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The4!h CAREC Think Tanks Foméan

27-28 August 2019
Xi@an, Shaanxi, the PRC

The CAREC Institute has organized th€ AREC Think Tanks Development Forum (CTTD&hjn Xi

the PRCin cooperation with the Asian Development Bank (ADBwW/ Qa wS3A 2yl f Yy26f S
Initiative (RKSI) and International Economics and Finance Institute &tEfé&EMinistry of Finance of

thePRCL 5. Q&4 +A0S t NBAARSY({ a KeEnerél &f the Minfstry oKFihginEe o6 S LJdzii &
the PRC Mr. Liu Weihua, Shaanxi Province Deputy Governor Mr. Xu Datong, Deputy Ministers of

CAREC countiesther government officialirectors of international organizationand renowned

scholars of research ingitions attended the forum

The forum broughbver 13 participants from over 20 countries to discuss regional integration,
trade, unresolved trade disputes, technological interventionspenmerce and their impact on the
regional economy.

G ¢ KS / dvides &powail platform to think tanks to augment the policy making for improving

lives of millions through evidendeased research for planning and implementation of CAREC

projects and initiativesThe CAREC Institute brings these perspectives tolbigh platforms, such

asthe CAREC Ministerial Conference and Senior Official Meetings to faciitatied decision
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Mr. Shixin Chen of ADB remarked that thebglotrading environment remained volatile with
concerns of growingrotectionism, and expressed his assurance that it was possible for trading
countries to grow together and benefit as they abide by internatioradjseed rules and principles.

Some of tle key discussions which took place at the forum are presented in this newsletter and will
be covered extensively in thgpcomingforum report. Thesemnd andthird forum reports can be
accessed on the internet.

Mr. Davaadorj Ganboldf Mongolia Shaaxi Deputy Governor Mr. Xu Datoniglr. SyedShakeel Shah of CAREC Institute

TheUSPRC TradeWagl. YLJX AOF GA2ya FyR ! aAl Q&

Dr. Masahiro Kawai of the University of Tokyo provided the outlook on tHeR(Strade war and
reasoned thathe crisis which the rulelased globatrading system faces today due to departure
from multilateralism and unilateral use of higher tariffsthg USs predicted to affect the global
economy namely:

1) It has been disrupting global and regional supply chains by forcing a shift eftfigal
production processes away from the PRC to its neighboring emerging economies in Asia,
adzOK |a xASGylrY®d ¢KAa gAff A1 Sdakcel&sfeRhell KS t w/
O2dzy G NE Qa (i NI y a-Faridahdediiddasyial dng seicekientidiegbKomy.
2) LG oAttt KSEtLI SELIFYR (GKS tw/ Qa GNIRS IyR Ay@S:
participants and further strengthen its economic relationgh these countries in various
ways.
3) It will encourage Asian economies to increase regional trade and investment -&statgish
new supply chains for this purpose. This will require Asian economies to work together to
increase demand and create an Asimle free trade zone.
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The speaker suggested thalowing measures to restore thellesbased international trading
order:

1) The USwill need toreturn to multilateral and global cooperation while addressing its own
domestic issues, such as rising indgyahollowing out of the middle class and savings
investment deficit. The PRIl need totransform its economic model (characterized as
GadlradsS OF LI Gthg EUAapan, eicd intd &KieY! (N SG SO2y2Yeé o8
the role of the statefurther opening its economy, ending major state subsidies, and
substantially privatizing its SOE sector. The two countries must manage their bilateral
conflict, with the aim to avoid economic decoupling while establishing a consultation
process to addressomestic structural issuesn both sides.

2) The US, the EU, Japan, PRC, and sthast substantially overhaul the WTO to enable it to
regain its central role as the primary promoter and arbiter of th& @intury international
trade. This should includie recovery ot fully operational appellatedaly for dispute
settlement; stricter compliance with notification obligations for transgracy; greater
protection of intellectual property rightssubstantial reduction of industrial subsidies; and
objecve RSTAYAYy 3 GRSGSt2LIAYy3I O2dzyiNB¢ adl Gdza
GNBFGYSyloé

3) Asian economies are encouraged to intensify their regional cooperation to expand intra
regional trade and investment through completing their Regional Comprehensvemkc
Partnership (RCEP) negotiations, expandingIlPiRembership, and supporting much
needed infrastructure investment (includitige CARECALt the same time, they can
strengthen economic ties with countries outside Asia, such as those in Europe, Latin
America and Africa.

Dr. Masahiro Kawai of the University of TolywlMs. Ye Jiandif IEFI leading the panel discussion
S i
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How Global Trade Frictions ChalletigieAsian Economy

Ms. Ye Jiandi of thinternational Economics and Finance Instit(ieFat the Ministry of Finance of
the PRGpoke aboufive ongoingglobal trade conflictsvhichhavean impact on the Asian economy
USPRCUSJapanUSEU, USViexicq andJaparSouthKorea¢ KS | { Q RS LI NI dzNB
multilateralism, exercise of protectism,stringent controls on impogthrough quotas, tariffs, and
bansreducessignificantlyattractiveness of the US market for exposnding new marketsn the
other hand,proveschallenging andequirestime as rade relations takéongto mature, considering
how long it took to build aulesbased system dhe international tradeafter the WW2.

Theclimate of uncertaintywhich the USPRC trade disputereates, makesvestorsquestion the
efficacy of investing in AsiAt the same timeglobal sipply chains are more interdependetiian
ever before vith the Asian supply chains being disrupted gndwth prospects beingindermined

by trade frictiors. Forecasts for GDP growth in Central Asia, East Asia, South AsiautineaSt Asia
are all projectd eitherto declinein percentage growth or stagnats the percentage growth rate.

Qurrent trade wars putat risk the entire global trade framework that has been established over
several decadesSuch conflicts can quickly turn into seHfinforcingcycles of disputes and retaliatory
actiors. They causdighlevek of mistrustamonginternational actors that can take several years to
repair. It is important to uphold multilateralism andgmote free trade as core valu@ghich the
current tradingsystem was built on

ioobt volumes. has been contingousty dropps
dev the mdes indicates the freight volume has been contini Dy
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CAREGtegratedTrade Agendg CrossBorder Economic Corridors

Mr. Bahodir Ganiev of Uzbekist&@enter for Economic Developmemtd Ms. Dorothea Lazaro of ADB at the forum

Ms. Dorothea Lazaro of ADBade a pesentatbn about the CAREC Integrated Trade Agenda (CITA)
2030 which aims to assist CAREC members to integrate further into the global economy. It seeks to
enhance the growth potential of CAREC members and improviivihg standards of its people

through reforms across the following three pillars: 1) trade expansion from increased market access,
2) greater diversification, and 3) stronger institutions for trade.

In conjunction with the CITAMr. Bahodir Ganie\Genia Adviser at theJzbekistan Center for
Economic Developmenelaborated on therossborder economic corridors which represent
integrated economic regions that span two or more countries. Typically, they include several big
cities and territories around and between these cities. They are characterized by superior
connectivity (incluthg transport and digital connectivity), seamless movement of goods and people
across borders, and extensive créggder trade and investment flows. They involve crbesder
valuechains and clusters of economic activity.

He argued that dvelopment ofsuch corridorgan be usefulor the concerned countriegh many
ways. In particular, it can help deepen economic integration wiite anotherand with the rest of
the world, attract more FDI and international tourists, develop urban agglomerations, nentifey
and the services sector, diversify the composition of exploeigondprimary commodities, make
greater variety of higher quality goods and services available to consumers at lower prices.

The forum discussed the AlmaBishkek and Shymkeffiashkat-Khujand cossborder economic
corridors;the rationale, major challengefavorable factordor development osuch corridors in
Central Asia, and priority activities planned and ongoing under each of the corridors.
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Ms. Tamar Sulukhi@ndresearches of the ISET Policy Instituteading the Shaanxi investment brochure at the forum

Exploring Trade Opportunities under the Belt and Road Initiative

Dr. Zongxiafreng2 ¥ G KS - AQlYy YWANIKRIN2FRA I y2@ENEAQRY Qa | R
the role it can play aslagistics and transportation hub for inland transportatiand the positive

spillover effectst can bringto the region. A Q' y A a addzRéAy 3 GNF RSngLJ GG SNJ
convergence options. The integration agenda is led byCthima Railway Expresfich is advancing

work in rail transportation.

i, Executive Director@fina Logistics Associatiotkelivering a presentatioat the forum

o -
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Standardizingransport and Logistics along the Silk Road

Dr. Dong Qianli of the Institute of Logistics and Supply Chain and Executive Director of China Logistics
Associatiorprovided an overview of the rail and road transport along 8ilk Road Economic Belt

and elalorated on theXi'anLandPortasthe starting point for croséorder cargo transportation

alongtheBeltl S NBYFN)] SR GKIFIG -AQlYy A& F20dzaASR 2y Ayy2¢
international and domestic freight forwardirigrough improving changl accessibility, centrality of

the hub, expansion of proportions of cargo boxes, relay integration, establishmergarhmerce
linkagestransformation of traditional commercmto a platform and networkof industrial clusters,

etc. with the aim to adva® S~ (i K BandPdrt@la ioderninternational logistics channéletween

Central Europe and Central Asia.

He elaborated on therinciple of thethree-party whichrefers torealizinghuman interestswith
responsibility andwith consideration ofiestiny.dLogistics is a service industry that connects the
threex¢ KS | RRSR®

As shared during the presentation, the PRIS signed 171 cooperation documents with countries
and international orgamiations to develogointly three-party marketsHe then updated the
audienceas towhich routes are agancing undethese agreements, including 2019 numbers of
trains and cargo. As for PR@  (inNgboBsSviththe Belt and Road countrieshe volumehas
exceededs6 trillion inthe past five years. A& December 2018he balance of loans dhe China
Development Bank and Expdrhport Bank in the countries along tiBzltand Roadtoodat around
$250 billion.

As the cooperation advancedong theroute, Dr. Dong Qianli notecgmploymentopportunities
increasedogether with thetax revenue, people's livelihoagbt improved highquality assetsvere
provided andcontribution was made tohe recovery and development of the relevant regions.

Dr. DongQianli, Executive Director of iDh Logistics Ass@tion, at the forum

CAREC Institute Newslette August 2019 7



Evaluatingrhpact ofNew Technologies oifransformingTrade

Mr. lan Watt Vice Chair dNECEdelivering a presentation at the forum

Mr. lan Watt the Vice Chair ofhe UN Centre for Trade Facilitation arlddfronic Business
(UN/CEFACT) at thénited Nations Economic Commission for Europe (UNE@BYrated on
around 30 different parties from the commercial, logistics, finaneiad regulatory sectors involved
in an averagénternational trade transactiomhereinternational trade participants operati@ silo
business processes and rely on conflicting standards developed by-seatoic bodies.

Further, no standard has effectively addressed all four sectors of internati@u,twith particular
discomectexisting between finance and the other three sectors: commercial, logiatics

regulatory. This obstrustendto-end supply chain transparency and visibility, trade finance,
insurance, asset efficiencgnd regulatory compliance. The current approach is also unsuited to end
to-end track and trace of the movement of the physical product and achieving product
authentication and protection of product quality. This is a significant trade barrie3rfall aad

Medium Sized Enterprises (SMiath negative impact on importers, exporteend their required
service providers.

A trandormed, semantic dat@entric, processlriven value chain is required to share, verégnd
contextualizethe vast quantities of da being delivered by new technologies such as Internet of
Things (IoT), collaboration platforms, Blockchatn, These modern technologies are being
implemented as part of restrictive, loe&-in, monolithic architectures based on bespoke syntax.

Theenhanced security offered by the latest technologies cannot promote trustworthiness while the
sources of data remain limited to untrustworthy traders and logistics providers. Instead, an open
micro-services architecture that implements international standabdsed semantics is required to
derive actionable insights from disparate datde latterrequires understanding its context within


















