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POLICY RESPONSE OF ASIAN ECONOMIES TO COVID-2019
PANDEMIC: CHINA, THE REPUBLIC OF KOREA, JAPAN

The countries of Northeast Asia were the first countries in the world, which faced the threat of the
COVID-19 pandemic, the epicenter of which was the city of Wuhan in the Chinese province of Hubei.
As of the end of March, the spread of the pandemic has been brought under control. Compared to other
sub-regions in Asia and the Pacific, Northeast Asia was relatively well prepared for COVID-19 in terms
of health systems, access to basic services and connectivity. The national response to COVID-19 was
quick and varied. The governments have adopted numerous policies to contain the spread of the virus,
as well as to address growing socio-economic challenges and mitigate the impact of the COVID-19
pandemic. To respond to the COVID-19 pandemic, the governments of China, the Republic of Korea
and Japan have leveraged an existing memorandum of cooperation and a joint action plan to implement
joint responses to pandemic influenza and new and re-emerging infectious diseases. However, the
COVID-19 pandemic and the necessary containment measures have resulted in a sharp decline in
economic activity, widespread loss of jobs and livelihoods and disruptions in the provision of basic
services. In 2020, the countries in the region experienced a marked economic decline. After a significant
drop in domestic demand and trade disruptions in the first half of 2020, the second half of 2020 was
characterized by a gradual recovery in exports, there are currently signs of a recovery.

The aim of current research was to investigate the practices of the three Asian countries — China, the
Republic of Korea and Japan — in supporting businesses and citizens who found themselves in a difficult life
situation due to the coronavirus, in order to identify optimal examples of economic policy during pandemic.

The most effective measures to support the economy of China during the COVID-19 pandemic were
food supply; control over the increase in the production; online services launched by the government.
The most effective measures to support the economy of the Republic of Korea were: the Bank of
Korea has cut its key rate to a record low benchmark; the Bank of Korea has provided the loans to the
country’s commercial banks; the country’s government has allocated considerable funds to support
South Korean SMEs; Korea Trade and Investment Promotion Agency has actively developed a global
online trading platform; consumption taxes in case of car purchases have been reduced significantly
to support the market; the enterprises with an annual turnover of less than Korean WON 60 million
won have been provided with VAT exemptions. The most effective measures which have been taken
by the government of Japan to were: there have been allocated USD 4.1 billion to support Japanese
SMEs; there has been announced the development of a package of large-scale measures to support the
country’s economy; there have been introduced special conditions for lending to SMEs; the activities
of the companies involved in the fight against the pandemic have been subsidized; there has been
introduced a simplified license renewal procedure for import/export and tariff quota certificates; the
Bank of Japan has doubled up to USD 112 billion the exchange-traded fund (ETF) buyback program; a
payment has been provided for the citizens who cannot work; a consulting service has been organized
to support SMEs; for SMEs which were forced to send part of their employees on vacation or training,
the state would cover the costs of forced leave in the amount of 4/5 during 100 days.
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Kpainu [TiBHiuHO-CXinHOT A3il nepummu y cBiTi 3iTKHYJHCS 13 3arpo3oto nmanaemii COVID-19,
eMILEHTPOM SIKOi CTajo MICTO YXaHb y kuTaichkiidi nposinmii Xyoeil. CraHoM Ha KiHelb OepesHs
MIOLIMPEHHsI MaH/AeMii B3STO MiJ KOHTpoJb. [1opiBHSHO 3 iHIMME cyOperionamMu A3iaTchko-Tuxooke-
ancpKoro periony IliBHiuHO-CXinHa A3is Oyna BimHOCHO moOpe miarorosneHa 70 COVID-19 3 Toukn
30py CHCTEM OXOPOHH 37J0POB’ s, AOCTYIY 10 OCHOBHHX MOCIYT 1 MOXKIIBOCTEH 3B’ s13Ky. HamioHamsHa
peaxitis Ha COVID-19 Oynia mBHIKOIO 1 pi3HOMAHITHOIO. YPSIU 3MIMCHUIN YUCICHH] 3aX0H 1010
CTPUMYBaHHS MOIIUPEHHS BIPyCy, a TAKOX I0JI0 BUPIIICHHS 3POCTAIOUUX COIIAJIbHO-CKOHOMIUHUX
nipoOiieM i mom’sikireHHst BrutmBy nanaemii COVID-19. 1106 Binpearysatu Ha nanaemito COVID-19,
ypsimm Kuraro, Pecrryoniku Kopest 1 SInmonii BUKOpHCTaIM iCHYIOUMH MEMOPAaHAYyM PO CIIBIIPALO i
CHUTEHUH TUTAaH Jill A pearrizaliii CIIBHAX 3aXO0/IiB pearyBaHHs Ha MaHJEMII0 TPUIY 1 HOBi iH(EK-
uifiHi 3axBoproBanHsA. Onnak nmargemis COVID-19 i HeoOXinHI 3aX0AW CTPUMYBAaHHS IPU3BEIH 10
Pi3KOT0 3HIKEHHS €KOHOMIYHOT aKTUBHOCTI, MMOBCIOJHOI BTpaTH POOOYMX MICIb 1 3aCO0IB 70 iCHY-
BaHHs 1 nepe0oiB y HagaHHi OCHOBHUX rociyT. Y 2020 p. B KpaiHaX perioHy CrocTepiraBcsi IOMiTHUR
exoHoMiuHM#H cnaj. [liciis 3Ha4HOTO MaAiHHS BHYTPILIHBOIO NONKTY i epe0oiB y TOPTIiBIII B MepIuii
nosoBuHi 2020 p. apyra nonosuna 2020 p. XapakTepu3yBasiacs IOCTYIIOBUM BiIHOBJIEHHSIM €KCIIOPTY.
MeTor0 1IbOT0 AOCTIKEHHsI OyJI0 BUBUCHHS MPAKTUKH TPHOX a3iaTchKuX kpain — Kurato, PecrryOmikn
Kopes i AAnoHii — 3 miATpUMKH TAMTPAEMCTB 1 TPOMAISH, SIKi OMMHUIINCS B CKIIAHIN KHUTTEBIH CUTYya-
1ii yepe3 KOpoHaBipyc, 3 METOIO BUSBIEHHS ONTUMAJIBHUX 1 MEPCTIEKTUBHUX MPUKIIATIB eKOHOMIYHOT
HOJITUKY B TIEPi0/1 TaHAeMil.

HatiepexTuprimmmu 3acobamu miaTpUMKH exoHOMIKH Kwurato mix gac mangemii COVID-19
Oynu mocTavaHHS MPOAYKTIB XapuyBaHHS; KOHTPOIB 3a 301IBIICHHSIM BUPOOHHUIITBA; OHJIAH-CEPBICH,
cTBOpeHi ypsiioM. HaiOinbin eekTHBHUME 3ax0AaMu Juls NIATPUMKH eKoHOoMiku PecryGuiku Ko-
pest Oynu 3HmxkeHHs: bankom Kopei kirouoBoi cTaBku 10 PEKOPAHO HU3BKOTO PiBHS, HAaJaHHS MO-
3MKM KOMepIIHHUM OaHKaM Kpainu; minrpumka MCII ypsaom kpaiHu; cyTTeBe 3HIKSHHS MOJATKIB
Ha CHOXKMBAHHS Yy pa3i KymiBJi aBTOMOOITIB MATPUMKH PUHKY; 3BinbHeHHS Bif [1/IB minnpuemcrs,
10 MaloTh PigHUE 000poT MeHme 60 MiTH BOH. HaifOinp epeKTHBHIMH 3aX0JaMH, sIKi OyIIH BXKHUTI
ypsaaom Smonii, 6ymu: Buginernas 4,1 mupa gon. CHIA ma miarpuMky smoHchkux MCIT; po3pobka
rakeTa MaciTaOHUX 3aXO0/iB JUIS MIATPUMKH €KOHOMIKH KpaiHu; 3alpoBa/KEHHs CIIelialbHIX YMOB
kpenutyBanus MCII; cyOcuayBaHHs IisUIBHOCTI KOMITaHiH, sSiKi OepyTh y4acTh y 00poThOi 3 maHe-
Mi€10; 3aIPOBa/KEHHSI CIIPOILEHOT POLeypH TIOHOBJICHHS JIIeH3iT Ha cepTudikaTH iMIopTy / eKc-
nmopty i tapudnoi KBoTH; moaBoeHHsT bankom Snonii nmporpamu Bukymy OipxoBux ¢onais (ETF)
o 112 mupa gon. CIIA; 3milicHeHHS BUIUIAT TpOMasHaM, sIKi HE MOXKYTh MPAIIOBATH; CTBOPEHHS
KOHCYJBTaIiitHO1 ciry>x0m st miarpumku MCIT; mokpurts ypsaom Butpat MCII Ha BUMyTIeHY Bif-
MycTKy 200 HaBYaHHS YaCTHHU MPALiBHUKIB y po3mipi 4/5 npotsirom 100 gHiB.

Knrouosi cnosa: nanoemia COVID-19, Kumaii, Pecnyonika Kopes, fAnonin, 6ionogioui 3a-
X00uU NOJIIMUKU.

Problem statement. The COVID-19
pandemic has pushed a huge number of busi-

Analysis of recent research stud-
ies. Altakarli [1], Liu and Saltman [2], Yu

nesses around the world to the brink of sur-
vival. The governments of all the countries
have been searching for optimal business
support measures. There have been recorded
same adverse economic trends worldwide,
such as decrease in economic growth rates,
decrease in production volumes, cut-backs in
the service and tourism sector, stock market
issues, bond income reduction, unemploy-
ment increase and other negative effects.
Thus, it is essential to research policy re-
sponses of the countries to the pandemic in
order to learn their experience.
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et al. [3], Li et al. [4] when researching the
China’s Response to the COVID-19 out-
break have found out that the country has
experienced a high level response to the CO-
VID-19 pandemic by the mean of high level
collective action. According to the authors,
other countries need to learn from China’s
response to COVID-19 and should introduce
prevention and control strategies immediate-
ly as each one is at risk of becoming the new
virus epicenter.

Analysis of the findings on the Repub-
lic of Korea COVID-19 policy response
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has shown that the country has shown high
adaptability and resilience during corona-
virus pandemic [5-9]. According to the au-
thors, the government of South Korea has
demonstrated the ability to keep the disease
under control, which offers new insights
for public administration practitioners and
scholars elsewhere. The country has avoided
a large COVID-19 pandemic compared to
other countries and has maintained the abil-
ity to keep case-based or cluster-based in-
terventions. When early adoption of testing
and contact tracing are vital factors for the
country’s successful outbreak control, rapid
execution of localized sound social distanc-
ing measures in areas with high transmission,
border control, and careful monitoring of
high-risk contacts appeared to have substan-
tially reduced transmission of the virus.

The findings on Japan experience in
fighting with the pandemic show that the
country has managed extraordinary quaran-
tines and recognized the difficulty of control-
ling COVID-19, finally recording a relative-
ly high number of deaths per million in the
Western Pacific region [10]. However, the
government measures were effective in sup-
porting the SMEs [11-13].

In current research, we have considered
the experience of China, the Republic of Korea
and Japan in order to find out the efficiency of
policy response to the pandemic in the Asian
region, as initial center of COVID-19 spread.

The aim of current research is to inves-
tigate the practices of the three Asian coun-
tries — China, the Republic of Korea and
Japan — in supporting businesses and citi-
zens who found themselves in a difficult life
situation due to the coronavirus, in order to
identify optimal and promising examples for
subsequent replication.

The main material of the research.
Below we have considered the experience
of China, the Republic of Korea and Japan
in supporting their economies during CO-
VID-19 pandemic.

COVID-19 pandemic measures in China
The countries of Northeast Asia were
the first countries in the world, which faced
the threat of the COVID-19 pandemic, the

epicenter of which was the city of Wuhan
in the Chinese province of Hubei. As of the
end of March, the spread of the pandemic has
been brought under control.

The authorities’ primary and critical
response was the liquidity injection imple-
mented by the Central Bank. On 3 February
2020, the People’s Bank of China provided
more than USD 170 billion of additional li-
quidity to the markets. This liquidity injec-
tion was China’s largest open market op-
eration during one day since 2004 when the
People’s Bank of China diminished reserve
requirements for the banks, which freed
up RMB 550 billion (USD 78.8 billion) to
support the economy and approved tax cuts
and loan payments. In order to address the
adverse effects of the COVID-19 pandemic,
the government of China has decreased taxes
for the SMEs. The banks were temporarily
obliged not to charge payments on the loans.
It had been decided that the companies work-
ing online would be exempted from the value
added tax. The new online platforms have
ben also supported by the government. From
the social insurance fund, the enterprises
have been compensated for salary payments
during lockdown as well as insurance pay-
ments for unemployment. Stabilization loans
have been issued for the enterprises, coop-
eration of large corporations with the SMEs
has been encouraged. There have been also
introduced the measures to digitize services:
new technologies have been introduced as
well as business practices (contactless de-
livery, automated trade) and new business
models (the transition of services in the field
of education, trade, entertainment, medicine
to online functioning). More than 370 online
courses have been organized for SMEs to
keep the companies aware about the coun-
try’s politics and access to managerial and
technology skills.

The official interest rate set by the Cen-
tral Bank for commercial lenders providing
the loans to farms and agricultural firms,
and other small businesses has been cut by a
quarter percentage point up to 2.5%.

The most effective measures to support
the economy of China during the COVID-19
pandemic were:
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— food supply. The government has con-
trolled both the stores and online grocery deliv-
ery, which prevented a sharp increase in prices;

— control over the increase in the produc-
tion of a number of products, such as medical
masks, essential products (to avoid panic);

— online services launched by the gov-
ernment. The government of China has no-
ticeably expanded the number of online gov-
ernment platforms where the companies can
establish relationships with the suppliers.
If, for example, if in one region there were
not enough components for production, then
through these on-line platforms the compa-
nies could find them.

All the measures mentioned above
have been effectively implemented due to
the readiness of Chinese economy for such
a situation, the availability of already created
prototypes for online platforms, information
about developed technologies, etc. [14—16].

The Republic of Korea to COVID-19
pandemic

In the first weeks of the spread of the pan-
demic, the Republic of Korea has become one
of the main sources of the disease outside of
China. The first case of coronavirus infection
was detected there on 20 January 2020. By 29
February 2020, the incidence in the country
reached a peak, 909 new cases were recorded
per day, after which the daily increase in the
number of cases slowed down. As in all other
countries, coronavirus pandemic has nega-
tively affected the South Korean economy, as
there was a shutdown of the production in the
country, the decrease in the imports from Chi-
na, which led to a decline in the South Korean
manufacturing sector dependent on Chinese
suppliers. The tourism sector has also faced
the crisis, by the end of 2020 the losses in the
sector were about USD 5.2 billion. Air travel-
ling has also suffered from the pandemic con-
siderably as 181 countries of the world have
introduced a ban or restriction on the entry of
South Korean citizens.

The government of the Republic of Ko-
rea has introduced the following measures to
provide economic support to the companies
and the country’s population during the pan-
demic:
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— the Bank of Korea has cut its key rate
to a record low of 0.75%;

— the Bank of Korea has provided the
loans to the country’s commercial banks in
the amount of USD 12 billion in order to
stabilize the South Korean foreign exchange
market and address the liquidity shortage;

— the country’s government has allocat-
ed USD 80 billion to support South Korean
SMESs (maintaining jobs, lending, supporting
the transfer of businesses to online function-
ing, sanitary measures to open SMEs which
had been closed due to lockdown) and large
companies (buying securities of the compa-
nies faced with a credit crisis);

— the government of the country has al-
located USD 8.2 billion for lump-sum pay-
ments to 14 million lower-middle-income
households to mitigate the impact of the pan-
demic.

The households and SMEs affected
by the effects of the coronavirus outbreak
have been exempted from health insurance
and utility bills payments for a period of 3
months.

— Korea Trade and Investment Promo-
tion Agency has actively developed a global
online trading platform for the develop-
ment of South Korean exports overseas. In
response to the outbreak of the COVID-19
pandemic, the organization within the frame-
work of the platform has provided a special
support to the South Korean SMEs in finding
business partners overseas.

— the lessors had been provided with a
50% tax credit if they agreed to reduce the
rent for businesses affected by the COV-
ID-19 pandemic;

— consumption taxes in case of car pur-
chases have been reduced by 70% to support
the market;

— the enterprises with an annual turn-
over of less than Korean WON 60 million
won (about USD 45 thousand) have been
provided with VAT exemptions [17-18].

COVID-19 pandemic measures in
Japan

A collapse in the stock markets, a
drop in trading volumes as well as the tour-
ism sector, the destruction of global supply
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chains, self-isolation of the population, the
postponement of the Olympic Games — 2020
have negatively affected the country’s econ-
omy. At the end of February 2020, 47% of
Japanese firms recorded a decline in profits,
while 42% of the companies faced a decline
of more than 30%.

The following measures have been tak-
en by the government of Japan to response
the effects of COVID-19 pandemic:

—there have been allocated USD 4.1 bil-
lion to support Japanese SMEs, including the
provision of interest-free loans, loan guaran-
tees for SMEs affected by the pandemic, sub-
sidies to move businesses to online regime;

— On 28 March 2020, there has been
announced the development of a package of
large-scale measures to support the country’s
economy during the COVID-19 pandemic,
totaling more than USD 528 billion, which
has included fiscal and monetary anti-crisis
measures, including tax holidays for the
companies, interest-free loans for SMEs pay-
ments to affected households and the com-
panies;

— there have been introduced special
conditions for lending to SMEs: for the first
3 years, the interest rate has been reduced by
0.9% (for those whose sales have fallen by
more than 5%), as well as a special system of
subsidized interest payments for those com-
panies which have used a special lending (in-
dividual entrepreneur — without special con-
ditions, small business — sales drop by more
than 15%, medium business — sales drop by
more than 20%). Postponement has been set
for up to 5 years;

— the activities of the companies in-
volved in the fight against the pandemic have
been subsidized (for example, the production
of medical face masks);

— there has been introduced a simpli-
fied license renewal procedure for import/
export and tariff quota certificates, if their
term was terminated due to the delays or
other disruptions as a result of the corona-
virus pandemic;

— as a stimulus in response to the coro-
navirus pandemic, the Bank of Japan has
doubled up to USD 112 billion the exchange-
traded fund (ETF) buyback program and

announced its intention to adjust the corpo-
rate bond buyback program, increasing the
amount of the bonds by USD 18.5 billion un-
til the end of September. The bank has also
announced the introduction of a new interest-
free corporate lending scheme;

— a payment has been provided for the
citizens who cannot work, as they stay at
home with their children;

— a consulting service has been or-
ganized to support SMEs. Since February
2020, the offices of a publicly funded orga-
nization have provided consulting assistance
to SMEs;

— for SMEs which were forced to
send part of their employees on vacation or
training, the state would cover the costs of
forced leave in the amount of 4/5 during 100
days [19].

Conclusions

Asian region has been hit hard by the
first wave of COVID-19 pandemic when a
sudden halt in economic activity hit popu-
lations and businesses at the same time.
Facing with a COVID-19 pandemic crisis,
the governments of all three Asian coun-
tries considered above — China, the Repub-
lic of Korea and Japan — have immediately
taken a set of measures to increase the
supply and maintain liquidity. SMEs have
been exempted from taxes, the return of in-
terest on loans has been postponed. Such
a policy has greatly helped to suppress the
protests in the most difficult period since
the states have provided centralized medi-
cine, supplies and financial support, which
has greatly increased the level of trust in
the authorities.

Policymakers have responded quick-
ly, dramatically increasing the cost of sup-
porting the medical response, as well as
vulnerable communities and companies.
Central banks have quickly expanded their
liquidity provision. However, it should be
noted that the successful overcoming of the
adverse effects of the COVID-19 pandemic
has been achieved by the considered coun-
tries due to high national level guarantees,
as in these countries the state has taken the
highest risk.
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