for managing commercial space (favoring large players over small and medium-sized
businesses), and are also considering increasing their focus on cargo transportation. Banks plan to issue loans
with increased attention to the stability of the borrower’s sector. Financial organizations have shifted their
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focus to accelerated creation and development of digital products. Real estate companies that manage shop-
ping and entertainment centers are reviewing their marketing strategies to focus on social distance and secu-
rity.

In addition, the company provided survey results showing that the reduction of the wage fund and re-
structuring of purchases are the most common short-term stabilization tools.

Optimization of the purchasing structure was observed in 48% of respondents. Company focused on the
procurement of key goods and materials, and temporarily postponed the acquisition of secondary products.
About 67% of non-food retail companies restructure their accounts payable by agreeing to defer payments,
transfer some of their current supply volumes to the future, and reschedule deliveries. The optimization of
the logistics chain was noted by representatives of the large food retail trade — the transition to the search for
several local alternative suppliers and the formation of micro-supply chains. 70% of all companies surveyed
have reduced administrative expenses, including travel, consulting, marketing, training, and labor costs
(about 53% of the respondent companies).

Optimization of labor costs during COVID-19 is typical for companies in the aviation, financial and re-
tail sectors, the study says.

Measures to optimize labor costs mainly included transferring employees to paid and unpaid leave and
optimizing the amount of remuneration in accordance with the reduction of working hours. None of the re-
spondents did not carry out the reduction of staff. These optimization measures mainly affected companies in
the aviation, financial, mining, and retail sectors.

Conclusions

In accordance with IFRS standards, management must assess the company’s ability to continue as a go-
ing concern. The Company cannot continue its operations if the management either intends to liquidate the
company, terminate its activities, or is forced to act in this way due to the lack of real alternatives.

Companies are required to disclose information about material uncertainties related to events or condi-
tions that may cause significant doubts about their ability to continue their operations continuously. In addi-
tion, disclosure is necessary when management concludes that there are no significant uncertainties, but this
conclusion is largely based on professional judgments (a difficult situation “on the verge”).

When assessing the management of the company’s ability to continue its operations continuously, it
needs to take into account the existing economic uncertainty and market volatility caused by the COVID-19,
which are further aggravated by the decline in oil prices.

When assessing the validity of the use of the going concern assumption, management takes into account
all available information about the future (considering at least a period of twelve months after the end of the
reporting period, but not limited to it), assessing the possible consequences of developments and changes in
conditions, and analyzes possible responses to these events and conditions actually available to the company.

Management should re-evaluate the availability of funds, as in the current circumstances it may be dif-
ficult to replenish them, and borrowing costs may increase.

— Capital markets are the most difficult to access for borrowers with lower credit ratings. Resuming or
increasing funding limits from banks and other financial institutions is also more difficult.

— Banks and other financial institutions may impose new conditions, such as significantly higher profit-
ability or additional collateral, especially in relation to companies from the most vulnerable sectors in these
circumstances.

— Banks and other financial institutions themselves may experience difficulties with liquidity, and they
may need the help of the national bank to be able to continue or increase the volume of lending.

— The costs of repayment of borrowers’ debts denominated in foreign currency may increase signifi-
cantly due to the depreciation of their national currency.

— The stipulated existence of covenants (special conditions) in credit agreements allows lenders/banks
to demand early repayment of debt.

If management concludes that the consequences of COVID-19 have led to such a serious deterioration
in the results of operations and financial condition after the reporting date that the assumption of going con-
cern is no longer appropriate, then the financial statements need to be adjusted, i.e. a change in the assump-
tion of going concern is considered a corrective event.

When assessing the company’s ability to continue operating in the foreseeable future, management may
need to do the following:
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— Update forecasts and sensitivity parameters that management deems necessary, considering the identi-
fied risk factors and various scenarios. It is important to consider pessimistic scenarios for the development
of events, for example, taking into account the consequences of quarantine, when necessary.

— Review the expected future compliance with the terms of loan agreements, depending on the types of
scenarios.

— Evaluate plans to mitigate the consequences of negative events or conditions that may cause serious
doubts about the company’s ability to continue its activities in the foreseeable future. In particular, manage-
ment is expected to reconsider the issue of the availability of funding. The company needs to assess whether
its plans are achievable and realistic.
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b. Canaposa , H. KyrTbi6aeBa, A. OmapoBa, E. Opsinéacaposa, 7K. lllyraunosa

Ka3zakcran Pecny0/uKachbIHbIH Cy peCypCTapPbIHBIHIKOJIOTUSIBIK ayAUTI

Anoamna

Maxcamul: Jlarnapbic xaHe OllaH KeHMiHT1 JIOKIayH opTYpJi cajlajiapAarbl OM3HECTIH, CaTy HapbIKTapbIHBIH KYPT
TOMCHJICYiHE, JKeTKI3UIIM Ti30eriHmeri y3inicTepre, a3aMaTTapAblH epKiH KO3FalBIChIHA HICKTEYIepre okenai. MyHaiira
JIETeH CYpaHbIC TOMEHJIE]ll, OHBIH oJIeMJIiK Oarachl KyIIbIpaabl. bapiblk ochl KOIalChI3 MaKpO3KOHOMHKAIBIK (haKTop-
Jap eNiH JaFaaphic IeH TYPIIi cajalapIpl KalblHA KeATIPYIiH y3aK Ke3eHiH KYyTeTiHiH kepcereai. OcbiraH OaiinaHbIc-
161, COVID-19 manmeMusichIHBIH KapaHTHH KezeHiHne Kaszakcran PecnmyOnmmkacsl SKOHOMHUKACHIHBIH aFbIMIAFbl JKaii-
KYIiHe 3epTTey *KYpri3iimi.

Odici: 3epTTey MaKcaTbhlHa KETY YIIiH JKaJIlbl FRUIBIMU SJiCTEep KEHIHEH KOJIJAaHBIIJIbI, aTall alTKaHAa KOHTEHT-
Tangay 9Mici; TaIAay SJIiCi; KaIMbLIay 9.1iCi; rpadUKajbIK TYCIHAIPY 9icl.

Kopuvimuinowi: 3eprrey HOTHKENEpl KbICKa MEP3IM/Ii IEPCIIeKTHBaIa €J1 SKOHOMHUKACHI YIIIiH CHIPTKBI IKOHOMHKA-
Fa KaparaHJa ilIKi 9KOHOMHKara 0ackIM/IBIK Oepy OpbIHABI 0OJybl MYMKIH ekeHiH kepcereni. COHbIMEH KaTap, opTa
Mep3iMJIi JKOHE Y3aK Mep3iM/Ii KOCIapiap TYPFhICIHAH alfaH/Ia, SKOHOMHUKAHBI KaJTbIHA KEITIPY )KOocmapsl OO#bIHIIA
ic-kuMbUI jkacay yuriH KazakcTaHHBIH XalbIKapalblK TOKIprOeneH cabak amybl MaHbI3/bl.

Tyorcoipvimoama: Opra >KOHE IIAFbIH OM3HECKE SKOHOMHKAIIBIK JaFJapbICTaH LIBIFY YIIiH YCBIHBICTAp MEH YCHI-
HBIMZAp a3ipieHai. KapaHTHH Ke3eHiHAe KociOpBIHIApAbIH ONEPAIMSIIBIK KOHE KAp)KBUIBIK KBI3METIH JKaKcapTyFa
JKOHE NMaHJIeMUsIaH NIbIFyFa OaliIaHBICTHI OipKaTap 9JliCHaMalIbIK, TEOPHSUIIBIK XKoHE NMPAKTHKAJIBIK MAcelesiep Kapasibl.

Kinm ce30ep: xopoHaBUpYC, SJKOHOMHKA, OFOJKET, KAIIBIHA KENTIPY, MAaHIEMUs, SKOHOMHKAIBIK 6CY, SKOHOMH-
KansIK cascat, COVID-19.

b. Canaposa, H. KyrTsi6aeBa, A. OmapoBa, E. Opsinf6acaposa, K. lllyraunosa
Biansinue KOpOHABHMPYCHOT0 KpU3Kca HA 3KOHOMHKY Pecnybsmmkn Kazaxcran

Annomauus.
Lens: Kpnzuc u mocnenoBaBIIMK 32 HAM JIOKIAYH IPUBEIH K PE3KOMY COKPAIIEHUIO OJH OM3HEeca B Pa3IMIHBIX
OTpacjiax, pbIHKOB C6I:.ITa, NEPEPBIBAM B HECTIOYKAX IMOCTABOK, OTPAaHUYCHUAM Ha CB06OIIHOG TNIEPEABMIKCHUEC T'paXKIaH.
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Crpoc Ha He(hTh CHU3HIICS, MUPOBBIC IIEHBI HA Hee PyXHYJIU. Bee 3TH HeOmaronpusTHeIe MaKpO3KOHOMUYECKHE (PaKTo-
PBI YKa3bIBAOT HA TO, YTO CTPAHY KICT KPU3UC M JUTMTEIBHBIA MMEPHUOJ BOCCTAHOBICHHUS PAa3IMYHBIX OTpacieil mpo-
MBIIUICHHOCTH. B CBSI3U C 3TUM MPOBEICHO MCCIICA0BAHUE TEKYIIErO COCTOSIHUSA YKOHOMUKH PecryOnmku Kasaxcran B
MIEPUO]T KapaHTHHA B cBs3U ¢ mangemuern COVID-19.

Memoowr: JIns MOCTHKESHUS LEIU UCCIICAOBAaHUS IIMPOKO MCIOIB30BAIKMCH OOIICHAYYHBIC METO/IbI, B YACTHOCTH,
KOHTEHT-aHAJIN3, METOBI 0000IICHUS U rpadUIeCcKOil HHTEPIIPETAIIHH.

Peszyromamei: Pe3ynbTaThl HCCIEAOBAaHUS TMOKA3bIBAIOT, YTO B KPATKOCPOYHOHN MEPCHEKTHBE IS SKOHOMHKH
CTpaHBI MOXKET OBITH OoJiee Ienecoo0pa3HBIM OTIaBaTh MPUOPUTET BHYTPEHHEH SKOHOMHUKE, HeXXenn BHeITHeH. Kpome
TOTO, C TOYKHU 3PCHUS CPEeTHE- U JOITOCPOUYHBIX IUIAHOB, Ba)KHO, 4TOOR Ka3axcTaH M3BIEK YPOKH U3 MEXITYHAPOTHOTO
OTIBITA, ITISl TOTO YTOOBI MPEANPHUHATH ACHCTBUS T10 IJIAHY BOCCTAHOBIICHHS YKOHOMHUKH.

Bvi16o0wi: PazpaboTaHbl peayiosKeHASI 1 PEKOMEHIAINH IS BEIXOa U3 SKOHOMHYECKOTO KPU3UCA TPEATIPUATHAM
cpemHero u Majioro Om3Heca. PaccMOTpeH psii METONOJOTHYECKHX, TEOPETHIECKHX M MPAaKTHUYECKUX BOIIPOCOB, CBS-
3aHHBIX C YIYYIICHHEM OIECPAllMOHHON M (PMHAHCOBOH AEATENBHOCTH MPENNPUATHI B IEPHOI KapaHTHHA U BBIXOJa U3
TIAHICMUH.

Knroueswte cnoea: KopoHaBUPYC, SKOHOMHUKA, OFO/KET, BOCCTAHOBJICHUE, MTAHICMUSI, SKOHOMHUUCCKUI POCT, KO-
Homuueckas nmonutuka, COVID-19.
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