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“Unimpeded Trade” in Central Asia - A Trade Facilitation 
Challenge 

Joanne Waters1 

Abstract 

One of the key priorities for the One Belt One Road Initiative is “unimpeded trade”. This 
paper looks at what that means for Central Asia, which has emerged as a key transportation 
hub in the OBOR project. As a landlocked region, previously considered remote and 
inaccessible, the new investments and upgrades in rail and road connectivity have the 
potential to turn the region into a crossroads of trade between East and West.  However, that 
potential can only be realised if complementary reforms are put in place to ensure the smooth 
flow of goods across borders.  This paper analyses the trade policy objectives of five 
countries in Central Asia, the problems faced by traders on the ground and the regional and 
multilateral priorities for trade facilitation in the region.  It then asks whether OBOR is likely 
to lead to an improved trade environment. The paper concludes that OBOR alone is 
insufficient to achieve this outcome and that the region will need to look to implementation of 
the WTO’s Trade Facilitation Agreement plus regional initiatives to address the specific 
constraints faced. 

1. Introduction

China’s vision of the completed One Belt One Road (“OBOR”) project encompasses a vast, 
trans-continental network of seamless multi-modal transport corridors, channelling the 
unimpeded flow of goods across huge distances, crossing multiple borders and multiple 
jurisdictions. 

To make that ambitious vision a reality, the Chinese government is financing the construction 
and purchase of roads, railway lines and ports throughout Asia, the Middle East, Africa and 
Europe. In total, the overland “Belt” comprises six transit corridors running from China to 
Europe, the Middle East and South-East Asia2. 

In an echo of the Silk Road of old, the vision sees traders, importers and exporters from all 
over Asia and the Middle East with a free hand to move goods through this new network, 
promising the development of new trade routes, opportunities for new participants to enter 
the international market place and substantial new connections between hitherto remote 
trading regions. 

Yet current data suggests that traders across OBOR countries continue to face significant 
barriers to trade arising not just from gaps in transport infrastructure but from regulatory and 
operational constraints at and behind the border. Those barriers to trade are even more 
pronounced in landlocked countries, such as those in Central Asia, where efficient border 

1 Joannewaters84@hotmail.com 
2 The six routes are: (i) The China-Central Asia-West Asia Economic Corridor; (ii) The China-Mongolia-Russia 
Economic Corridor; (iii) The New Eurasian Land Bridge Economic Corridor; (iv) The China-Indochina 
Peninsula Economic Corridor; (v) The Bangladesh-China-India-Myanmar Economic Corridor; and (vi) The 
China-Pakistan Economic Corridor. See Rob Koepp, ‘“One Belt, One Road”: An Economic Roadmap’ (March 
2016) The Economist Intelligence Unit. 
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management and cooperation with transit country neighbours is essential to achieving and 
maintaining market access and export competitiveness.  The five former Soviet Union 
countries of Kazakhstan, Kyrgyzstan, Uzbekistan, Tajikistan and Turkmenistan (“Five 
FSUC”) play a key strategic role in the OBOR project given their geographical location and 
their relative stability compared to China’s other neighbours.  The region has the potential to 
be a significant bottle-neck in China’s grand plan if an effective regulatory environment, 
including trade facilitation policies, is not built as a complement to the hard infrastructure. 
Perhaps more fundamentally, a failure to implement effective regulatory reform in tandem 
with the construction of hard infrastructure could result in the Five FSUC losing out on the 
full economic benefits that the new infrastructure could yield. 

Whilst the potential adverse impact of border mismanagement on trade costs has been 
recognised for many decades3, the issue has recently come to the fore following the entry into 
force of the World Trade Organisation’s (“WTO”) Trade Facilitation Agreement (“TFA”) on 
22 February 2017.  That event, along with the Chinese government’s first Forum on OBOR 
in May 2017, provides governments and the private sector with the renewed impetus to press 
ahead with the regulatory reforms necessary to improve market access via the reduction or 
elimination of non-tariff barriers and improvements in border management. 

In seeking to increase physical connectivity via the building and financing of roads, railways, 
ports and dry ports, China is creating a network by which Chinese goods can flow to, and 
through, OBOR countries and where the goods and commodities that China needs can flow 
back.  As the initiative is premised on the Chinese state’s policy objectives, rather than 
demand from the private sector, it remains to be seen exactly how much trade will flow along 
these new routes and whether this will lead to trade creation or simply trade diversion. The 
real demand for new trade routes and the balance in the trading relationship of China and the 
OBOR countries is beyond the scope of this paper, as is the analysis of the suitability, 
sustainability and long term viability of the hard infrastructure projects that are being built 
and funded by Chinese interests. However, this paper will address the efficacy of those new 
trading linkages, and the regulatory and institutional background that supports them to 
analyse whether the OBOR initiative has led, or is likely to lead, to better trading conditions 
for importers and exporters in the region. 

This paper will begin with a brief look at the current trading environment and policy 
objectives of the Five FSUC, addressing the impediments to trade from a “macro” 
perspective in sections two and three. Section four discusses trade barriers from the “micro” 
perspective, by describing the current hurdles faced by traders at and behind the border of the 
Five FSUC, by reference to data contained in international surveys and indices on the ease of 
trading across borders. 

Sections five and six discuss trade facilitation measures currently being undertaken to remove 
or reduce these impediments, including those announced by China under the auspices of 
OBOR, and compares these to international best practice as embodied in the WTO TFA but 
also in other international and regional criteria. 

3 International organisations such as UNCTAD have been working in trade facilitation since the 1970s – see 
‘Trade Facilitation Work Undertaken by International Organisations’ (WTO) 
<https://www.wto.org/english/tratop_e/tradfa_e/intergov_e.htm> accessed 16 July 2017. 
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The paper will conclude with recommendations as to what additional measures the Five 
FSUC countries may wish to adopt alongside the trade facilitation measures taken as part of 
OBOR to maximise their newfound trading opportunities and hard infrastructure. 

2. The trade policy objectives of the Five FSUC – from landlocked to land-
linked 

Since gaining independence in 1991, the Five FSUC have sought to integrate more fully in 
the global economy and the rules-based multilateral trading system. Kazakhstan joined the 
WTO in 2015, Kyrgyzstan in 1998 and Tajikistan in 2013. The two remaining countries are 
at different stages on the way to membership, with Uzbekistan currently an observer.  Despite 
this move towards a more liberalised, market-based economic model, the five countries 
remain constrained by limited export diversification and a limited range of export 
destinations4.  All five are commodity based economies, reliant predominantly on exports of 
fuel or raw materials, exposing them to commodity price volatility. All five countries are also 
reliant on food imports. 

The lack of export diversification can, in part, be attributed to geography and distance from 
foreign markets. All Five FSUC are landlocked. The lack of direct access to international sea 
ports has a significant detrimental effect on trade volumes, with the UN estimating that, on 
average, the volume of international trade of a landlocked developing country (“LLDC”) is 
only 60% of the trade volume of a comparable coastal country5. Because of their 
geographical remoteness, transit trade is essential.  That inevitably involves goods crossing 
multiple borders, which in turn adds to the time, costs and risks of moving goods into and out 
of the region. 

As for trade patterns, Russia remains an important import and export partner, with China and 
the EU also playing significant roles. That said, increasing trade with China seems to be re-
shaping these trade patterns with Arvis finding that “the share of China as a trading partner 
(excluding energy) has doubled since 2000 in Kazakhstan, essentially at the expense of 
Europe, and the trade costs with China for both Kazakhstan and the Kyrgyz Republic have 
fallen more than for Russia”6. China and Russia are key transit countries for this group, with 
Kazakhstan also being a key transit route for the remaining four7. 

Intra-regional trade between the Five FSUC remains small8. Given that the Five FSUC are 
located significant distances from developed markets like Europe, intra-regional trade could 

                                                       
4 Witada Anukoonwattaka and Aman Saggu, ‘Trade Performance of Asian Landlocked Developing Economies: 
State of Play and the Way Forward’ UNESCAP (2016) Trade, Investment and Innovation Working Paper Series 
No. 01/ April, 7. 
5 World Bank and UNOHRLLS, ‘Improving Trade and Transport for Landlocked Developing Countries: A Ten 
Year Review’ (November 2014), 2. 
6 Cordula Rastogi and Jean-François Arvis, ‘The Eurasian Connection: Supply-Chain Efficiency along the 
Modern Silk Route through Central Asia’ (Directions in Development, World Bank, Washington DC 2014), 
xviii, 111 32. 
7 World Bank and UNOHRLLS (n5), Annex 1, 64. 
8 See data on the Asia Regional Integration Centre that suggests trade amongst CAREC countries accounts for 
around 3% of their total trade, versus a Central Asian average of approximately 7% - 
<https://aric.adb.org/integrationindicators/result?sort=country&filter=all&r_indicators%5B0%5D=TCINTINR_
DOT&r_indicators%5B1%5D=TCINTSHR_DOT&r_reporters%5B0%5D=68&r_reporters%5B1%5D=74&r_r
eporters%5B2%5D=137&r_reporters%5B3%5D=147&r_reporters%5B4%5D=158&r_reporters%5B5%5D=67
6&r_reporters%5B6%5D=1001&r_partners%5B0%5D=68&r_partners%5B1%5D=74&r_partners%5B2%5D=
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provide a more easily accessible export market for locally produced goods. This is 
particularly so where long distance rail and road exports are likely only to become 
competitive as compared to sea transport for a few time-sensitive, high-value supply chains9.  
Improving connectivity on long distance routes will therefore need to be complemented by 
strengthening intra-regional trade opportunities if export diversification and growth is to be 
realised10. 

On the economic development front, all Five FSUC are classified by the World Bank and 
United Nations as being “landlocked least developed countries”, with Tajikistan classed as 
low income, Uzbekistan and Kyrgyzstan lower-middle income and Kazakhstan and 
Turkmenistan as middle-upper income11. Whilst the detrimental effect on economic growth 
of being landlocked has to some extent been off-set in recent years due to the boom in 
commodity prices, higher trade costs translate to lower GDP growth and in turn, lower 
development. The average GDP per capita of the Five FSUC in 2016 was USD 3,576, 
compared to a regional average in Europe and Central Asia of USD 22,108 and USD 8,123 in 
China12. 

Overcoming the inherent geographical constraints and increasing trade volumes is a key 
priority for all Five FSUC governments via hard infrastructure investment and trade 
facilitation policies.  On the infrastructure side, the Soviet era left a legacy of a relatively 
developed railway and road network13.  However, the network is biased towards the 
movement of goods to and from Eastern and Western Europe hence the need for further 
infrastructure investment such as that being pursued via OBOR to broaden the connections 
with Europe, the Middle East and the rest of Asia. 

On the regulatory side, each of the Five FSUC governments has made commitments to 
increase participation in the multilateral trading system, to take steps to increase 
competitiveness of domestic producers and to move away from being purely raw material 
producers to value added manufacturers. 

For example, the Kazakhstani government has focused on creating export diversification 
since the early 1990s as part of its development strategy for trade-led growth combining 
regionalism with multilateralism14. The “Strategy 2050” sets out the Kazakhstani 
government’s development objectives, including infrastructure investment aimed at 
expanding the possibilities of economic growth and integrating the country into the global 
environment.  The message on infrastructure is clear: “Everything must be oriented towards 

137&r_partners%5B3%5D=147&r_partners%5B4%5D=158&r_partners%5B5%5D=676&r_partners%5B6%5
D=1001&r_years%5B0%5D=2010&r_years%5B1%5D=2011&r_years%5B2%5D=2012&r_years%5B3%5D=
2013&r_years%5B4%5D=2014&r_years%5B5%5D=2015> accessed 23 July 2017. 
9 Rastogi and Arvis (n6), 12. 
10 ibid, 13. 
11 World Bank and UNOHRLLS (n5), annex 1. 
12 ‘World Development Indicators’ (World Bank statistics) <http://data.worldbank.org/?locations=KZ-KG-TJ-
TM-UZ> accessed 9 July 2017. 
13 Rastogi and Arvis (n6), 15. 
14 UNECE, ‘Regulatory and Procedural Barriers to Trade in Kazakhstan, a Needs Assessment’ United Nations 
(2014) ECE/TRADE/407, 13. 
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one key goal: promoting exports to world markets where there will be long term demand for 
our goods and services15”. 

A similar approach is taken by Kyrgyzstan in its sustainable development strategy for 2013-
201716, which looks to “improve[s] competitiveness of domestic products on external markets 
and promote[s] exports of services”. This is to be achieved through the “development of 
transport infrastructure, marketing and information support for domestic export-oriented 
enterprises and implementation of the “one-stop-shop” principle for obtaining necessary 
clearance documents” and the building of logistics centres. Tajikistan's National 
Development Strategy 2030 also promotes export-led growth, to enable the country to “exit 
from [a] communication dead end”, turn into a transit country and expand productive 
employment17. 

The move towards export diversification is particularly important in the context of a slow-
down in the Chinese economy and a move towards consumption-led growth, requiring 
increased imports of consumer goods rather than the raw material exports the Five FSUC 
currently rely on18. This also underlines the importance of the Five FSUC seeking to integrate 
themselves in global value chains (“GVCs”), taking advantage of their proximity to the large 
Chinese consumer market. 

3. Regional objectives – from corridors to Belt, and beyond? 

The extent to which the stated objectives of the Five FSUC can be met depends largely on 
regional cooperation and harmonisation on matters of trade facilitation and logistics 
regulation, described as a “sine qua non” for landlocked countries19.  Being landlocked 
means that a country is highly dependent on the infrastructure, border procedures and 
political stability of its neighbours to facilitate its own imports and exports. Ensuring a 
consistent regional approach to trade facilitation to maximise the trade potential of the 
landlocked countries and their transit partners has been the aim of several international 
organisations and collaborative initiatives in the region. 

The leading initiative of regional connectivity, established prior to OBOR, is the Central Asia 
Regional Economic Cooperation (“CAREC”) Programme, led by the Asian Development 
Bank (“ADB”). The 11 CAREC countries20, working under the motto of “Good Neighbours, 
Good Partners, and Good Prospects”, cooperate on issues relating to infrastructure 
                                                       
15Transcript of Address by the President of the Republic of Kazakhstan, Leader of the Nation, N.Nazarbayev 
‘“Strategy Kazakhstan-2050”: new political course of the established state’ (Kazakhstan 2050, 14 December 
2012) <https://strategy2050.kz/en/multilanguage/> accessed 15 July 2017. 
16 ‘National sustainable development strategy for the Kyrgyz Republic, for the period of 2013-2017’  
<http://donors.kg/en/strategy/172-national-sustainable-development-strategy-2013-2017#.WWmx78aQ1mA> 
accessed 15 July 2017. 
17‘National development strategy of the Republic of Tajikistan for the period to 2030’ (United Nations 
Development Group) 
<https://ims.undg.org/downloadFile/409a75e9857377a5710de8d58cc3f9ebcdc9d850e834201a6ae0f2f7d07b4af
> accessed 15 July 2017. 
18 ‘Progress and next steps for China's Belt and Road Initiative’ (The Economist Intelligence Unit, 18 May 2017) 
< http://country.eiu.com/article.aspx?articleid=1265436510&Country=Kazakhstan&topic=Politics> accessed 23 
July 2017. 
19 The Vienna Programme of Action for Landlocked Developing Countries for the Decade 2014-2024 (draft 
resolution dated 3 November 2014) A/CONF.225/L.1*, para. 54. 
20 Afghanistan, Azerbaijan, China, Georgia, Kazakhstan, Kyrgyzstan, Mongolia, Pakistan, Tajikistan, 
Turkmenistan, and Uzbekistan. 
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connectivity and trade facilitation.  The priority however is the development and 
improvement of six economic corridors crossing the region. 

The corridor approach has been criticised as being inadequate to address the systemic 
problems that exist in these economies, focussing as it does on removing bottle-necks in the 
narrow scope of the corridors only21.  Other criticisms relate to the operation of the corridors, 
with commentators suggesting that the initiatives promoting the corridor approach “provide 
evidence of non-performance in terms of high costs and lengthy periods of time required to 
cross border posts along certain corridors”22. On a more pragmatic level, the development 
and management of different, competitive corridors would seem to require more resources to 
support institutionally as it demands a more fragmented approach for each corridor, rather 
than all trade routes being managed under a single, cohesive transport and trade strategy. 

As Arvis puts it: 

“the corridor initiative is not a substitute for deeper integration within a region 
(although it may be a first step in the right direction) that can effectively address 
harmonization and integration of border control and provide an open and 
harmonized framework for the movement of vehicles, especially trucks…In 
Central Asia especially, the corridor concept so far has not solved fundamental 
issues concerning institutional capacity and private sector competence. Most of 
the binding constraints are not route specific; they are structural issues found to 
various degrees in all countries but are largely national...Finally, the focus of 
interventions in trade and transport facilitation has been on more road corridors, 
leaving out railway freight, which is constrained by some of the same issues such 
as capacity of the control agencies such as customs. However, the cross-border 
integration of railway operations between national companies and the 
improvement of their operational performance have received much less attention 
than road corridors, even though they are critical to the regional supply 
chains23.” 

The corridor based approach has nevertheless been praised for its role in promoting trade 
facilitation and cross-border dialogue.  It has also contributed positively to the development 
of trade facilitation indicators and in the implementation of regular assessments of 
performance of corridors.  The approach has also played an important role in coordinating 
support from international organisations24. 

In contrast to the narrow corridor approach, a new approach has emerged that focuses on 
regional integration and supply chain performance25 and which calls for a broader set of 
policy reforms.  The shift to a more holistic view of trade facilitation is in line with the shift 
in production patterns, and the need to enable LLDCs to participate more fully in GVCs, as 
recognised in the Vienna Programme of Action for LLDCs26. Establishing an enabling 
environment for full participation in GVCs entails implementing reforms that not only 
address pure trade issues, but which also ensure access to affordable and reliable energy, 

                                                       
21 World Bank and UNOHRLLS (n5), 14-15. 
22 ibid. 
23 Rastogi and Arvis (n6), 89. 
24 ibid, 87. 
25 World Bank and UNOHRLLS (n5), 33-34. 
26 Vienna Programme of Action, para. 39. 
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internet, information and communications technology (“ICT”) (needed for implementing 
paperless trade procedures that can act as a catalyst for streamlining border management) and 
liberalisation of services as an “important enabler” of trade in goods27. That said, policies to 
address “pure” trade issues such as delays, poor performing customs and higher transport 
costs are essential as these have been found to be the biggest factors preventing developing 
countries from integrating into GVCs28. 

The emphasis on regional integration also brings with it a broader focus on the “transit 
system”.  This approach makes it clear that for transit trade to operate smoothly, the region 
needs to build a coordinated system of infrastructure, legal frameworks, institutions and 
procedures, including: 

1. Hard and soft infrastructure: 

a. Physical infrastructure, including border checkpoint facilities; and 
b. Ancillary markets for logistics services. 

2. Legal framework: 

a. Formalised political commitment to promote transit trade; 
b. Adherence to multilateral, regional and bilateral agreements, setting out minimum 

standards; 
c. Procedures that govern the movement of goods; and 
d. Transport policies and protocols that govern the movement of vehicles. 

3. Enabling institutions: 

a. Customs and other border agencies; and  
b. A regional secretariat to monitor performance and compliance29.  

Enhanced cooperation between the governments of the Five FSUC and their authorities is 
therefore a condition precedent to the effectiveness of any reforms in the critical area of 
transit trade. 

Outside of CAREC, the United Nations are also active in the region via, inter alia, the United 
Nations Special Programme for the Economies of Central Asia (“SPECA”).  In the “Ganja 
Declaration” issued in November 2016, the representatives of the SPECA countries 
emphasised the importance of regional cooperation and integration, and urged “actions that 
will promote our potential role as a Eurasian transit hub through the coherent development 
of regional infrastructure, trade facilitation, and investment promotion measures”. 

A more recent development is the establishment of the Eurasian Customs Union (“ECU”) 
between Kazakhstan, Russia and Belarus in January 2010. That eliminated custom controls 
between the three members and created a simplified transit area with the three territories 
being treated as a single transit system30.  This is the first attempt at regulatory harmonisation 

                                                       
27 ibid, para. 41. 
28 WTO, ‘Speeding up trade: benefits and challenges of implementing the WTO Trade Facilitation Agreement’ 
(2015) World Trade Report, 75 citing the 4th Global Review for Aid for Trade. 
29 World Bank and UNOHRLLS (n5), 31–32; Rastogi and Arvis (n6), 55-58. 
30 Rastogi and Arvis (n6), 30. 
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in Central Asia, with agreements on the harmonisation and mutual recognition of 
documentary requirements31. However, at least in its early stages, the Union has not led to 
efficiencies with traders reporting that the creation of the ECU has increased uncertainty and 
documentary requirements32 as national regimes continue to be adjusted to the regional rules. 

There are a plethora of other regional initiatives and projects, including UNESCAP’s Asian 
Highway Network and Trans-Asian Railway Network, the EU’s Transport Corridor Europe-
Caucasus-Asia initiative and the Economic Cooperation Organisation’s33 Transit Transport 
Framework Agreement. Against this background, the Ganja Declaration’s call for “coherent” 
development is telling. The risk is that uncoordinated activity by different donors or investors 
with different vested interests, particularly in competing corridor projects, could result in an 
even more fragmented approach and would not contribute to the alleviation of systemic 
issues.  The OBOR project provides an opportunity for the many actors involved in trade 
facilitation initiatives in the region to come together under the OBOR umbrella to better 
coordinate resources and collaborate on projects that truly enhance regional integration and 
harmonisation. 

4. Current impediments to trade – the “micro” view 

The movement of goods across borders is overseen by government authorities for the 
legitimate purposes of revenue collection, safety and security, ensuring compliance with 
health and technical regulations and enforcement of trade policies such as quantative 
restrictions34.  That control takes several forms: the issuing of import and export permits, 
rules requiring the submission of documents proving quality, origin and value of the goods 
and physical inspections. Each of these formalities and interactions with government 
authorities has the potential to increase the costs and time of getting goods across the border 
and, if used for non-legitimate purposes, can become significant non-tariff barriers to trade. 
There is an inherent tension between the interests of traders, who want goods to move as 
freely as possible, at the lowest cost, and the interests of governments in ensuring goods are 
accurately declared and trade rules complied with. 

For the Five FSUC, the evidence indicates that customs control does constitute a significant 
barrier to trade and a significant disincentive to trade in the region.  This is recognised by the 
Central Asian countries themselves who noted in in the Ganja Declaration that: “despite 
recent improvements, non-physical barriers, delays and inefficiencies at border crossings 
and ports, including issues related to customs procedures and documentation requirements, 
uncertainty in logistical services and weak institutions, impose exceptionally high trade and 
transport transaction costs that continue to impose a burden on development”35.  In the 
context of the five landlocked FSUCs, the effect of such border inefficiencies is compounded 
because goods must pass at least one additional border when transiting to their destination or 
point of export. When transit countries also seek to impose customs control on goods that are 
not destined for import, this creates yet further costs and delays. 

                                                       
31 UNECE (n16), 51. 
32 ibid, 52. 
33 The ECO members include all Five FSUC, plus Afghanistan, Azerbaijan, Iran, Pakistan, and Turkey.  
34 Andrew Grainger, ‘Trade and Customs Procedures in International Freight Transport: Requirements, Issues 
and Trends’ in Andrew Beresford and Stephen Pettit (eds.), International Freight Transport: Cases, Structures 
and Prospects (Kogan Page 2017). 
35 UN Special Programme for the Economies of Central Asia, ‘Ganja Declaration: Strengthening 
Implementation of SDGs through Enhanced Cooperation’ (Ganja, Azerbaijan, 23 November 2016), para. 13. 
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Research shows that trade costs for the Asian LLDCs are consistently higher than those for 
the Asian region as a whole36.  This section will look at the types of non-tariff barriers traders 
are facing that contribute to these high costs in order to identify the key trade facilitation 
priorities from their view point. 

4.1. Overall performance 

Overall, the data shows that LLDCs are “characterized by a higher number of documents, a 
higher cost per container and a longer period of time required to export or import compared 
to transit coastal countries”37. A World Bank report finds that on average, it takes almost 12 
hours for a truck to get across a land border in Central Asia, which is significantly longer 
than at comparable crossings in other regions38. 

In relation to the Five FSUC in particular, the latest World Bank Trading Across Borders 
data39 provides anecdotal evidence of the relatively high costs and time of importing and 
exporting into the region.  Of the Five FSUC plus China, China has the highest costs of 
import, a total of USD 947.50 versus Uzbekistan with a low of USD 570.  However, 
Uzbekistan is shown to have the longest time to import at 285 hours or nearly 12 days. On 
exports, the countries do not fare any better. Kazakhstan is shown to have both the highest 
export costs (USD 894) and time (261 hours or nearly 11 days). This is of special concern as 
Kazakhstan acts as a hub for the entire region. 

The latest Logistics Performance Index40 (“LPI”) reflects a similar trend. In the LPI of 2016 
the average score across the Five FSUC for international shipments was 2.32, with the 
Europe and Central Asian Region scoring 3.23.  This is compared to China’s score of 3.66. 
The lowest scores are given for customs performance and tracking and tracing.  The latter is 
particularly problematic given the very low reliability of the supply chain in this region, the 
high incidence of theft and the large distances covered, as it gives shippers and consignees 
very little control over their goods whilst in transit41. 

The overall effect of the countries’ low performance is the erosion of competiveness. The 
World Bank estimates logistics costs for Kazakhstan, Kyrgyzstan and Tajikistan to be 18–
23% of exported value and 16–18% of imported value42.  This is compared to a regional 
average of 8.4% of import value and a global average of 6.1% of the total value of imports43.  

That said, the evidence indicates that each of the Five FSUC are undertaking reforms and 
seeking to implement international best practices, although with differing priorities. For 
example, Unified Automated Information Systems have been introduced in Kyrgyzstan and 
Tajikistan and a risk-based approach to customs control is being pursued in Kazakhstan.  
Unfortunately, as discussed below, those reforms have not yet yielded improvements in 
customs performance. 
                                                       
36 Anukoonwattaka and Saggu (n4), 13. 
37 World Bank and UNOHRLLS (n5) 2014. 
38 Rastogi and Arvis (n6), 66. 
39 ‘Trading Across Borders’ (World Bank Doing Business)  
<http://www.doingbusiness.org/data/exploretopics/trading-across-borders> accessed 2 August 2017. 
40 Jean-François Arvis, Daniel Saslavsky, Lauri Ojala, Ben Shepherd and others, ‘Connecting to Compete 2016: 
Trade Logistics in the Global Economy’ World Bank (2016). 
41 Rastogi and Arvis (n6), 76. 
42 ibid, 73. 
43 ibid. 
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4.2. Time, costs, documentation and inspections 

Several common complaints emerge from the field studies conducted in the region in relation 
to documentary requirements for border crossings: 

1. The prevalence of cumbersome and document-heavy administrative requirements, 
sometimes in excess of those legally required for customs clearance; 

2. The difficulty and time of obtaining mandatory documents such as permits or 
certificates issued by national authorities;  

3. Duplication of control by different agencies; 
4. A lack of transparency regarding regulatory requirements and changes to those 

requirements; and 
5. Discontent with how value declarations are dealt with. 

Additional country specific complaints were also reported. In Kazakhstan, traders report that 
despite a move to implement a risk-based management system for customs clearance, 
automated and ICT-enabled processes and documentation, and post-entry point clearance, 
traders are still subject to time consuming and costly delays in customs clearance. 

For Kyrgyzstan, surveys found that there were no uniform standards across border agencies 
for structuring documentary requirements and data collection, with customs forms not 
aligned, thereby creating data redundancy and slowing processing times44. 

In Tajikistan, traders complained of long delays at border crossing points, mainly due to 
overlapping control exercised by different agencies, plus a lack of adequate facilities for 
conducting inspections45. Around 47% of respondents reported using electronic customs 
declarations.  However, they also reported submitting duplicate paper versions as other state 
agencies, banks and transport operators did not recognise the validity of the electronic 
documents. The traders who did not use electronic declarations cited the lack of modern 
management information systems both in their businesses and in the State agencies, in 
addition to the frequent electricity shortages during winter which limits the capacity for 
wholescale transfer to paperless trading46. 

4.3. Reliability 

World Bank research has shown that Central Asian economies suffer from very low 
reliability of their supply chains47.  A field survey of traders in this region reported 
complaints about unclear and unpredictable changes to customs regulations, unpredictable 
periods of lack of supply of rail wagons and the inability to predict how long customs 
clearance will take with goods coming from China48. 

Unreliability also encompasses security of goods whilst in transit or whilst being stored at a 
warehouse for pick-up, delivery or transhipment.  The evidence from all Five FSUC is that 

                                                       
44UNECE, ‘Regulatory and Procedural Barriers to Trade in Kyrgyzstan, Needs Assessment’ (2015) 
ECE/TRADE/412, 73. 
45UNECE, ‘Regulatory and Procedural Barriers to Trade in Tajikistan, Needs Assessment’ (2014) 
ECE/TRADE/410, 8. 
46 ibid, 27. 
47 Rastogi and Arvis (n6), 63. 
48 ibid, 77-78. 
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theft is a significant issue.  For Kazakhstan, high incidents of theft at railway stations has 
been reported, with some cargo underwriters avoiding providing coverage for goods 
transported by rail.  Road transport is equally unreliable, with traders reporting goods are 
often stolen in transit, particularly in Uzbekistan, with theft mostly occurring during 
inspection49. 

The unpredictability and unreliability of the supply chain means that users must incur 
additional costs of hedging against such unreliability, including maintaining higher 
inventories and making costlier, alternative transport arrangements if one mode fails.  It also 
provides a difficult operating environment where companies are required to budget for long 
replenishment cycles and big inventories50. 

4.4. Regulatory and operational 

As discussed above in section two, many of the Five FSUC have implemented reforms to 
their customs regimes aimed at simplifying customs procedures.  The evidence suggests that 
those reforms have not gone far enough and / or are not being implemented effectively. A 
common theme to the complaints in this area is arbitrary implementation of rules, with 
customs officials allowed to exercise too much discretion in interpretation of those rules, and 
a lack of training of customs officials. 

On the international level, only Kazakhstan is a signatory to the World Customs 
Organisation’s Revised Kyoto Convention on the Simplification and Harmonization of 
Customs procedures. The UNECE’s needs assessment in 2014 indicates that whilst 
Kazakhstan has implemented legal reforms to bring their Customs Code in line with the 
Revised Kyoto Convention, traders still report that laws and procedures are implemented in a 
“selective and arbitrary manner”51.  The results also suggest that even though risk based 
customs procedures are de jure in effect, there is evidence that in some customs points 100% 
of commercial traffic is being subjected to inspection, against the best practice guideline of 
5%52.  A similar finding is made in respect of Kyrgyzstan where 60% of traders surveyed 
reported that 100% of their consignments are subject to physical inspection by customs and 
other border control agencies53. 

A Needs Assessment for Kyrgyzstan found that despite reforms aimed at removing non-tariff 
barriers, the reduction of documentary requirements has not been underpinned by cost 
savings. Traders still report facing additional delays and costs constituting between 15% and 
25% of the value of goods54. 

Another significant factor adversely affecting the implementation of reforms is the 
prevalence of corruption. All Five FSUC score very poorly on Transparency International’s 
Corruption Perception Index, placed firmly at the bottom end of the scale as “highly corrupt” 
with Uzbekistan ranked the lowest at 156 out of 176 countries55. 

                                                       
49 UNECE (n14), 60. 
50 Rastogi and Arvis (n6), 71. 
51 UNECE (n14), 33. 
52 ibid, 45. 
53 UNECE (n44), 69. 
54 ibid, 58. 
55 ‘Corruption Perceptions Index 2016’ (Transparency International) 
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The evidence indicates that traders are routinely subjected to demands for informal payments 
across the region, with these put at a high or very high level and associated with points of 
control and intervention leading to further delays56.  In a field survey of traders in Tajikistan, 
payments to customs and other government agencies was raised as a major concern. The 
World Bank has found that these informal payments can amount to 30 cents per km when the 
cost of transportation itself is in the range of $1.00–1.50 per km57.  Kyrgyzstani traders 
reported similar issues when transporting goods to / through Kazakhstan where informal 
payments are required to obtain approvals and signatures from each of the border control 
agencies, with payments required at the entry point, at checkpoints in the territory and even 
along highways58. 

4.5. Logistics service providers 

Setting up new and improved road and railway routes into and out of the region is just a first 
step in improving the flow of goods. Alongside the regulatory and institutional requirements 
for effective border management and customs control, the efficient movement of goods along 
these new routes requires the input of experienced logistics operators.  These logistics 
operators are needed to assist traders to navigate the complex web of customs requirements 
and to arrange transportation along the entire supply chain through either their own 
international network or through trusted partners. 

Integrated logistics providers and freight forwarding companies are therefore a vital 
component to optimising the gains from trade promised by the new OBOR rail and road 
routes.  However, the Central Asian region has been dubbed “one of the most isolated from 
international logistics knowledge”59. 

There is very little presence of international logistics companies in the region and local 
providers have no international partnerships60, instead essentially acting as agents for the 
national railway services. They do not seem to play the traditional role of consolidating 
shipments and arranging multi-modal or through transport, acting as a “one-stop-shop” for 
shippers and consignees. The “logistics isolation” is underlined by the fact that only 
Kazakhstan and Uzbekistan are members of The International Federation of Freight 
Forwarder Associations (“FIATA”) and no country has a branch of the Chartered Institute for 
Transport and Logistics, which provides essential professional qualifications and training in 
the field of logistics, plus access to modern best practice. 

In addition to a lack of truly global logistics services company, the logistics network itself is 
also limited and fragmented.  For historical reasons, terminal facilities are not consolidated 
but are spread out across small scale operations, each dealing with very low levels of 
throughput and with no benefits from economies of scale61.  The World Bank has 

                                                                                                                                                                         
<https://www.transparency.org/news/feature/corruption_perceptions_index_2016#table> accessed 2 August 
2017. 
56 Rastogi and Arvis (n6), 84. 
57 ibid, 67. 
58 UNECE (n44), 87. 
59 Rastogi and Arvis (n6), 95. 
60 ibid, 101. 
61 ibid, 80. 
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recommended that terminal facilities be consolidated into a few high-volume 200,000 TEU+ 
dry ports to improve connectivity throughout the region62. 

In Kazakhstan and Tajikistan traders report a lack of warehousing facilities, especially for 
perishable goods63.  They also report being reluctant to send goods by container due to the 
lack of clarity on technical and documentation requirements and the high costs64.  There is no 
legal framework for multi-modal transport in Kazakhstan nor Tajikistan, leading to 
overlapping liability regimes and lack of clarity regarding risks and responsibilities65. A 
further historical overhang is the widespread, and mandatory, use of customs brokers and 
bonded warehouses66.  Customs brokers are generally viewed as unreliable and high cost67. 

Whilst trade volumes remain relatively low, there may not be sufficient pressure from the 
private sector to incentivise local governments to take steps to improve the logistics 
environment or regulatory framework or to encourage further competition by encouraging 
foreign international logistics service providers to set up in the region68.  OBOR does 
however seem to be acting as strong magnet for international logistics companies, attracting 
them to the region despite the current low trade volumes and difficult regulatory framework. 
DP World, a major international container terminal operator, announced in June 2017 the 
signing of two MOUs with the Kazakhstani government for the development of a “Port 
Community System”.  This provides for the electronic exchange of information along the 
logistics chain, and the integration of customs processes into an online portal, with the aim of 
establishing a multimodal transport corridor.  DP World was already involved in an advisory 
capacity in both the development of the Khorgos Special Economic Zone and the Port of 
Aktau69.  Also in June 2017, Kerry Logistics announced it had entered into a joint venture to 
expand its freight forwarding activities across the CIS, adding all Five FSUC to its global 
network70. 

It seems that OBOR has provided some momentum to the establishment of truly global 
logistics companies within the region, driven seemingly by private sector supply concerns 
rather than demands from shippers.  The growth in professional, internationally connected 
logistics service providers could be complemented by the establishment of a forum for users 
of these services, such as a shipper’s council, giving the private sector a means of input into 
each government’s policies and giving each government better insight into the effectiveness 
of policies on the ground. 

                                                       
62 ibid. 
63 UNECE (n14), 63 and UNECE (n45), 36. 
64 UNECE (n14), 63. 
65 ibid. 
66 Rastogi and Arvis (n6), 75. 
67 UNECE (n45), 23 and UNECE (n14), 33. 
68 World Bank and UNOHRLLS (n5), 17-18. 
69 ‘DP World and Kazakhstan to Build Port  Community System for Eurasian  Transcontinental Trade Corridor’ 
(DP World, 15 June 2017) <http://web.dpworld.com/wp-content/uploads/2017/06/2017_06_15_MoU-Signing-
Astana-Economic-Forum_PR_ENG-002.pdf> accessed 17 July 2017. 
70 ‘Kerry Logistics expands multimodal freight network in CIS’ (TI Insight, 13 June 2017) <http://www.ti-
insight.com/kerry-logistics-expands-multimodal-freight-network-
cis/?utm_medium=email&utm_campaign=Logistics%20Briefing%2014062017&utm_content=Logistics%20Bri
efing%2014062017+CID_e7b31fd4604992ff1f647c13da799812&utm_source=Campaign%20Monitor&utm_ter
m=Read%20more accessed> accessed 17 July. 
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4.6. Regional incompatibility 

As discussed above, regional integration is a critical component in successfully implementing 
trade facilitation measures for the Five FSUC. The evidence indicates that there remain 
several obstacles on the regional level that highlight the need for further work in this area. 

Firstly, the imposition of new trade restrictions between neighbouring countries with reports 
of arbitrary import bans being implemented. For example, China has recently introduced new 
limitations on imports of thermal coal, by restricting the number of ports permitted to accept 
shipments71.  Whilst these import bans are not strictly within the realm of trade facilitation, 
enhanced coordination and integration between the Five FSUC and their neighbours on trade 
and transit matters could help to reduce such protectionist actions. 

Then there are the trade restrictions that relate to the mode of transport itself, rather than the 
cargo. Reportedly, Tajikistan prohibits daytime truck traffic during the summer when 
temperatures exceed 25 degrees and Kazakhstan reduces the authorized load by 50% in 
winter for certain areas72. The Five FSUC also impose complete restrictions on truck 
movements, with Uzbekistan reportedly prohibiting trucks from Tajikistan and the Kyrgyz 
Republic not allowing Tajik trucks to transit from China73. 

Secondly, there is the physical non-inter-operability between Chinese railways, Central Asian 
and Russian railways and European railways due to the use of different gauges.  This 
physical limitation is being addressed in projects such as the Khorgos dry port but traders still 
complain that improvements are needed in other trans-loading facilities, such as that at 
Dostyk, at the border crossing point between Kazakhstan and China74.  Perhaps more 
important than the physical incompatibility, is the political will between railway companies 
in the FSUC to agree to let their rolling stock run on the railways of the other FSUC75, which 
adds a further source of fragmentation.  Further reports indicate that there is an 
incompatibility between Chinese and Kazakhstani customs and railway information systems 
that can result in delays of between 6-8 days76. 

Thirdly, there is the regulatory non-inter-operability. Long distance overland transport has an 
inherent disadvantage to sea transport in that it requires goods to pass through many different 
countries before arriving at its destination.  Each country has separate lists of compliance 
documents required for the goods and their transport vehicle to pass through.  Where those 
requirements are significantly different from other countries along the route, that creates 
inefficiencies.  The exporter cannot just prepare one set of documents that covers the goods 
from the export country to the import country, but must prepare different documentation, 
often on different standard forms, leading to duplication. 

The lack of harmonisation in regulation for transit trade is a particular problem in the Five 
FSUC. Despite the many bilateral, regional and international agreements signed by the 

                                                       
71 ‘China clamps down on coal imports’ (Lloyd’s List, 29 June 2017) 
<https://lloydslist.maritimeintelligence.informa.com/LL108910/China-clamps-down-on-coal-
imports?vid=Maritime&processId=f84b7357-c94f-44e1-ba4a-d8238372ba62> accessed 2 August 2017. 
72 Rastogi and Arvis (n6), 81. 
73 ibid. 
74 UNECE (n14), 59. 
75 World Bank, Rastogi and Arvis (n6), 78. 
76 UNECE, (n14), 59. 
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parties governing documentary requirements for goods and vehicles, each country still 
appears to operate its own idiosyncratic transit control system. 

Each of the Five FSUC are signatories to the TIR Convention (governing road transit) along 
with various bilateral (although not always reciprocal) agreements with their neighbours 
(including China) relating to freedom of transit and in the case of Tajikistan and Uzbekistan, 
mutual recognition of customs documentation. However, a field survey reveals that these 
bilateral arrangements have not resulted in gains in efficiencies for traders or improved 
regional cooperation, but that transit trade is still hampered by inconsistent regulations, 
complicated and non-standardised / non-harmonised documentary requirements, duplication 
of processing activities and unpredictability77. 

The proliferation of bilateral agreements is criticised by officials in Kyrgyzstan as making for 
a complex regulatory framework that is difficult to manage, with the State’s limited 
institutional capacity78. Users of the agreements such as traders and freight forwarders 
complain that compliance is rendered difficult as there is no harmonisation of requirements 
between the agreements, with each instead differing in scope, provisions, procedures and 
documentary requirements79. 

More generally, freedom of transit seems to be hampered by requirements for foreign carriers 
to pay fees for the transit, to pay customs escort fees (whether or not escorts are actually 
used)80, for lorry drivers to hand in their passports upon arrival at border posts and drivers 
being made to wait for up to 30 days for freight shipments81. 

Both traders and officials in Kyrgyzstan bemoan the lack of a common insurance guarantee 
system governing transit cargo between the Five FSUC. The TIR Convention would provide 
a solution, one that is now even more relevant to the region since China’s accession to the 
Convention in July 2016. However, the evidence suggests that the use of TIR carnets is not 
widespread through the Five FSUC, with its use confined to long distance transport of 
perishable goods from Kyrgyzstan to Europe and the Middle East. Smaller businesses in the 
region complain of the high fixed costs of using the TIR system, which is not economical. 
TIR compliance is reported to be patchy, with truck drivers being subjected to physical 
inspections during transit, despite the loads being properly sealed by customs in the exporting 
country, and with some countries not accepting the TIR Carnet even though they are 
signatories to the Convention82.  Further promotion of its benefits and capacity building to 
support its more widespread use is therefore necessary. 

The UNECE recommend that any common guarantee system for transit cargo across the 
region would need to be part of a larger regional transit agreement, which covers all aspects 
of transit trade.  Such an agreement would provide an opportunity to establish common 
procedures on market access, drivers’ licenses and working hours, standardised cargo 
documentation and technical requirements for trucks83.  To ensure effective implementation 

                                                       
77 UNECE (n44), 87 and UNECE (n45), 28. 
78 UNECE (n44), 87. 
79 ibid. 
80 As reported between Kyrgyzstan and Uzbekistan, see ibid and UNECE n45, 28. 
81 As reported between Kyrgyzstan and China, see ibid. 
82 For example, the Kyrgyzstani authorities do not always accept the TIR carnet. Trucks transporting transit 
trade to/from Tajikistan are opened for checks at borders, which delay shipments. 
83 UNECE (n44), 90. 
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and regional buy-in, the UNECE further recommends that a regional committee be appointed 
to oversee any such regional transit agreement, equipped with an effective monitoring and 
enforcement mechanism. 

5. The Trade Facilitation Agreement – necessary but not sufficient 

On the multilateral level, the WTO’s TFA sets out 12 core disciplines of trade facilitation, 
covering areas such as publication and availability of information84, rules on fees and 
charges85, procedures for the release and clearance of goods86 and freedom of transit87.  
Consistent with the Vienna Programme for LLDCs’ focus on integration into GVCs, the 
WTO has recognised the growing importance of trade facilitation measures in a world of 
“interconnected production networks”.  Where competitive exports require well-priced and 
timely imports, this level of interconnectedness gives countries a greater incentive to work 
together to harmonise procedures and remove bottlenecks88. 

There is a recognition by the WTO that, inevitably as a multilateral document, the TFA does 
not cover every trade facilitation measure and that there is regulatory space for regional 
agreements to complement the TFA’s provisions.  There is also recognition that regional 
trade agreements that include trade facilitation provisions use a broader definition of trade 
facilitation and therefore cover a broader range of measures89. 

Notwithstanding the narrower scope of trade facilitation pursued via the TFA, the forecasted 
benefits of the TFA are staggering: by one estimate, full implementation of the TFA by all 
signatory countries has the potential to reduce average import times by over a day and a half 
(or by 47%) and export time by almost two days (a 91% reduction) between WTO 
Members90. The same research finds that reforms in governance and automation provide the 
biggest time-saving benefits91. 

The WTO promotes the TFA as an example of “positive integration” where countries work 
together to “simplify processes, share information, and cooperate on regulatory and policy 
goals”92.  The TFA provides for cooperation between WTO Members in its use of express 
provisions on capacity building and technical assistance.  However, it is not a platform for 
regional cooperation but a series of minimum standards of unilateral actions that all countries 
should be seeking to implement to improve their trading environments. 

Moreover, many of the TFA provisions governing cooperation are hortatory and / or subject 
to qualifying language.  For example, Art. 8.2 says that: 

“Each Member shall, to the extent possible and practicable, cooperate on 
mutually agreed terms with other Members with whom it shares a common border 
with a view to coordinating procedures at border crossings to facilitate cross-

                                                       
84 WTO’s TFA, article 1. 
85 ibid, article 6. 
86 ibid, article 7. 
87 ibid, article 11. 
88 WTO (n28), 34. 
89 ibid, 49. 
90 ibid, 78. 
91 ibid. 
92 ibid, section II.A, 32. 
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border trade. Such cooperation and coordination may include…” 

That is not to say that the TFA is not a landmark agreement; the forecasted impact of full 
implementation is testament to the fact that the agreement is an important addition to the 
WTO acquis.  It is instead intended to stress that alone, the TFA is not sufficient for 
achieving the type of regional cooperation that is required for all Five FSUC to achieve their 
trade policy objectives. It is also important to note that only Kazakhstan, Kyrgyzstan and 
Tajikistan are currently members of the WTO and therefore obliged to comply with the TFA. 

Nevertheless, the TFA does provide a strong platform to guide trade facilitation reform in the 
region.  By seeking to put in place minimum standards of trade facilitation that require 
improvements in governance and implementation of institutional reforms, it has been 
suggested that the TFA could act as a launchpad for improving overall administrative 
competence, by raising standards in border agencies that have the potential to filter through to 
other government agencies93. 

The TFA includes important provisions on capacity building and technical assistance and 
recognises the need to pace reforms for developing and least developed members94.  This is 
an important development as research has found that these types of provisions tend to be 
overlooked or limited in the bilateral or regional context95. Given the current limited 
institutional capacity in the Five FSUCs, the systemic infrastructure deficits in energy, ICT 
and even basic physical infrastructure at border crossing points, the pacing of reforms is 
particularly important. Further, certain facilitation measures, such as the implementation of 
Single Window and Authorised Economic Operator systems, are complex and require certain 
foundational reforms to be in place before they can be implemented. Such systems may be 
out of the budgetary reach of the LLDCs, who may only be able to implement them with 
financial, institutional and educational support. 

Equally as important for the Five FSUC are the TFA provisions on monitoring compliance 
and the setting up of national committees and information sharing on best practices96. The 
implementation of these provisions could act as a foundation for deeper cooperation in the 
region, leading to an overall lifting of standards with a mechanism to ensure rules are applied 
in a non-discriminatory manner for the benefit of all. 

6. OBOR’s contribution to advancing unimpeded trade – TFA+? 

Against the backdrop of the many national, regional and international agreements and 
initiatives seeking to address connectivity constraints in the Five FSUC, it is worth asking 
what value OBOR adds to this debate, if any. To make a substantive contribution to trade 
facilitation, and to alleviating the current impediments to trade in the Five FSUC, the OBOR 
project will need to go beyond the current multilateral programmes such as the TFA to 
include “TFA+” issues such as harmonisation or mutual recognition of standards97.  It would 

                                                       
93 Russell Hillberry, ‘Trade Facilitation Agreement’s benefits may extend well beyond cutting red tape’ (The 
Conversation, 15 March 2017) <https://theconversation.com/trade-facilitation-agreements-benefits-may-extend-
well-beyond-cutting-red-tape-73990?platform=hootsuite> accessed 23 July 2017. 
94 WTO TFA, section II, Art. 13. 
95 WTO (n28), 50. 
96 WTO TFA, article 11.77, article 23 and article. 12.1.2. 
97 Josh Ederington and Michele Ruta, ‘Non-Tariff Measures and the World Trading System’ World Bank (May 
2016) Policy Research Working Paper 7661. 
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also need to provide a comprehensive agreement on transit trade that includes an effective 
enforcement and dispute resolution mechanism. If the OBOR trade facilitation measures do 
not provide any tangible benefits over the existing multilateral best practices then it would be 
more sensible for the Five FSUC to focus their resources on signing up to and fully 
implementing the already existing multilateral frameworks such as the Revised Kyoto 
Convention. 

To date, there have been several public pronouncements from the Chinese government and 
OBOR partners relating to enhancing “unimpeded trade”.  It is however difficult to discern 
any concrete measures that are being implemented as a result, with the pronouncements more 
along the lines of ideal outcomes rather than a roadmap to achieving those outcomes. 

One of the key promises of the OBOR project is the potential to catalyse regional cooperation 
through the harmonisation of standards, regulations and procedures, necessary to allow the 
unimpeded flow of goods overland through multiple jurisdictions.  However, the policy 
documents indicate that whilst China’s objectives include regional cooperation this does not 
necessarily mean regional convergence on regulatory issues. 

For example, the Action Plan on the Belt and Road Initiative98 indicates that one of China’s 
objectives is enhanced bilateral and multilateral cooperation on inspection, quarantine, 
certification, and standard measurement. Bilateral cooperation on these issues would 
inevitably lead to yet further fragmentation and complexity for traders.  It is also notable that 
the desire for cooperation does not extend to the setting of the standards, only their 
implementation. This is echoed in the stated objectives for enhanced customs cooperation 
which include mutual recognition of regulations, but not regulatory harmonisation.  That said, 
later statements have made vague reference to “standards alignment” and harmonisation of 
customs clearance formalities99. 

On 28 March 2015, the Forum for Heads of Customs Administrations along the Belt and 
Road also announced their initiative for “Connectivity and Win-Win Development”. This 
document sets out the agreed objectives of the participants and a list of policies that the 
participants are encouraged to pursue.  The language is not mandatory and none of the 
suggestions are ground breaking. The parties are encouraged, for example, to implement 
international and regional instruments such as those issued by the WCO and to take full 
advantage of best practices in risk management and timeliness of controls. 

The list of objectives seems to pay little heed to the sequencing of reforms as it encourages 
all parties to take full advantage of paperless clearance, building of “Single Windows” and 
building electronic platforms for data exchange through the internet and “any high tech 
means available”.  The only reference to the potential for sequencing or support is through 
the agreement to “guarantee connectivity with capacity building”. 

May 2017 saw the official release of the “Initiative on Promoting Unimpeded Trade 
Cooperation along the Belt and Road” during the Thematic Session on Trade Connectivity 

                                                       
98 ‘Action plan on the Belt and Road Initiative’ (issued by the National Development and Reform Commission, 
Ministry of Foreign Affairs and Ministry of Commerce of the People’s Republic of China with State Council 
authorization on March 28, State Council of the People’s Republic of China, 30 March 2015) 
<http://english.gov.cn/archive/publications/2015/03/30/content_281475080249035.htm> accessed 2 August 
2017. 
99 See for example the 28 March 2015 statement referred to below. 
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during the Belt and Road Forum for International Cooperation100. That document, released 
seemingly in response to the growing tide of anti-globalisation sentiment in major Western 
economies, sets out the position of the participants who recognised the importance of 
enhancing trade facilitation and liberalisation, resisting protectionism and boosting 
unimpeded trade cooperation. 

The statement affirmed that the “countries along the Belt and Road call for more investment 
in regional value chain development, and are willing to carry out international production 
capacity cooperation [to] establish trade, economic and industrial cooperation zones…”. It 
therefore seems that in addition to transit corridors, the project will also rely on new oases-
style industrial parks, core cities and a network of free trade areas along the routes as 
“cooperation platforms”101. 

OBOR is fundamentally a corridor-based project.  The limitations and contributions of such 
an approach to addressing the systemic issues in the region have already been discussed in 
section three above.  The introduction of free trade zones may suggest an even more 
fragmented solution to trade liberalisation and facilitation, with a focus on pockets of free 
trade and modern customs management that are isolated from the rest of the country. 

That said, in a region where cooperation in trade and transit matters is not yet firmly 
embedded, using free trade zones could be a useful first step to achieving a higher level of 
trust and coordination between customs agencies from neighbouring countries.  As in China, 
the free trade zones could be used as regulatory sandboxes, allowing the Five FSUC to 
experiment with new systems and new approaches to cooperative cross-border management 
without the need to invest in a scheme nationally, until its effectiveness had been proven in 
the smaller free trade zone context. 

7. Conclusions 

Considering the Five FSUC’s stated trade policy objectives, the complaints from traders in 
the region and the multilateral recommendations and best practice guidelines for LLDCs, it is 
proposed that the key trade facilitation priorities that the Five FSUC should be looking to 
fulfil via their participation in OBOR (or otherwise) are: 

1. To simplify and harmonise procedures for getting goods and carriers across borders in 
all transport modes by reducing the number and types of documents required, with the 
aim of increasing the use of automated processes and electronic documentation; 

2. To increase transparency of the import and export process and the applicable 
regulations;  

3. To streamline administrative procedures for import and export and fully implement a 
risk-based management system for border control; 

4. To reduce and eventually eliminate corruption related to import, export and transit of 
goods; 

                                                       
100 ‘Initiative on Promoting Unimpeded Trade Cooperation along the Belt and Road Released in Beijing’ 
(Ministry of Commerce of the People’s Republic of China, 16 May 2017) 
 <http://english.mofcom.gov.cn/article/newsrelease/significantnews/201705/20170502578235.shtml> accessed 
2 August 2017. 
101 Full text: Action plan on the Belt and Road Initiative, 28 March 2015, 
<http://english.gov.cn/archive/publications/2015/03/30/content_281475080249035.htm> 
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5. To liberalise the logistics services sector, incentivise the establishment of branches of 
international logistics providers in the region and engage with international logistics 
organisations to increase exposure to international best practice; 

6. To establish a common set of rules and procedures governing transit trade, with an 
effective enforcement mechanism; and 

7. To set up a regional institution for overseeing regional OBOR corridor projects as a 
first step to building trust, before embarking on further initiatives to liberalise transit 
trade more generally, moving away from the corridor model to a more holistic, 
integrated supply chain model. 

The above proposals seek to recognise that measures to improve the trading environment 
need to apply nation-wide, to address broader systemic issues rather than focussing solely on 
achieving gains on specific transport corridors. They also seek to address the key bottlenecks 
with transit trade, as a priority for LLDCs. 

As another corridor-based initiative, OBOR is unlikely to provide an answer to the policy 
priorities of the Five FSUC. However, neither is the TFA which takes a unilateral approach, 
with limited focus on regional integration.  That said, the TFA has the potential to provide the 
administrative and institutional framework needed to implement more wide-ranging reforms 
by encouraging collaboration between national committees on trade facilitation and providing 
the impetus to improve governance.  It also entrenches the need for capacity building, in a 
region where resources are limited. 

Whilst OBOR alone is not a panacea, it has shone a spotlight on the region, drawing in 
investors in much needed logistics services. The grand vision of the OBOR may also act as a 
catalyst for change, binding the Five FSUC countries to a unified goal of furthering trade 
with China and Europe and providing an anchor for political will to stick with reforms. 

The Five FSUC need to establish a better framework for regional integration and a 
guaranteed, reliable, regional transit system, as “TFA+”. The ECU provides an example of 
how the region can collaborate successfully and may provide the framework for further 
integration as its membership expands. The Economic Cooperation Organisation provides 
another regional platform that could provide a foundation for further integration, between 
countries with similar cultural backgrounds and at similar stages of economic development. 

One way of encouraging collaboration is via the establishment of a common oversight 
committee for monitoring the implementation and performance of trade facilitation measures 
across the region and not just within the narrow scope of the CAREC corridors. The TFA 
encourages the establishment of national and multilateral committees but does not provide for 
the establishment of regional committees.  Nevertheless, there is scope for the Five FSUC to 
use their national committees as a basis for coordination and information sharing. 

There seems to be a growing recognition that, as Arvis puts it: “What makes a trade route 
today is not just the physical infrastructure or a path on a map, but the actual supply chains 
that run through various links connecting importers to exporters”102. 

Building new and efficient transport infrastructure is the first step in establishing a trade 
route. Achieving the broad economic and trade policy objectives set out by the Five FSUC 

                                                       
102 Rastogi and Arvis (n6), 13. 
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requires reform in areas not only related to customs and border management, but 
complementary reforms in the regulation of services, ICT infrastructure and the facilitation of 
investment to provide an enabling environment for supply chain integration.  Without the 
complementary reforms, and engagement with the private sector to bolster demand for the 
new transport infrastructure brought by OBOR, there is a risk that OBOR will not deliver the 
promised benefits of “unimpeded trade” to this region. 

It is therefore essential that trade facilitation is pursed not only in tandem with OBOR, so that 
the Five FSUC maximise the gains from hard infrastructure projects, but that trade 
facilitation efforts are also focussed on improving the trade and transit systems of the Five 
FSUC, and the region, regardless of OBOR. 


