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Purpose and Scope of the Development Effectiveness Review

This report presents the findings and recommendations from the first Development Effectiveness
Review (DEfR) of the Central Asia Regional Economic Cooperation (CAREC) Program under the
CAREC 2030 Strategic Framework, endorsed at the 16™ Ministerial Conference in 2017. The
review covers 2017-2020, with 2017 as the baseline year. It reports progress against the CAREC
Program Results Framework (PRF) and provides a consolidated picture of progress towards
achieving the objectives of CAREC 2030, highlights achievements in the Program’s five
operational clusters, and identifies areas for improvement. The DEfR used relevance, process
(coherence and sustainability) and progress (effectiveness) as criteria for review.

Overview of CAREC 2030

CAREC is a partnership of six multilateral institutions, the Asian Development Bank (ADB) as the
host of CAREC Secretariat, and 11 Central Asian countries. It began in 2001 as a long-term
regional cooperation initiative to accelerate economic growth and shared prosperity for the
CAREC region. CAREC 2030’s mission aims to create an open and inclusive regional cooperation
platform that connects people, policies, and projects for shared and sustainable development.
The CAREC program pursues its objectives through technical assistance projects, policy
dialogues, and knowledge products and services in five operational clusters encompassing
existing and new sectors: (i) economic and financial stability; (ii) trade, tourism, and economic
corridor development; (iii) infrastructure and economic connectivity (transport and energy); (iv)
agriculture and water; and (v) human development (health and education). Gender, information
communication technology (ICT), and climate change adaptation are cross cutting themes. The
enlarged scope of the program was expected to open new opportunities for existing and new
development partners to provide support and expertise in areas of respective comparative
advantage. The new framework emphasized deepening of policy dialogue, delivery of quality
knowledge products, and integrating the role of private sector and civil society. A renewed
institutional framework was proposed to implement CAREC 2030.

Key Findings

Relevance: There is strong evidence that CAREC 2030 strategic framework remains relevant. It
aligns with the Sustainable Development Goals and the sustainable development priorities of
member countries. Participation of member countries and development partners in CAREC
planning and implementation of activities demonstrates the value members attach to the program.
Building on lessons learned and the emerging context, CAREC has revised strategies for 2030
and developed rolling action plans in its traditional sectors (trade, transport, and energy) to remain
relevant. CAREC strategies or approaches for new sectors are being developed based on
detailed scoping studies. Each sector strategy was developed in consultation with member
countries, development partners, and technical experts. The strategies reflect national priorities
and are well aligned with CAREC’s overarching objectives. The driving principles of CAREC 2030
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have been adopted in the Program, evident from expansion to new clusters and sectors, adoption
of the project++ approach by enhancing emphasis on policy dialogue and knowledge cooperation,
and increased integration of technology in sector initiatives (e.g., paperless trade, one-window
operation, e-commerce, and virtual portals). The formulation of the CAREC Digital Strategy 2030
was initiated, and the draft digital strategy, which is expected to be submitted to CAREC
Ministerial Conference for endorsement in November 2021. Climate change adaptation is
reflected in the water and agriculture sector and integrated in the energy sector by including green
energy promotion and energy efficiency as a key pillar.

Progress on gender mainstreaming has been relatively slow and some opportunities to integrate
gender equality in CAREC-assisted projects were missed. This situation is expected to change
as the CAREC Gender Strategy 2030, developed and endorsed in 2020, is implemented. The
DEfR also noted room for improvement in integrating the role of private sector and civil society in
promoting regional cooperation and development.

Process: CAREC has developed a strong template for regional cooperation through its project++
approach, comprehensive strategies and action plans, and a multi-stakeholder institutional
structure linked with strategizing, planning, and implementation processes. CAREC’s institutional
structure and processes enabled progress despite the disruptions caused by COVID-19 while
leveraging opportunities that the pandemic opened, including transition to a virtual platform and
greater digitalisation.

The renewed institutional structure proposed in CAREC 2030 has worked well and provided
continuity and coherence. The Ministerial Conference (MC), Senior Officials Meeting (SOM),
National Focal Points (NFP) meetings, sector committees, and sub-working groups have
continued to meet during the pandemic, with few exceptions, and to keep the CAREC agenda
moving. Representation of national governments and development partners on these bodies, their
role as co-chair, and their participation in meetings is enabling ownership of strategies and
initiatives by different stakeholders. However, building ownership of CAREC ‘s agenda requires
further sustained efforts at multiple levels of governments with multiple agencies.

The program has been engaging bilateral and multi-lateral agencies, beyond the six original
development partners, to co-finance projects, provide technical assistance, participate in policy
dialogues, and share knowledge. Feedback during DEfR consultations indicates there is room for
improvement, especially in leveraging expertise of development partners, for example in
integrating the role of private sector in regional economic cooperation.

CAREC Secretariat has been the glue for the overall institutional structure. It has facilitated
development and endorsement of CAREC strategies, engaged consultants for different tasks,
organized MC and SOM, liaised with sector committees and national focal points, coordinated
engagements with more development partners, and provided administrative support. But staffing
of the Secretariat has barely increased despite the broader CAREC 2030 agenda. As CAREC
implements activities in all five clusters, it will be challenging for the Secretariat to provide
adequate administrative and program support with its current strength.
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Progress: The Program has achieved good progress in implementing the CAREC 2030 agenda
during its initial three years. CAREC strengthened its position as a multi-sector regional
cooperation platform. Its enlarged scope is creating more opportunities for CAREC to bring
member countries together, mobilise expertise from a larger group of development partners,
influence policies and extend capacity building support to enhance regional connectivity and
cooperation. A higher number of Technical Assistance (TA) projects were implemented in the past
three years compared to the last three years (2014-16) of the preceding strategy and technical
assistance has been more sharply focused on supporting multi-faceted, region-wide, longer-term,
and strategic objectives of CAREC. Significant progress was also noted at the CAREC Institute,
which developed its internal capacities and plays a greater role in supporting CAREC’s knowledge
services and influencing the regional connectivity and cooperation agenda.

CAREC’s strong performance in implementing the 2030 strategy and progress made in the
sectors suggest that it is on track to achieve most of its 2030 goals. However, significant efforts
in each sector would be required to transform its gains in results achieved into more tangible
outcome and output results in the remaining ten years.

The Program has implemented an impressive array of strategic planning, capacity building, policy
reform, and knowledge creation activities to enhance regional connectivity and cooperation in its
traditional sectors (trade, transport, and energy) with modest results emerging. Simultaneously, it
has built a good foundation to launch activities in new clusters and sectors (economic and financial
stability, tourism, agriculture and water, and health).

The traditional sectors — transport, trade, and energy — have shown modest yet steady
improvements between 2017 and 2020. Analysis of available data on CAREC 2030 outcome and
output indicators for trade and transport shows that the average time, cost, and speed to move
goods on CAREC corridors improved marginally for rail transport but deteriorated for road
transport. There was some progress on integration of member countries into the global economy
and expanding their trade. CAREC countries’ trade in fuel and non-fuel within the region and the
rest of the world increased as a percentage of GDP in 2019 (latest data available) compared to
the baseline. Progress on diversification of exports, a key agenda of CAREC, is yet to be
observed.

It is too early to expect results in the energy sector as the new sector strategy was approved in
2020 but work on several key deliverables has progressed. It includes the first region-wide Energy
Efficiency Awareness Campaign, a preliminary concept for a regional green financing vehicle, a
draft toolkit on tariff-setting principles and tariff reforms and plans for a new virtual CAREC Energy
Reform Atlas, the first 10-year CAREC Energy Outlook, and a web-based CAREC energy
platform as a one-stop gateway for energy programming. Three cross-border electricity
interconnection projects advanced.

For the new clusters and sectors, progress on output indicators is premature to expect, but a good
start has been made in economic and financial stability, tourism, agriculture, water, and health
sectors. Strategies or approaches for tourism, health, and the economic and financial stability
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sectors have been developed and activities have started. Strategic planning for the water and
education sector is expected to be complete in 2022.

DEfR noted that it is early to expect results within three years of implementation of the new
strategic framework. As well, each of the traditional sector strategies (trade, transport, and
energy) were renewed after 2017 and have seen three years or less of implementation. Whereas
much of CAREC's work is on instituting reform, building institutional capacities, and working with
multiple agencies and governments to improve and harmonize rules, regulations, and systems
within the region, which are efforts that require coordination with multiple agencies and countries
having varying capacities and priorities. These efforts take a longer timeframe to yield tangible
results. The pandemic has also slowed down progress in all sectors in 2020. Lastly, gaps in the
CAREC 2030 program results framework, discussed in the conclusion section of this report,
makes it challenging to assess progress.

Recommendations
Based on findings of the review, the following recommendations are proposed:

¢ Review and adjust as necessary sectoral priorities and interventions to ensure the highest
level of relevance considering the impact of the pandemic. Stronger and accelerated
efforts by CAREC on supporting ICT infrastructure development and digitalisation of
services, as well as prioritising regional health security and health systems strengthening,
may help mitigate the negative impact of COVID-19.

¢ Review and revise the CAREC PRF to make it more coherent, realistic, and aligned with
the CAREC 2030 Strategy and objectives, sector strategies and interventions. The PRF
will benefit from enhanced results chain, refined results statement, and improved
identification of indicators. A supporting theory of change could also be developed.

e Develop a CAREC communication strategy and invest in well-targeted communication and
engagement with member countries on CAREC obijectives, program, and achievements
to build greater visibility, understanding and ownership of the program. Simultaneously,
political commitment by member countries can be further enhanced through a summit-
level meeting of CAREC head of states or government as proposed in the CAREC 2030
Strategy.
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1. Overview of CAREC Program
A. Methodology and Scope

This first Development Effectiveness Review covers the period 2017-2020. The overall
objective is to assess progress achieved during this period using 2017 data as the baseline,
highlight achievements, identify challenges and areas for improvements, and propose
recommendations to meet current and emerging challenges and assist in strategic decision
making. Since this is the first progress review of CAREC 2030 strategy and program, the
emphasis has been on learning, continuous improvement, and future direction of the CAREC
program.

The DEfR uses relevance, progress (effectiveness), and process (coherence and
sustainability) as criteria to assess CAREC 2030 implementation as of 2020. It is based on: (i)
literature review, particularly analyses conducted by ADB, World Bank, International Monetary
Fund (IMF) and other agencies on development trends in the CAREC region over the past three
years with a special focus on the impact of COVID-19; (ii) review of CAREC documents and data
including sector progress reports, sector strategies, scoping studies, meeting and workshop
reports, corridor performance measurement and monitoring (CPMM) reports, data on program
results framework, and other relevant documents; (iii) interviews with 19 key informants to obtain
in-depth information on the DEfR questions (11 ADB staff, 4 national focal persons from member
countries, 2 representatives from development partners and 2 officials from the CAREC Institute);
and (iv) structured questionnaires to elicit responses from member countries and sector focal
points on the three criteria. Details of DEfR scope and methodology is presented at Annex IV.

The DEfR encountered three methodological challenges in assessing the progress of
CAREC Program over the last three years. Foremost is the weakness in the current program
results framework (PRF). There are gaps in the results chain and data. Some results statements
need to be redefined to ensure consistency in definition of outcomes and outputs. The PRF also
includes some results on which CAREC has limited control. The DEfR came up with methods to
mitigate the challenges and provided recommendations to address them (discussed and
explained in detail in Annex 1V).

B. Background

The Asian Development Bank (ADB), in collaboration with development partners?, and the
Central Asian countries jointly launched the Central Asia Regional Economic Cooperation
(CAREC) program in 2001 as a long-term regional cooperation initiative with the goal of promoting
sustainable economic development and shared prosperity in the region. The program is guided
by its overarching vision of “Good Neighbors, Good Partners, and Good Prospects”. Since its
launch, the CAREC Program has continued to evolve in response to emerging needs of member
countries and changing global and regional contexts. Its first strategic framework, the CAREC

! European Bank for Reconstruction and Development, Islamic Development Bank, International Monetary Fund,
United Nations Development Program and the World Bank.
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Comprehensive Action Plan, guided the program in 2006-2010. This plan was revised in 2011
following a stocktaking of achievements and lessons. The second strategic framework, CAREC
2020, was approved by the CAREC Ministerial Conference (MC) to guide the program for the next
ten years, 2011-2020 with the twin strategic objectives of trade expansion and improved
competitiveness.

Following the midterm review of CAREC 2020, the third strategic framework, CAREC
2030, was developed and endorsed at the 16" Ministerial Conference in October 2017. The
framework had a broadened scope to ensure CAREC's relevance in the changing development
landscape of member countries in the region and in view of emerging challenges to globalization
due to stalemate in global trade deals and a rise in protectionist sentiments in various parts of the
world. As well, the emergence of other regional players such as the Asian Infrastructure Bank
(AlIB), the Eurasian Economic Union (EEU), Eurasian Fund for Stabilization and Development
and a revamped global development agenda, including the Sustainable Development Goals
(SDGs) and the Paris agreement reached at the 21 Conference of Parties of UN Framework
Convention on Climate Change (COP21) offered fresh opportunities for partnerships,
coordination, and regional cooperation for development.

CAREC 2030: Connecting the Region for Shared and Sustainable Development provides
the long-term strategic framework for the CAREC Program leading to 2030 with plans for a
Development Effectiveness Review (DEfR) of the Program every three years. The DEfR is
intended to provide a consolidated picture of the progress made by the CAREC program to
support the CAREC members’ economic development through regional cooperation.

C. CAREC 2030 Strategic Objectives, Operational Priorities, and Institutional Structure

CAREC 2030 has a mission “a regional platform to connect people, policies, and projects
for shared and sustainable development” and a goal of “Development through cooperation leading
to sustainable economic development and shared prosperity for the CAREC region”. To pursue
this goal, CAREC was expected to deepen its operations in the existing priority areas of transport,
energy, and trade and selectively expand to new areas — economic and financial stability,
agriculture and water, and human development.

While each of the five operational clusters (see box) under the new strategy has its
objective, outcomes, and outputs, these are synergistic in achieving the program’s overarching
goal. Integrating gender, information communication technology and climate change impact
across the spectrum of CAREC operations is a cross-cutting priority. In addition, the new
framework emphasized private-sector participation and investment in the CAREC region. It also
aims to strengthen engagement with civil society to seek its support in promoting people-to-people
contacts, including among border communities.
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As part of its “project++”
approach, CAREC 2030 places a strong
emphasis on complementing priority
investment projects with policy dialogue
and knowledge cooperation.

Operational Clusters of CAREC 2030

Economic and financial stability: Increased regional
macroeconomic stability, improved investment, and
financial integration

Trade, tourism, and economic corridors: Expanded
trade, competitive economic corridors, and tourism

The 2030 strategic framework -
opportunities

includes a renewed institutional
framework (Annex |) to promote member
countries’ active and  sustained
participation in CAREC at both policy and
project levels. The Ministerial

Conference (MC) functions as a high- .
Human development focusing on health and

level strategy setting and poll.cy b0d¥ t_hat education: Increased regional cooperation in education
meets annually. The Senior Officials .4 heaith

Meeting (SOM) serves as a mechanism

to ensure the effective implementation of policy and strategic decisions made by the MC, monitors
progress at cluster and sector levels, and recommends operational improvements. Each cluster
is supported by sector committees to ensure effective and timely implementation of projects and
initiatives within their mandated area. The framework allows for establishing sub-working groups
and expert groups on specific areas.

Infrastructure and economic connectivity: Enhanced
economic connectivity, and increased sustainability and
resilience of regional infrastructure for transport and energy

Agriculture and water: Expanded agricultural trade, and
effective transboundary water resource management

The expanded scope of CAREC 2030 provides more space for development partners to
engage in any of the five operational clusters through parallel or co-financing investment projects,
extending technical assistance, contributing to policy dialogue and co-chairing working groups.
The CAREC Secretariat, based at ADB, is expected to continue providing technical,
administrative, and coordinating support for the implementation of CAREC 2030 strategy and
program. The new strategy calls for an enhanced role of the CAREC Institute in providing
knowledge and analytical products to inform policy dialogues and sector specific discussions at
the MC, SOM, and sector committees.

D. Global and Regional Developments

Since the implementation of the current CAREC strategy from 2017, several global and
regional developments and events have affected the Program. Among these, COVID-19 has had
the most profound impact since early 2020 as lockdowns and travel restrictions disrupted global
supply chains, shrunk demand, interrupted construction and manufacturing activities, brought
tourism to almost a grinding halt, led to closure of businesses and large-scale staff layover or
furlough — with the cumulative impact of slowing down the global economy. The world
merchandise trade volume in 2020 declined by 5.3 percent? accompanied by a 3.2 percent
contraction in world GDP. When measured in nominal US dollar terms, the decline in

2 World Trade Statistical Review 2021; WTO, viewed on September 6, 2021.
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merchandise trade in 2020 was even larger — 8 percent fall in value of exports. Services export
fell even more, dropping by 20 percent, mainly due to travel restrictions.

The CAREC region was no exception as the growth rate in every member country dropped
sharply in 2020 (Table 1) with seven countries experiencing contraction in their economy reflected
by negative growth rates. This decline in 2020 in the CAREC region came after consistent growth
in the pre-pandemic years as GDP of all countries expanded between 2017 and 2019 with six
countries experiencing higher growth rate in 2019 compared to the baseline year. Except for
Afghanistan and Pakistan, the other nine countries experienced either consistent growth or minor
fluctuations in growth rates showing some sign of stability.

Table 1: Gross Domestic Product (% growth)

Country 2017 2018 2019 2020 2021 2022
Afghanistan 2.7 1.2 3.9 -1.9 3.0 4.0
Azerbaijan 0.2 15 25 -4.3 2.2 25
PRC 6.9 6.7 6.0 23 8.1 55
Georgia 4.8 4.8 5.0 -6.2 8.5 6.5
Kazakhstan 4.1 4.1 45 -2.6 34 3.7
Kyrgyz Republic 4.7 3.8 4.6 -8.6 35 5.0
Mongolia 5.3 7.2 5.2 -5.3 4.6 6.0
Pakistan 5.2 55 21 -0.5 3.9 4.0
Tajikistan 7.1 7.3 7.5 45 5.0 55
Turkmenistan 6.5 6.2 6.3 1.6 4.8 4.9
Uzbekistan 4.5 5.4 5.8 1.6 5.0 55
Middle East & Central Asia 14 -2.6 4.0 37
Emerging Markets & Developing Economies 3.7 2.1 6.3 5.2
Low Income Developing Countries 5.3 0.2 3.9 55
Global 2.8 -3.2 6.0 4.9

PRC = People's Republic of China.
Note: Data for 2021 and 2022 are projections

Source for CAREC countries: September 2021 GDP Growth in Asia and the Pacific, Asian
Development Outlook (ADO) Update

Source for 2021 and 2022 Afghanistan GDP Growth in Asia and the Pacific, 2021 ADO

(updated data not available)

Source for group of countries/global: July 2021 IMF World Economic Outlook Update

The global economy started rebounding in 2021 and is projected to grow six percent in
2021 and 4.9 percent in 2022. However, these growth figures must be viewed in the context of a
lower economic base in the preceding year and the shaving effect of expected inflation in 2021-
20223. Projections for low-income developing countries are 3.9 percent and 5.5 percent for 2021
and 2022, respectively. But recovery has been divergent* and growth forecasts are mired in
uncertainty. According to the July 2021 IME World Economic Outlook, access to vaccine against
COVID-19 in a country is a key determinant of return to normalization of activity but recovery is

3 IMF. July 2021. World Economic Outlook Update

4 Countries with high vaccine rollout (include all advanced economies) are returning to normalization of activity while
those with low vaccination rate are facing more challenges in recovery, though uncertainty prevails for group of
countries amid the fear of renewed flareup.
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not assured even in countries where COVID-19 infections are currently very low so long as the
virus circulates elsewhere and continues to mutate. Slow vaccine rollout would allow the virus to
mutate further and delay recovery. Hence, an immediate priority is to deploy vaccines equitably
worldwide. The World Health Organization, in collaboration with multilateral institutions and G7
countries, has been leading efforts on vaccine deployment in developing countries through the
COVAX mechanism, but coverage has been low.

As of July 2021 IMF Update, COVID-19 vaccines have been administered to less than 12
percent of the population in emerging markets and less than two percent in low income countries
compared to 40 percent in advanced economies. Within the CAREC region, two countries —
Mongolia (64 percent) and the PRC (56 percent) — have fully vaccinated more than half of their
population. Two countries have fully vaccinated about one quarter of their population —
Kazakhstan at 27 percent and Azerbaijan at 24 percent. The remaining countries for which data
is available have fully vaccinated less than 10 percent of their population, well below the world
average of 24 percent® and far below the target set by the WHO of vaccinating 40 percent of the
global population by the end of 2021.

Sustained recovery in CAREC countries would require progress in at least four areas.
First, CAREC countries need access to COVID-19 vaccines as well as arrange logistics to
administer doses. Second, countries with financially constrained economies need access to
international liquidity. Third, governments will have to introduce well-directed policies to stimulate
the economy and enable an inclusive and sustainable recovery. Fourth, governments, through
CAREC, will need to ensure harmonization of health and safety standards across the region or at
least within sub-regional travel bubbles. The CAREC Program, through facilitating investment
projects, policy advice, and capacity building support in multiple sectors, is well placed to support
this recovery. But reinvigorating domestic economic activity will also require building resilient
health systems with capability for testing, tracing, and treatment as this would allow social
interaction and consumption levels to rebound®.

Although remittance flows to low and middle income countries remained resilient in 2020
despite the pandemic, showing only a small decline (1.6 percent) below the 2019 total of $548
billion, the drop was much sharper (nearly 10 percent) for Europe and Central Asia region where
almost every country experienced a decline. Remittance flow to the region is estimated to fall
further by 3.2 percent in 2021. For the central Asian countries, which rely on Russian Federation
for remittance inflows, the situation is less likely to improve in the near future because of the
economic slowdown that Russian Federation has been experiencing. Among CAREC countries,
Pakistan registered the highest growth (17 percent) in remittances in 2020 compared to the
previous year and expects it to stay around that level in 2021.

But a major issue that pre-dates COVID-19 is trade diversification, an important objective
of CAREC. This has been a longstanding issue for Central Asian economies where a large share

5 Source: Johns Hopkins University. https://coronavirus.jhu.edu/vaccines/international (as of August 21, 2021)
6 UNDP. 2020. COVID-19 and Central Asia: Socio-economic impacts and key policy considerations for recovery. This
research covers Kazakhstan, Kyrgyz Republic, Tajikistan, Turkmenistan and Uzbekistan.
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of government revenue and export value is derived from limited sectors — making the economies
vulnerable to shocks due to volatility in commodity prices and international market, as also
witnessed during the pandemic. The Central Asian economies have a very low ‘economic
complexity’ of exports, which has deteriorated between 2000 and 2017, despite an increase in
GDP per capita, owing largely to commodity price increases and not to diversification’.

Lack of progress in trade diversification in Central Asia since 2000 had led to prioritization
of economic diversification under the CAREC trade agenda. Deeper structural issues and
strengthened cross-sectoral policy coordination need to be addressed for trade diversification in
addition to trade policy and trade facilitation. CAREC countries can learn from global research on
enablers and drivers of export diversification. A recent IMF research shows four economy-wide
factors — governance, education, infrastructure and trade policy — relate closely to more diverse
and complex exports across countries. CAREC has been working on two of the factors —
infrastructure and trade policy. Economy-wide policies to improve the four areas help to diversify
by creating conditions that make it possible to boost complex or higher value-added exports. For
governments aspiring to diversify exports, the research underscores the need to shorten
connectivity between nations, improve transportation logistics at seaports and border crossing
points, ease trade policy barriers, promote the spread of technology, improve quality of skilled
labor force and invest in communication technology such as broadband that supports digital
economy.

2. Status of CAREC Portfolio
A. Investment Projects

CAREC program does not directly finance projects but records and reports on projects
that are related to its objectives and strategy considering factors such as project-country being a
CAREC member and project bringing cross-border benefits. But the current project classification
system tracks investments only in the traditional sectors — trade, transport, and energy — as it is
based on CAREC 2020 strategy. With the addition of new clusters, sectors and development
partners under CAREC 2030, the project classification system needs to be updated. The DEfR
noted the program is currently updating its project classification system for implementation®.

Based on the current system, the Program has recorded around $40 billion worth of
CAREC related investments made between 2001 and 2020 through 213 investment projects
(Table 2). These projects have been financed through a combination of loans and grants. The
transport sector, with investments of over $30 billion, has the largest share (75 percent) in the
CAREC portfolio followed by energy at $8.9 billion or 22 percent. Unlike transport and energy,
which involve capital-intensive infrastructure projects, trade projects do not typically require large

T UNDP. 2020. COVID-19 and Central Asia: Socio-economic impacts and key policy considerations for recovery.
Page 2.
8 Draft CAREC-related Portfolio and Project Classification Guidance Note.
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financing, which explains its smaller share (3 percent) in the portfolio. Of the 213 investment
projects, 116 have been completed by the end of 2020, with a total value of $14.5 billion®.

Table 2: Growth in CAREC Operations, 2017-2020 (Unit: US$ million)

Cumulative Baseline CAREC 2030

2001- 2014- 2018-
Indicator 2020 2016 2017 2018 2019 2020 2020
Amount of CAREC 40,009 7,335 2,028 2,057 2,084 1183 6,224
investment projects ($)
Number of approved 213 32 7 8 10 6 24
investment projects
Investment by financier:
- ADB 38% 34% 56% 34% 64% 68% 50%
- Other Mls & Co-financiers* 40% 39% 30% 55% 20% 6% 34%
- Government 22% 27% 14% 11% 16% 26% 16%
Investment by sector:
- Trade 3% 5% 0% 0% 1% 37% 8%
- Transport 75% 66% 84% 57% 87% 53% 66%
- Energy 22% 29% 16% 43%  12%  10%  26%
Projects approved by sector:
- Trade 19 3 0 0 1 2 3
- Transport 141 20 6 3 6 3 12
- Energy 53 9 1 5 3 1 9

ADB = Asian Development Bank, CAREC = Central Asia Regional Economic Cooperation, Ml = multilateral institution.
Source: CAREC Website. CAREC Project Portfolio (https://www.carecprogram.org/?page_id=13630)

Since the introduction of the CAREC 2030 strategy, CAREC investments increased for
the initial two years compared to the baseline year (2017) but nose-dived in 2020 as COVID-19
impacted approval of new projects. Economic slowdown and disruptions in services due to the
pandemic pushed member countries and development partners to reconsider priorities. A total
of24 investment projects with a financial outlay of approximately $6.2 billion (Table 2) were
approved between 2018 and 2020. The lower level of investment when compared to the three
years (2014-16) preceding the current strategy is owing mainly to the pandemic impact, but rising
debt to GDP ratio in some CAREC countries might also have prevented approval of new loans

for projects.

9 CAREC Portfolio is periodically updated. DEfR is based on data available as of 30 September 2021.
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As depicted in Figure 1, the sectoral
distribution of the CAREC project portfolio
over 2018-2020 followed past trends, with
bulk of the funds going to transport (66
percent), followed by energy (26 percent) and
trade (8 percent). But the average share of
transport (2018-2020) decreased compared to
the baseline 2017 while the energy sector
increased its share, rising from 16 percent in
2017 to 26 percent over the last three years.

It should be noted that this increase is
not consistent throughout the preceding years
but was driven by approval of five energy
projects in 2018 valued at $1.28 billion. These
projects account for 78 percent of the 2018-
2020 energy portfolio. On the other hand,
analysis of cumulative investments during the
last three years (2014-2016) of the CAREC
2020 strategy when compared to the initial
three years (2018-2020) of the CAREC 2030
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strategy shows that the share of transport projects in the investment portfolio stayed at around
the same level and the energy projects decreased from 29 percent to 26 percent. But the share
of trade projects increased from 5 percent to 8 percent between the two periods which aligns with
the increased emphasis on trade facilitation under CAREC 2030. In the transport sector, the
DEfR noted the shift in emphasis under CAREC 2030, toward maintenance and sustainability of
transport infrastructure (compared to new infrastructure development), is reflected in the projects
approved during 2017-2020, almost all of which are for rehabilitation, repair and maintenance,
and efficiency improvement, or these components are part of new infrastructure development

initiatives.
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CAREC has remained a multi-sourced
financed program since its inception with the
Asian Development Bank (ADB) as the lead
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may have excluded some CAREC related
projects by other development partners.

B. Technical Assistance Projects

Technical assistance (TA) is among the most critical vehicles for the CAREC program to
achieve its goals. It comprises projects for scoping studies, strategy development, project
preparation, knowledge products and services, pilot projects, capacity building, and policy
dialogue. Between 2001 and the end of 2020, CAREC implemented 319 TA projects worth $545.4
million in priority and second-tier sectors!, including the new sectors. Similar to the findings for
the investment project portfolio, the transport sector has the largest number of TA projects,
accounting for more than one-third of the portfolio in terms of number of projects (Table 2) since
2001. Since much of the work in trade policy and trade facilitation is done through technical
assistance, projects in this sector constitute a sizeable portion (21 percent) of the portfolio.

The increased emphasis on capacity building, policy and regulatory changes, and
knowledge products and services under the CAREC 2030 strategy compared to CAREC 2020 is
beginning to reflect in the TA portfolio with the increase in number of TA projects (Table 3) under

10 Development partners are the five multi-lateral institutions (EBRD, IsDB, IMF, UNDP, WB) supporting CAREC in
addition to ADB. The co-financiers include AllB, the Agence Frangaise de Développement (AFD), the Eurasian Fund
for Stabilization and Development, the European Investment Bank (EIB), the Japan International Cooperation Agency
(JICA), UKAID and other agencies.

11 Priority sectors include transport, energy, and trade. The second-tier areas could cover control of communicable
diseases, agriculture, disaster risk management, and climate change adaptation and mitigation, in the context of

addressing social impacts of trade expansion and improved
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CAREC 2030 compared to the last three years of the previous strategy. The number of second-
tier projects more than tripled (to 12) during 2018-2020 since more TA was needed in new sectors.
CAREC is also using technical assistance to develop pipelines for investment projects as many
of these TA lead up to design and approval of investment projects.

Table 3: Technical Assistance under CAREC, 2017-2020

Cumulative Baseline CAREC 2030

Technical Assistance 2001- 2014- 2018-
Projects 2020 2016 2017 2018 2019 2020 2020
Transport 112 18 5 8 4 2 14
Energy 78 7 4 2 4 3 9
Trade 68 6 1 2 2

Multi-sector 2" Tier 61 4 3 3 3 6 12
Total 319 35 13 15 11 8 39

Source: CAREC Website. CAREC Project Portfolio (https://www.carecprogram.org/?page id=13630)

The DEfR noted more recent TAs are multi-faceted, have a region-wide focus and are designed
to support longer-term strategic objectives of CAREC 2030. For example, the TA approved in
2020 on Strengthening Knowledge and Capacities for the Design and Implementation of Free
Trade Agreements (FTA) Involving CAREC Countries will build capacities and develop a
roadmap for a CAREC FTA. The multi-faceted TA (TA 9754) covers all pillars of transport with
more attention to road asset management, aviation, ports and logistics. The TA on assessing
health threats in the region, developing the CAREC water pillar, developing CAREC regional
infrastructure enabling facility, and feasibility study for establishing a multilateral trade and credit
investment guarantee agency to promote foreign direct investment, are designed with long-term
strategic objectives for the region. Moreover, the TA, Supporting Startup Ecosystem in the
CAREC Region to Mitigate Impact of COVID-19 and Support Economic Revival, was approved
in 2020 to prepare CAREC technology vision and support CAREC countries in developing a
regional startup ecosystem through knowledge sharing and capacity development.

3. CAREC Progress and Results
3.1 Economic and Financial Stability

CAREC 2030 introduced Economic and Financial Stability as a new cluster aimed at
increased regional macro-economic stability, improved investment, and financial integration. To
pursue these long-term outcomes, the cluster is established as a knowledge sharing platform that
convenes high-level policy dialogues on selected issues within its three focus areas, supports
technical discussions and seminars, facilitates cross-learning within the region, and acts as a
catalyst of knowledge. The CAREC 2030 Program Results Framework identifies two process-
oriented outputs for this cluster: (i) policy dialogue on economic and financial stability issues
institutionalized; and (i) CAREC Capital Market Forum institutionalized.

A. Summary of progress

The cluster has shown early progress as a knowledge sharing platform by providing
opportunities to discuss selected macro-economic and financial stability topics relevant for the
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region and learn from each other. Between 2017 and 2020, CAREC convened seven High-Level
Fora'? (HLF) in collaboration with the World Bank (WB) and the International Monetary Fund (IMF)
on policy responses to external shocks, debt sustainability in CAREC region, and countercyclical
fiscal measures for recovery. In 2021, two HLF were planned under the theme of addressing
rising inequality caused by the impact of COVID-19 pandemic. In July 2021, High-Level Policy
Dialogue on Covid-19 Pandemic and Financial Inclusion was held to discuss financial inclusion
challenges and opportunities that intensified owing to the circumstances brought by the COVID-
19 pandemic. The next HLF, planned in December 2021, will focus on how to create fiscal space
for social spending to tackle rising inequality post-COVID-19 in the CAREC countries while
ensuring fiscal sustainability. These fora brought ministers, deputy ministers, and senior officials
from central banks, financial regulatory authorities, and finance ministries together with senior
representatives from ADB, IMF and WB.

The first forum of capital market regulators from member countries, convened in
Islamabad in August 2019, brought over 150 delegates from private and public sector institutions
from 11 member countries to discuss regional cooperation for development of their capital
markets, enhancing access to finance, and supporting private sector development. It provided a
unique platform for learning from the ASEAN experience of regional integration of capital markets
as well as country experiences from Pakistan and People’s Republic of China (PRC) on capital
market reforms and connectivity. The forum sparked conversation and learning on various
aspects of capital market integration in CAREC through sessions on derivatives market
development, fin-tech, shared challenges for debt markets, and issues and prospects for capital
market integration in CAREC. The event concluded with consensus on establishing the capital
market regulators forum as a regular event to: i) develop knowledge, build capacities, and
exchange experience for product and process innovation; ii) pilot initiatives for regulatory and
legal harmonization; and iii) ultimately support market integration through cross-listings, standard
setting, and recognition. The next forum, planned originally for 2020, is rescheduled to 2022 or
2023 owing to delays caused by the pandemic.

Work on research, analysis and pilot initiatives under this cluster is progressing, although
with some delays. This includes a working paper® by the CAREC Institute on financial inclusion
and fintech in CAREC and a comprehensive study on CAREC regional capital market
development. The study will include an analysis on benefits of regional cooperation for integrated
capital markets development in CAREC countries, landscape of capital markets development and
regulatory framework in each country, proposed vision and goal with a road map for enhanced
regional cooperation for integrated capital markets development, options for the structure of
capital market regulators forum, next steps and pilot initiatives.

12 panel Discussion on “Export Diversification for Growth and Macroeconomic Stability”; Nov 2018 in Ashgabat,
Turkmenistan; HLF on Macroeconomic Policies for Economic and Financial Stability: Lessons from Fiscal and
Monetary Policy Responses to External Shocks, May 2018; Balancing Infrastructure Investment with Debt
Sustainability in CAREC Countries, organised by ADB, WB, IMF, May 2019; and a series of high-level policy
dialogues on Countercyclical Fiscal Measures for Recovery, October 2020, and HL dialogue on COVID-19 — financial
stability implications and regional cooperation, Dec 2020.

13 Financial Inclusion and Fintech in CAREC: Constraints and Prospects; January 2021, CAREC Institute
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Results: Despite some delays, overall, the cluster is making progress in achieving its
output targets by 2030. It has met its target of convening at least one high-level forum on
economic and financial stability per year since 2017 with participation of senior representatives.
However, a clear pathway towards institutionalization of the forum has yet to be defined. A start
has been made towards the second output on institutionalizing the CAREC Capital Market
Regulators Forum through the inaugural meeting in 2019 and plans for a comprehensive study
with road map for integrated development of capital markets in CAREC countries. The outcome
of the second Forum rescheduled for 2022-23 and the study, expected to be completed in 2022,
will provide further insights on the extent of progress on this output.

Progress at the outcome level, is premature to expect at this stage and heavily dependent
on factors beyond the ambit of CAREC. There are gaps between the outcome and the existing
outputs (HLF and Capital Market Regulators Forum institutionalized). Linkages between outcome
and outputs should be strengthened as the existing outputs can at best marginally contribute to
the outcome of increased regional macroeconomic stability, improved investment, and financial
integration.

B. Process

In line with the principle of making CAREC 2030 more inclusive, there was a strong intent
that IMF takes the lead in implementing the cluster because of its comparative strength and global
role in economic and financial stability sector. Both IMF and WB are collaborating in defining the
scope of the cluster. IMF took the lead in defining the scope of the Economic and Financial
Stability cluster by developing its terms of reference in 2018 and subsequently in guiding CAREC
countries' policy responses in the post-COVID-19 environment. The policy dialogues were
planned and organised through close collaboration of ADB, IMF and WB. The cluster’s focus and
activities were informed by macro-economic analysis of the region and member countries as
reflected in the economic outlook presentations at the annual Ministerial Conference. The topics
selected for HLF were relevant but kept broad enough to engage everybody as opposed to going
deep into specific topics. This is a new cluster for CAREC and the approach of starting the HLFs
with broad topics may be useful in the beginning to engage senior representatives from member
countries which are vastly different in terms of size, structure, and issues of their economy and
financial markets. However, there is a risk that utility of HLF may diminish if it continues to discuss
broad topics without focusing on specific issues of common regional interests and possible
solutions. The DEfR also noted that the cluster is yet to form a sector working group to plan and
implement activities and follow-up on actions agreed.

C. Challenges and recommendations

Sustainability of the fora: Whether member countries would be able to sustain these
fora without ADB’s direct support is an issue that came up in the DEfR consultations. There is
initial thinking that by 2030 the high-level forum can be institutionalised within a think tank in the
region, such as the CAREC Institute, but a clear strategy or approach to make it happen is yet to
be developed. The cluster may benefit by developing a strategy or approach for institutionalising
the forum. This could include formation of a working group for the cluster with specific terms of

CAREC Program | Development Effectiveness Review 2020


https://www.carecprogram.org/uploads/2020-19th-MC-presentation-IMF.pdf
https://www.carecprogram.org/uploads/2020-19th-MC-presentation-IMF.pdf
https://www.carecprogram.org/uploads/CAREC-Economic-Outlook.pdf

reference and developing steps, processes and incentives leading to institutionalization of the
forum. Ownership of the forum is likely to increase when countries see its value in building
understanding on specific issues of common interest for the region, learning from each other, and
finding solutions. Once the countries start working on addressing an issue, ADB’s policy loans
could be used as an incentive.

Gap between outputs and outcomes of the cluster: There is a sizeable gap between
outputs and outcomes defined for this cluster. While the outcome (increased regional macro-
economic stability, financial integration, and improved investment climate) is ambitious in scope
and has a long-term horizon, the outputs (policy dialogue and regulators forum institutionalized)
are relevant but much more modest in scope. The cluster needs to review and refine its results
chain to make it more realistic and coherent.

3.2 Trade, Tourism and Economic Corridors

CAREC 2030 brought trade, tourism — considered as one category of services -- and
economic corridor under one cluster, seeking expanded trade within the region and with the rest
of the world, competitive economic corridors, and tourism opportunities in the region as its
outcome. The objective of this cluster is also supported by trade facilitation, transport service
improvements, and energy connectivity initiatives under the Infrastructure and Economic
Connectivity cluster. Interventions under this cluster remained focused on achieving CAREC
2030’s overarching objective of sustainable economic development by assisting member
countries to integrate with global economy and expand their trade through greater diversification
of products and sectors. Throughout the reporting period, the cluster maintained good momentum
in implementing a range of interventions aimed at enhancing connectivity and market access for
the CAREC region.

A. Trade Sector

Under CAREC 2030, separate but interlinked strategies for trade and transport were
developed to provide greater depth to the two most critical sectors of CAREC. The CAREC
Integrated Trade Agenda (CITA) 2030 and the Rolling Strategic Action Plan (RSAP): 2018-2020
were developed to guide CAREC's trade sector. CITA also included a strengthened institutional
structure comprising the Regional Trade Group (RTG), the Customs Cooperation Committee
(CCC) and the Regional Working Group on Sanitary and Phytosanitary Measures (SPS RWG)
under the overall strategic direction of the Ministerial Conference and oversight from the Senior
Officials Meeting. CITA aims to assist CAREC members to integrate further into the global
economy and improve the living standards of its people through three pillars: (i) trade expansion
from increased market access; (ii) greater diversification of trade (both merchandise and services
trade); and (iii) stronger institutions for trade. The RSAP 2018-2020 included 49 projects and
activities (10 investment projects, 13 investment project scoping studies, 17 knowledge-sharing
products and services and nine policy dialogue and cooperation activities).
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A.l. Summary of Progress

Trade expansion from increased market access: Over the past three years, CAREC
continued to facilitate trade openness despite temporary trade measures adopted by member
countries in 2020 to mitigate the effects of the pandemic. There was progress on WTO accession
as Turkmenistan was granted WTO observer status in July 2020 while Azerbaijan and Uzbekistan
were supported in the accession process. ADB is supporting an impact assessment for
Azerbaijan’s accession, preparation of Turkmenistan’s Memorandum on the Foreign Trade
Regime, and assessment for Uzbekistan's foreign economic policy issues, including its accession
to the Eurasian Economic Union.

As of June 2021, eight CAREC members implemented the World Trade Organization
(WTO) Trade Facilitation Agreement (TFA)** at an average implementation rate of 45.5 percent
for Category A (mandatory) provisions, with the PRC and Georgia reporting the highest
compliance. The average for Category B is at 19.5 percent (for six countries), and Category C is
at 12.7 percent (for five countries)®.

CAREC also supported alignment with the WTO Sanitary and Phytosanitary (SPS)
agreement, which is part of the Common Agenda for the Modernization of SPS Measures for
Trade (CAST) . An assessment and way-forward study on Modernizing Sanitary and
Phytosanitary Measures in CAREC provided a detailed analysis of laws and procedures
governing the oversight and application of SPS measures, laboratory infrastructure, and
management services in member countries. Based on the recommendations of the study, several
initiatives are in implementation. These include a pilot project in Ferghana Valley to enhance
market access and horticulture value chain development by improving diagnostic and pest
surveillance capacities of national plant protection organizations in five member countries.
Uzbekistan became the first Central Asian country to accede to the International Plant Protection
Convention as part of the reforms to improve phytosanitary measures. Another pilot project in
Turkmenistan is working on adoption of a modern and cost-effective food safety management
and inspection system aligned with Codex standards to access export markets. Training to
promote understanding and cooperation on the prevention and control of transboundary animal
diseases was held for five CAREC countries.

Meanwhile, the Regional Improvement of Border Services (RIBS) projects in Kyrgyz
Republic, Mongolia, Tajikistan, and Pakistan has seen these countries upgrading their border
crossing facilities and modernizing customs and trade systems — all intended to bring down trade
costs. Parallel investments have been approved to develop a trade and economic cooperation

14 The WTO Trade Facilitation Agreement (TFA), which came into force in 2017, seeks to expedite the movement,
release, and clearance of goods, including those in transit. It also sets out measures for effective cooperation
between customs and other authorities and enhances technical assistance and capacity building. The TFA was
ratified by all eight CAREC countries that are WTO members: Afghanistan, PRC, Georgia, Kazakhstan, the Kyrgyz
Republic, Mongolia, Pakistan, and Tajikistan.

15 Source: CAREC Trade Sector Progress Report: June 2020 - June 2021

16 CAST is a regional framework for priority actions to upgrade SPS measures and complement customs-related
initiatives under the CAREC program. CAREC ministers endorsed CAST in 2015.
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zone between the PRC and Mongolia that will enable smooth transit between two economic zones
along CAREC Corridor 4. In September 2020, Tajikistan launched its national single window
information system.

Greater diversification of trade: CAREC continued its work on creating an enabling
environment for trade in services, particularly e-commerce and digitization, as part of its
diversification agenda. The COVID-19 pandemic further magnified the need to focus on these
areas. Preparatory work to support diversification was carried out through a series of knowledge
products and services, including the study!® on development of services along with a proposal to
develop priority sectors such as telecommunications, ICT, financial, education, tourism, transport,
guality testing and certification, and agri-related services. The ADB and CAREC Institute also
completed two research studies assessing the laws and policies and infrastructure® for e-
commerce development in CAREC and an assessment of the customs agencies’ readiness and
challenges in handling cross-border e-commerce. A feasibility study is ongoing for establishing a
multilateral trade and credit investment guarantee agency to promote foreign direct investment.

Stronger institutions for trade: CAREC has introduced a robust mechanism to develop
joint agenda for regional strengthening of trade institutions by bringing relevant trade agencies
from member countries to share experiences and agree on regional priorities that can then be
included in the CITA 2030’s three-year RSAP?. The RTG, CCC, SPS RWG, through regional/sub-
regional workshops, meetings, national capacity building programs, and knowledge sharing, are
playing an important role in promoting coordination of sectoral policies and priorities, evidence-
based policy making, capacity building of government agencies involved in the trade sector and
engagement with private sector. As part of a blended-learning approach, the ADB and CAREC
Institute developed knowledge-sharing modules?! on selected aspects of CAREC trade. To
support evidence-based policy making, the CAREC Trade Information Portal is being updated
and the online portal on corridor performance measurement and monitoring (CPMM) that tracks
transport cost and time on the six corridors is being developed to facilitate wider awareness and
use of CPMM by providing access to aggregate CPMM data. The SPS RWG organized a series
of dialogues on strengthening cooperation in SPS measures related to plant health, animal health,
and food safety. As part of supporting private sector engagement in trade, the CAREC Federation
of Carrier and Forwarders Association (CFCFA) is being assisted to become a fully independent
self-governing body by 2021.

Results: Progress in the sector has been mixed - trade in goods, with CAREC and with
the rest of the world (for both fuels and non-fuels), as a proportion of GDP increased between
2017 and 2019 (Annex lll) indicating some progress on the trade sector outcome of greater

17 ADB. 2020. Mongolia: Developing the Economic Cooperation Zone Project.; ADB. 2020. PRC: Inner Mongolia
Sustainable Cross-Border Development Investment Program.

18 Study on Advancing Economic Diversification in CAREC Countries through the Development of Services, 2020

19 CAREC Institute. 2020. Policy Brief: Regulatory Framework for e-Commerce Development in CAREC

20 CITA 2030 RSAP: 2021-2023 is the rolling action plan developed for the next three years.

21 This includes a three-part series on the Regional Improvement of Border Services (RIBS) and national single
window projects and facilitating trade through digital SPS certification. The modules are available in both English and
Russian languages in the CAREC Institute’s E-Learning Platform. https://elearning.carecinstitute.org/
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integration of CAREC countries into global economies. At the output level, the share of services
in GDP remained almost constant during this period while the share of top five exports as a
percentage of total exports increased from 61.7 percent in 2017 to 64.9 percent?? in 2019,
showing a slightly higher degree of concentration — contrary to the objective of diversification. As
stated earlier, limited diversification in the Central Asian economies has been a longstanding
issue. CAREC has been rightly supporting trade diversification through economy-wide or
horizontal policies on improved physical connectivity (through infrastructure for transport and
energy), more open trade policies and trade facilitation as opposed to supporting vertical policies
targeted on specific sectors or industries. But structural issues are not confined to trade.
Improvements in areas such as governance and education, are also needed to enable increase
in higher value-added exports and diversification. Lessons can be learned from examples of
countries (like Chile, Malaysia, Rwanda, and Ukraine) that have successfully diversified their
trade®.

As global GDP and output declined in 2020 owing to pandemic-led disruption in economic
activity, trade in CAREC region also suffered. In 2020, world merchandise trade volume fell by -
5.3 percent and value by nearly 8 percent?*. For CAREC, merchandise trade (both exports and
imports), excluding PRC, declined by -15.3 percent and -8.7 percent respectively in 2020 (Table
1, Annex II).

Services trade shows an even steeper decline (-20 percent globally) in 2020 compared to
merchandise trade, with travel being the most affected sector. Exports and imports of commercial
services also dropped by 35 percent and 28 percent, respectively, in 2020 for CAREC countries
(excluding PRC and Turkmenistan).

The review notes that the decline in both merchandise and services trade in CAREC
countries did not happen only in the pandemic year but started in 2019. After registering
impressive growth in trade in 2018, growth rates for CAREC (excluding PRC) dropped to around
0 percent for both merchandise and services in 2019 (Table 1, Annex II). The drop in CAREC
trade in 2019 follows the global trend as growth in trade volume fell to 0.2 percent in 2019, largely
due to trade tensions between the two largest economies. As the global economy is expected to
rebound with a growth rate projected at 3.7 percent and global output expected to recover by 6.0
percent in 2021, CAREC merchandise trade is also projected to rebound in 2021 for all countries.

There has been progress on the output related to capacity of trade institutions
strengthened as reflected by 100 percent of the respondents of the 2020 survey of training
participants reporting improved knowledge of trade. The DEfR noted the small number of
respondents which can be increased in future to make the survey finding more robust. Additional
indicators, such as the number and type of trade institutions provided with capacity building
support, number and type of capacity building services and products delivered and the number of

22 CAREC Trade Sector Progress Report: June 2020-June 2021
23 |MF blog. How countries can diversify their exports. September 22, 2021.
24 \World Trade Statistical Review 2021, WTO.
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participants benefitting from capacity building events, can be added to gain more insights on
progress under this output.

A.2. Process

CAREC followed a consultative and structured approach for design and implementation
of strategies and action plans for trade sector. The CAREC Integrated Trade Agenda (CITA)
2030 and the Rolling Strategic Action Plan: 2018-2020 — now updated for 2021-2023 - are guided
by past strategies and lessons and considered forward looking trade priorities. CITA was
developed after extensive consultation that started with a regional consultation workshop in
December 2017, followed by a consultation paper with guiding questions circulated for official
comments of member countries and a series of stakeholder consultations attended by trade
related agencies from member countries, development partners, international organisations
including WTO, and the private sector. The RSAP translates CITA into practical and
implementable periodic phases, reviewed annually to maintain its relevance. A strengthened
institutional structure comprising the Regional Trade Group and the Customs Cooperation
Committee under the overall strategic direction of the Ministerial Conference and oversight from
the Senior Officials Meeting enables relevance and appropriateness of sector planning and
implementation.

A.3. Challenges and recommendations

Challenges faced in accelerating progress in the trade sector: This is partly reflected
in declining growth rate of merchandise and services trade of CAREC members since 2018, and
trade diversification yet to be observed. However, this must be viewed in the context of longer
time required for policy reforms to take effect and facilitate positive impact on trade diversification.
As well, there are multitude of factors — many of which are beyond the control of CAREC - that
impact on volume and mix of trade as stated earlier. This also raises the question whether the
outcome, outputs and indicators identified in the CAREC program results framework are well-
defined to gauge progress of CAREC in the trade sector or need revision.

COVID-19 contributed to decline in trade globally and in the CAREC region due to
the pandemic led economic slowdown and travel restrictions. In response to the pandemic,
member countries imposed trade restrictions (export prohibitions, import bans, reduced import
tariffs and VAT exemptions) which might be challenging to lift to ensure consistency with WTO
measures. On the other hand, some trade facilitating actions implemented as temporary
measures (e.g., expedited passage and release of goods for relief and other essential supplies,
