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The COVID-19 pandemic, and the ensuing economic shock, has prompted governments all around the globe to act swiftly and decisively
to mitigate the health and economic impacts of the crisis. Each country has responded in its own way, and it is useful to look at these
different responses to identify good practices. In this issue, we look broadly at countries in Eastern Europe and Central Asia, and present
three case studies of Georgia, Moldova, and Serbia respectively, including an analysis of the fiscal measures these countries have taken
and an overview of the impacts of the pandemic.

Before selecting countries for further investigation, we screened all countries in Eastern Europe and Central Asia based on three indi-
cators. The first two were total COVID-19 cases per million people and total COVID-19 deaths per million people, both of which can be
used to measure how well a given country has managed to contain the spread of the virus. The third indicator was the Oxford COVID-19
Government Response Stringency Index, which measures how harsh lockdown measures have been over time and can be used as a proxy
for the economic sacrifice made by a given country to contain the virus. The index ranges from 0 (not stringent) to 100 (very stringent).
We have taken the average of this index over the period of March to October for each country. The characteristics of a good response
to the crisis are a low virus spread with minimal economic sacrifice. You can see how each of the selected countries performed in these
three indicators in Table 1 below.

Several groups of countries with similar performance were identified by comparing the indicators of each country to the average of East-
ern Europe and Central Asia: At first sight, some countries, such as Belarus, Uzbekistan, and Tajikistan perfomed best, however, there
are some questions about the accuracy of the data in these particular countries. Nearly every EU Member State coped better than the
average country in Eastern Europe and Central Asia in terms of virus spread, combined with lower than average stringency, except for
Romania and Czech Republic. Russia, Kyrgyz Republic, Kosovo, and Bosnia and Herzegovina did worse than the regional average in all
three dimensions. Armenia, Moldova, and Montenegro were the three countries with the worst performance in terms of the virus spread,
however, there is no data available for government response stringency for Armenia and Montenegro. Azerbaijan, Georgia, and Kazakh-
stan introduced the strictest containment measures and thus recorded better results in terms of COVID-19 deaths per million. Albania,
Serbia, and Ukraine performed closest to the average with regard to the virus spread and the government response.
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Source: worldometers.info

To support their respective economies, each of the selected countries rolled out fiscal stimulus and support packages. The packages for
each country differed in terms of target groups and size. The World Bank, in its report “COVID-19 and Human Capital,” overviewed the
expenditure-side and revenue-side measures deployed by each country. On the expenditure side, support measures included increased
health spending and support for SMEs/firms/sectors, support for vulnerable groups (e.g., low-income households, children/families, new-
ly-unemployed people, informal workers), and employment/job support. Moldova and Serbia have adopted all three types of measures,
however Georgia has not included employment or job support in its package and has instead focused more heavily on supporting new-
ly-unemployed people. In terms of revenue-side measures, only Georgia has introduced tax cuts for households, specifically cutting
income tax for eligible individuals. None of the three countries has cut taxes for SMEs/firms but all of them have adopted tax payment
deferrals/credits or refunds.

While the types of support administered have been quite similar across the three countries, they differed notably in size. Indeed, Serbia
has allocated 13% of its GDP to the stimulus package, while for Georgia the corresponding percentage is 5.3%, and for Moldova it is 2.1%.
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base effect (which implies that higher growth rates are more easily
achievable after a period of poor performance).
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Sources: World Bank: “Human Capital and COVID-19";
State Statistics Offices of Georgia, Moldova and Serbia
Looking at other macroeconomic indicators, the World Bank forecasts that Georgia will experience the highest inflation among the three
selected countries in 2020 (5.3%), and will start to move towards its target of 3% gradually, with expected inflation of 4% in 2021. Moldo-
va’s inflation is forecast at 4.1% for 2020 and 4.4% for 2021, moving towards its target rate of 5%. The projections for inflation in Serbia
are 1.9% for 2020, and 2.9% for 2021, which is close to the National Bank of Serbia’s current target of 3%.

Gross fixed capital investment is projected to fall by 12.3% for both Moldova and Serbia in 2020, and by 12.4% for Georgia. Meanwhile,
Georgia and Moldova have higher current account deficits than Serbia, while Georgia and Serbia have a higher fiscal deficit than Moldova.
For the latter two countries, their level of national debt is close to the 60% threshold. Georgia’s relatively high fiscal deficit and national
debt can be explained to some extent by its relatively large fiscal stimulus packages.

Inflation Investment* Current Account balance* Fiscal Balance* Debt*
Basic Economic Indicators 2020 2021 2020 2021 2020 2021 2020 2021 2020 2021
Georgia 5.3% 4.0% -12.4% 13.8% -10.7% -8.0% -8.5% -5.3% 59.8% 57.3%
Moldova 4.1% 4.4% -12.3% 7.5% -10.0% -9.8% -5.4% -2.4% 33.2% 35.1%
Serbia 1.9% 2.9% -12.3% 10.4% -6.4% -6.5% -7.6% -2.1% 59.6% 58.5%
* - given as a % of GDP Source: World Bank: “Human Capital and COVID-19"

A more in-depth look into the crisis responses of the three selected countries shows that there are numerous inter-related factors other
than the virus spread and response stringency, such as the size of the stimulus packages offered and tourism’s contribution to the econ-
omy, which are not captured in this rather simplistic analysis. The interplay of these inter-related factors makes every country’s experi-
ence unique, and worthy of separate detailed examination. Nevertheless, the analysis here provides some interesting insights about the
responses to the pandemic by countries in Eastern Europe and Central Asia. It is worth pointing out that the analysis presented in this
issue is essentially a snapshot taken at one particular moment. As the situation is changing rapidly, especially with respect to the number
of infections rising again over the past few weeks all over the world, one has to be cautious when extrapolating any insights outlined in
such analysis. Moreover, the data on the spread of the virus are not flawless and depend on other characteristics such as the amount of
testing, which changes both from country to country and over time.

In conclusion, it will be worthwhile to conduct case studies regarding the responses of countries to the pandemic periodically, in order to
broaden our understanding of dealing with the economic crisis brought on by the ongoing pandemic.

Basic Economic Indicators 2016 2017 2018 2019 2020 Ql 2020 QZ
Nominal GDP (min USD) 15 141.7 16 248.5 17 596.6 17 736.6* 3 780.3* 3 572.5*
GDP per Capita (USD) 4 062.1 4 358.5 4 722.0 4 763.5* 1017.1%* 961*
GDP Real Growth (%) 2.9% 4.8% 4.8% 5.1%* 2.2%* -12.3%*
Inflation 2.1% 6.0% 2.6% 4.9% - -

FDI (mIn USD) 1 650.3 1962.6 1265.2 1267.7* 165.4* 237.8*
Unemployment Rate (%) 14.0% 13.9% 12.7% 11.6% 11.9% 12.3%
External Debt (mIn USD) 4516 5177 5434 5741 5 688 6 143
Poverty Rate (relative) 21.0% 22.3% 20.5% 20.1% - =

*preliminary data
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