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Central Asia Regional Economic Cooperation (CAREC)
Transport and Trade Facilitation Strategy

l. INTRODUCTION

1. The countries participating in the Central Asia Regional Economic Cooperation (CAREC)
Program’ sit at the heart of the rapidly integrating Eurasian continent. As they pursue their
shared vision of "Good Neighbors, Good Partners, and Good Prospects," the countries are
working together to improve the region's transport infrastructure and reduce the cost of trade
across regions. The CAREC Transport and Trade Facilitation Strategy? will support these efforts
by introducing a coordinated program of action featuring mutual cooperation and key
investments in regional transport infrastructure and trade facilitation.

2. The strategy seeks to improve the region's competitiveness and expand trade among
CAREC economies and with the rest of the world. Key elements of the strategy are the
coordinated improvements of transport infrastructure and logistics, and of trade facilitation,
including harmonized cross-border regulations, procedures, and standards along six priority
transport corridors that have been identified based on a common set of criteria. These
improvements will result in significant and measurable reductions in transport time and cost
requirements for local, cross-border, and transit traffic and trade along the six corridors.

3. This strategy will guide and strengthen the work of the CAREC Program in the transport
and trade facilitation sectors. The strategy builds on the substantial body of work prepared
under the auspices of the CAREC Transport Sector Coordinating Committee and the CAREC
Trade Facilitation Coordinating Committee/Customs Cooperation Committee in recent years.

4, The strategy is presented in seven parts: (i) introduction; (ii) strategic approach; (iii)
transport; (iv) trade facilitation; (v) monitoring results; (vi) implementation; and (vii)
recommendation.

Il STRATEGIC APPROACH

5. The Transport and Trade Facilitation Strategy will support the CAREC Program's goal of
development through cooperation, leading to accelerated economic growth and poverty
reduction by upgrading key transport corridors across the CAREC region and ensuring efficient
movement of goods along the corridors through targeted actions to simplify and harmonize the
regulations that govern cross-border trade in the region.

6. A results-based approach to transport improvements and trade facilitation will be
pursued. Time and cost along the selected corridors will be monitored to provide benchmarks
against which progress in ftransport and ftrade facilitation can be assessed. National
governments can select their own priorities in reducing the costs of transport and trade, but in

CAREC is an alliance of eight countries: Afghanistan, Azerbaijan, People’s Republic of China, Kazakhstan, Kyrgyz
Republic, Mongolia, Tajikistan, and Uzbekistan; and six multilateral institutions: Asian Development Bank,
European Bank for Reconstruction and Development, International Monetary Fund, Islamic Development Bank,
United Nations Development Programme, and World Bank.

In accordance with the Comprehensive Action Plan endorsed at the 5™ Ministerial Conference on CAREC, a
CAREC transport sector strategy and a CAREC trade facilitation sector strategy have been prepared. At the
September 2007 Senior Officials' Meeting in Manila, Philippines, Senior Officials agreed that the two strategies
should be integrated for presentation to and consideration by the 6™ Ministerial Conference.



the medium-term it will be important to set and measure progress against quantitative targets for
the overall reduction in costs along the priority corridors.

. TRANSPORT
A. Policy

7. The CAREC transport sector strategy® underpins the strategic approach described
above by reinforcing the three pillars—infrastructure, management, and technology—that
characterize the challenges and opportunities faced by the sector. The following policy
statement provides an overall framework for the regional transport strategy:

It is the policy of the Governments of CAREC countries to provide safe,
dependable, effective, efficient, and fully integrated transport operations and
infrastructure in order to support social and economic development in the
CAREC region. This will be achieved by improving levels of service; minimizing
costs; and improving infrastructure, management, and technology in a manner
which is both economically and environmentally sustainable. In addition, the
efficiency of the transport systems will be enhanced in a regional context to allow
the CAREC region to exploit its unique geographical position.

B. Goals

8. The transport sector strategy has three overarching goals: (i) to establish competitive
transport corridors across the CAREC region; (ii) to facilitate efficient movement of people and
goods across borders; and (iii) to develop safe, people-friendly transport systems.

C. CAREC Corridors

9. The 10-year timeframe (2008-2018) of the strategy emphasizes a selective transport
corridor approach, concentrating resources both for investment and for operational
management, and focusing on balanced improvement of infrastructure, management, and
technology.

10. The corridors reflect current and potential trade flow patterns. The selection of corridors
is based on the inclusion rule of at least two CAREC countries and the following five criteria: (i)
current traffic volume; (ii) prospects for economic and traffic growth; (iii) ability to increase
connectivity between regional economic and population centers; (iv) prospects of mitigating
delays and other hindrances such as the number of cross-border points, number of gauge
changes; and (v) economic and financial sustainability of infrastructure, management, and
technology improvements.

11.  Six CAREC transport corridors have been identified (see Appendix 1 for corridors map):

% The transport component of the CAREC Transport and Trade Facilitation Strategy is drawn from the draft CAREC
Transport Sector Strategy Study, prepared by CAREC’s Transport Sector Coordinating Committee. The study
presents a detailed policy statement, goals, and action plan based on empirical data, field work, and extensive
consultation with all CAREC participating countries under Asian Development Bank Regional Technical Assistance
6347 REG: Central Asia Regional Economlc Cooperation: Transport Sector Strategy Study. The Study will be
finalized based on guidance from the 6™ Ministerial Conference.



CAREC 1: Europe — East Asia

CAREC 2: Mediterranean — East Asia

CAREC 3: Russian Federation — Middle East and South Asia
CAREC 4: Russian Federation — Xinjiang Uygur Autonomous Region
CAREC 5: East Asia — Middle East and South Asia

CAREC 6: Europe — Middle East and South Asia

D. Actions
12. The following actions will be undertaken to achieve three goals in the transport sector:
1. Establish Competitive Transport Corridors across the CAREC Region

13. The selected CAREC corridors will be physically developed and improved to link
production centers and markets within CAREC countries, and to enhance access to neighboring
regions and markets. The achievement of this objective will generate the following benefits: (i)
reduction of transport costs and time between major CAREC cities and along principal Eurasian
trade directions, and (ii) elimination of the weak or missing road links through construction of
new roads and rehabilitation of existing roads.

14. Technologies will be improved to integrate with modern global value chains. The
achievement of this objective will generate the following benefits: (i) higher intermodal traffic
volume in the CAREC region and in Eurasian transit trades; (ii) development of the logistics
industry; and (iii) optimized modal choice for freight traffic along corridors.

15. Corridor performance will be monitored on a regional basis by the establishment of
integrated committees to promote their use.

16. Sustained results require maintenance of the assets deployed. Corridor investments
must be economically and financially sustainable, without relying on excessive national public
debt. This will require innovative financing mechanisms based on fair and balanced user-pay
principles. To maximize efficiency in usage of the available financial resources, maintenance
services will also be organized on the basis of competition.

2. Facilitate Movements of People and Goods across Borders

17. Border-crossing delays will be reduced by improved infrastructure, equipment,
procedures, and working conditions, encompassing: (i) adequate facilities, well-equipped and
operating efficiently; (i) simplified and standardized cross-border procedures and
documentation; (iii) use of electronic information in control and inspection, and sharing
information; (iv) trained and motivated staff; and (v) elimination of high transaction costs. Actions
in this area will be coordinated with the trade facilitation component of this strategy.

18. Transport regulations will be harmonized among CAREC countries to create a level
playing field for transport operators and promote efficiency and better services. The standard
international transport conventions provide a ready basis to achieve this. The CAREC countries
will endeavor to accede to and appropriately implement the relevant international conventions.



19. The ongoing restructuring of the railway sector will be supported to establish competitive
regionalized services with private sector participation and integrated cross-border operations.

20. The gradual liberalization and modernization of the civil aviation sector will be pursued
with a focus on safety, expansion of traffic agreements, restructuring of national carriers and
commensurate enhancement of air traffic control.

21. The trucking fleet will be modernized to increase participation by CAREC countries in
intra-regional and transit traffic.

3. Develop Safe, People-Friendly Transport Systems

22. The CAREC transport network will be people-friendly, complying with the best standards
of safety and comfort. Border crossings and visa requirements will be simplified. The transport
system will be environmentally friendly with minimal adverse impacts on air, water, and land
resources.

E. Project Identification

23. The draft transport sector strategy study” has tentatively identified about 80 investment
projects and about 45 technical assistance projects to upgrade the CAREC corridors and
achieve the goals of the strategy in 2008-2018. Investment projects include those that
Governments have already decided to implement and included in their investment plans.
Technical assistance projects may take the form of feasibility studies leading to investment or
advisory support covering preliminary planning, technical knowledge transfer, and support for
institutional capacity improvement or restructuring.

Iv. TRADE FACILITATION
A. Definition

24, Trade facilitation, as defined by the World Trade Organization, is “the simplification and
harmonization of international trade procedures, including the activities, practices and
formalities involved in collecting, presenting, communicating, and processing data and other
information required for the movement of goods in international trade.” Trade facilitation relates
to a wide range of activities such as import or export procedures, transport formalities and
payments, insurance, and other financial requirements.

25. Improvements in trade facilitation in CAREC countries will reduce costs that arise from
(i) a lack of integrated border management, which results in complex procedures at the border
(or in preparation for crossing the border) and imposes time and money costs on traders; (ii) a
lack of coordination between the two sides of a border crossing; and (iii) behind the border costs.

B. Goals and Objectives
26. The primary goals of the CAREC trade facilitation program are to (i) realize a significant

reduction in transaction costs and time by means of improving administrative efficiency, and
simplifying, standardizing, and harmonizing trade procedures; (ii) encourage the free movement

* Draft CAREC Transport Sector Strategy Study (see footnote 3).



of goods and business people; and (iii) enhance the transparency of laws, regulations,
procedures, and forms, and share information on these and other trade issues.

27. In pursuing these goals, the trade facilitation program will be guided by seven objectives:
(i) strengthened customs co-operation as the core program of the trade facilitation strategy; (ii)
expanded scope of the work program to address broader issues of trade facilitation; (iii)
focusing of trade facilitation efforts on the CAREC transport corridors; (iv) adoption of a results-
based approach to monitoring time and cost savings as the key indicators of the program; (v)
support for logistics assessments and planning focusing on priority corridors; (vi) support for
bilateral initiatives among CAREC countries with sharing of experience through the CAREC
Trade Facilitation Coordinating Committee/Customs Cooperation Committee (TFCC/CCC); and
(vii) enhanced partnership between CAREC's participating multilateral institutions, and key
international agencies supporting customs reform, trade facilitation, and logistics development in
the region.

28. The strategy is comprised of three elements aimed at reducing trade costs by promoting
(i) concerted customs reform and modernization; (ii) an integrated trade facilitation approach
through interagency cooperation and public-private partnerships; and (iii) efficient regional
logistics development.

1. Customs Reform and Modernization

29. Customs cooperation will remain the core of the trade facilitation strategy. The medium-
term objective will be to promote concerted customs reforms and modernization, with the
Customs Cooperation Committee serving as a regional forum to address issues of common
interest. Simplification and harmonization of customs procedures are being achieved in the
CAREC region through revision of customs codes in line with the Revised Kyoto Convention,
introduction of risk management practices, joint customs control, and customs automation. The
process of changing the culture of customs administrations from control-orientation to
compliance-facilitation is crucial and has begun. The strategy will support this process.

30. The customs-related work program in the short to medium term will focus on (i)
harmonization of custom procedures and documentation; (ii) customs automation; (iii) data
exchange; (iv) joint customs control; (v) risk management, post-entry audit, and customs
intelligence; (vi) regional transit development; (vii) frameworks for customs cooperation; and
(viii) training.

2. Integrated Trade Facilitation Approach

31. Trade facilitation involves more than border measures. Improved border-crossing
processing and behind-the-border measures can result in large economic benefits. The
impediments to trade fall most heavily on exports other than the main primary product exports
(i.e., oil and gas, cotton, and minerals) and on small and medium-sized enterprises and traders.
Effective trade facilitation involves numerous agencies within a country. It will be important for
representatives of relevant agencies in each country to work in concert to identify the steps
required to improve trade facilitation, to establish the priorities and timelines to implement those
steps, and thereby create a holistic strategy. To support this effort, the TFCC/CCC will assist in
the establishment or strengthening of national trade facilitation committees in CAREC countries.
Participation in the national committees will be tailored to ensure effective functioning within
each country's relevant government and other structures.



3. Regional Logistics Development

32. The trade logistics component of the strategy will facilitate the development of an
efficient regional logistics industry. The work program, which will be closely coordinated with
related efforts of the Transport Sector Coordinating Committee, will include (i) establishment of
a regional forum to harmonize and plan trade logistics development; (ii) support for national-
level trade logistics assessments; and (iii) facilitation and financing of key investments including
public-private partnerships.

C. CAREC Corridors

33. Trade facilitation is conceptually distinct from transport improvements. However, there
are synergies to be gained through focusing the efforts of the trade facilitation strategy on the
corridors identified in the transport component of this strategy. The CAREC region is well-suited
to a corridors approach to trade facilitation because most intra- and inter-regional trade flows
use a limited number of east-west and north-south routes.

V. MONITORING RESULTS

34. The strategy proposes a results-based approach to transport and trade facilitation aimed
at reducing the time needed and costs incurred to carry out international trade. Progress is best
measured by these criteria rather than by intermediate criteria. The concept is to identify key
corridors, monitor time and costs of trading along the CAREC corridors, and agree on targets to
reduce these costs. The policy actions required to achieve the targeted reductions will be taken
by individual countries. Key development partners will provide investment and technical support,
and share international best practice. The Transport Sector Coordinating Committee and the
TFCC/CCC will provide forums for detailed planning, coordination, sharing of experience, and
monitoring of progress.

35. It is desirable to begin with a number of limited pilot monitoring initiatives. While
technical analysis may suggest certain corridors as being particularly suitable for the pilot
phase, the key factor for success will be the willingness of countries along the corridors to
actively participate. Thus, in the pilot phase, the TFCC/CCC will identify countries that wish to
coordinate efforts on corridors or segments of corridors to facilitate trade and focus support on
these initiatives. Once a methodology and implementation details are established, the corridor
approach to monitoring trade facilitation can be applied more widely.

36. The proposed results-based approach allows countries to prioritize actions relevant to
their national circumstances. The measure of success is the extent to which each set of national
actions supports reductions in the time and cost of traversing a corridor. Countries working
bilaterally or in groups will enhance the possibility of significant improvements in time and cost
savings along agreed corridors.

37. An indicative results framework is presented in Appendix 2. Following Ministerial
endorsement of this strategy a results framework will be finalized. The final results framework
will include (i) measurable performance indicators; (ii) a prioritized schedule of required
investments for 2008-2013; and (iii) an indicative schedule of required investments for 2014-
2018. The final results framework will be presented to the 7™ Ministerial Conference.



VL. IMPLEMENTATION

38. Implementation of the CAREC Transport and Trade Facilitation Strategy will require
strong support from all countries and multilateral institutions participating in the CAREC
Program. Firm commitment, strong partnership, and respect for the consensus-based decision
making process that is the foundation of the Program will be essential in establishing the
CAREC transport corridors and ensuring focused support for the goals of the transport and
trade facilitation strategy over the longer term.

39. Upon Ministerial endorsement of this Transport and Trade Facilitation Strategy the
CAREC Transport Sector Coordinating Committee (TSCC) will prioritize the investment and
technical assistance projects required to implement the transport component of the strategy.
Implementation of short-term actions recommended in the strategy will begin. In parallel, the
TSCC will prepare a time-bound and detailed work plan for implementation of the priority
projects for the period 2008-2013 for submission to the 7™ Ministerial Conference on CAREC.
The TSCC will coordinate its work with the TFCC/CCC. The transport sector strategy will
identify needs for the improvement of facilities at the CAREC border points along the CAREC
transport corridors, while the trade facilitation strategy will address the overall trade facilitation
issues and procedural constraints at the CAREC border points.

40. The Senior Officials' Meeting, acting under the direction of the Ministerial Conference,
will oversee and guide implementation of the strategy. Actions in support of strategy
implementation will be the responsibility of the TSCC and the TFCC/CCC, as appropriate.

V. RECOMMENDATION

41. The Senior Officials' Meeting presents this strategy for consideration by the Ministerial
Conference and recommends adoption of the CAREC Transport and Trade Facilitation
Strategy.
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