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Background

• CAREC trade policy pillar was founded on WTO membership
• Today 8 CAREC countries are WTO members and the other 3 

are actively negotiating accession.  
• the next step is to reach agreement on measures beyond 

WTO commitments.

• A CAREC trade agreement should build upon previous steps, 
• the 2019 CAREC Integrated Trade Agenda (CITA) set up a 

framework for coordination of more open trade policies.

• A CAREC trade agreement must recognize members’ pre-existing 
agreements
• Kazakhstan and the Kyrgyz Republic are members of the 

Eurasian Economic Union whose common external trade 
policy rules out preferential tariff reductions in a CAREC 
agreement
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Objective and Methodology: A Central 
Asian Dynamic Forecasting Model

•Medium-term macroeconomic 
assessment of alternative FTA scenarios.
• The model for trade policy assessment 

is a prototype designed at the 
University of California, Berkeley. 
•A global Computable General 

Equilibrium (CGE) model including 17 
regions and 10 sectors. 
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Central Asian Regional General equilibrium mOdel (CARGO) 
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FTA Scenarios 
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Scenario 1: Tariff reductions capture only 
a fraction of FTA potential gains

(Real GDP, percent changes from Baseline in 2031) 
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Core Findings

1. Aggregate efficiency gains follow from removing 
trade distortions – Trade liberalization in all FTA 
scenarios reduces price distortions, improving 
efficiency and growth prospects. For most countries, 
however, tariff reductions offer only a fraction of 
these potential gains.

2. Increasing FTA membership generally increases 
aggregate and member country benefits - Enlarging 
the market covered by an agreement confers greater 
benefits on most members.

3. Member benefits depend on intra-FTA trade shares -
A country’s gains depend on its intra-FTA trade as a 
share of GDP as much as on prior protection levels. 
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Core Findings, continued
4. Diversity of initial conditions offers scope for negotiating the 

implementation pathway - Imbalances in estimated aggregate 
adjustments across the CAREC economies, both in percentage and 
absolute terms, suggest opportunities for negotiated approaches to 
mitigate adjustment costs and offer incentives for progress toward 
market enlargement and regional integration. 

5. A CAREC FTA has the potential to promote economic convergence -
The estimates in this study suggest that lower income countries 
experience higher growth dividends from FTA membership. In other 
words, a CAREC FTA can promote economic convergence, with lower 
income countries grower faster and reducing regional inequalities. 

6. Improving individual CAREC country prospects for Foreign Direct 
Investment and Technology Transfer can multiply the benefits of an 
FTA - Although multilateral financial liberalization is too complex a 
topic to be addressed in detail in this study, it is essential to remind 
countries that access to external capital, technology, and export 
market access can dramatically leverage the growth benefits of trade 
opening.
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Scenario 4: FDI, technology transfer, 
and productivity growth

(Real GDP, percent changes from Baseline in 2031) 
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Sectoral FTA responses: Output, all 
CAREC

(USD billions, changes from Baseline in 2031) 

Efficiency gains dominate, 
yielding significant 
aggregate growth,

But with some structural 
adjustment.
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Sectoral FTA responses: Output, 
CAREC ex-PRC

(USD billions, changes from Baseline in 2031) 
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Gains outside PRC are 
more dramatic in 
percentage terms,

But inevitably some 
structural adjustment
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Sectoral FTA responses: Exports 
CAREC ex-PRC
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Very dramatic export gains 
for the Central Asian 
member economies.
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Thank you!

Comments and questions welcome

dwrh@berkeley.edu

mailto:dwrh@berkeley.edu
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