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EXECUTIVE SUMMARY

Economic diversification is a fundamental feature of economic development. However, production 
and exports in many countries of the Central Asia Regional Economic Cooperation (CAREC) 
Program are dominated by resource intensive and primary commodities such as crude oil, metals, 

and agricultural products. Exports also tend to be concentrated geographically. The CAREC member 
countries need economic diversification to grow faster, raise incomes, and increase productivity. 
The long-term strategy—the CAREC 2030—aims to strengthen CAREC’s role as a catalyst for trade 
expansion and economic diversification. In this context, the CAREC Integrated Trade Agenda 2030 
aims to create an enabling environment for greater economic diversification by supporting reforms 
to enhance the policy and regulatory environment, ensuring adequate financing, and linking CAREC 
countries with regional and global value chains. 

The services sector has become a key driver of economic development and diversification. 
Efficient, cost-effective supply of services is essential for productivity, export growth, job creation, 
and poverty reduction. Diversification stemming from the services sector also increases economic 
resilience. The coronavirus disease (COVID-19) pandemic has underscored the need to accelerate 
economic diversification into the services sector and demonstrated the potential for technological 
advances and digital transformation. 

The services sector has made a significant contribution to the economic growth of CAREC 
countries. The growth rate of gross value added in the services sector is much faster than in 
agriculture in all CAREC countries as well as in the manufacturing sector in most of them. Exports of 
services had positive annual growth over the 2005–2019 period. However, services inputs broadly 
considered to support diversification are lacking, and there remains a high concentration of natural 
resource- dependent manufacturing economies.  

CAREC countries could further foster growth of their services sector, especially their services 
subsectors and industries which are critical to economic diversification and sustainable development. 
These include (i) telecommunication and information services, (ii) financial services, (iii) education 
and research and development services, (iv) tourism-related services, (v) freight transport and 
storage services, (vi) quality testing and certification services, and (vi) other agriculture-related 
services. Most of these service subsectors are producer services—that is, they are inputs into other 
economic activities. The efficient functioning of these service subsectors is a precondition for the 
strong performance of the rest of the economy. The quality of the institutions that are the interface 
of the government and the economy is also a factor in how well and to what extent services promote 
a country’s growth and advancement.



xii Executive Summary

Several enabling or facilitating conditions are essential for robust development of the services 
sector and economic diversification, including (i) improving governance, (ii) enhancing market 
competition, (iii) deepening regional cooperation and integration, (iv) raising the efficiency of the 
labor market, and (v) developing physical and digital infrastructure. Most CAREC countries have 
undertaken efforts to improve governance but more needs to be done. Competition remains weak in 
many sectors. By leveling the playing field, the private sector can play a greater role in the development 
of producer services. Eight of the 11 CAREC countries are members of the World Trade Organization 
and have broadly committed to a higher level of specific commitments under the General Agreement 
on Trade in Services. By modes of supply, CAREC commitments on services trade appear to be open 
and liberal in terms of commercial presence—where the service supplier is in the territory of another 
member country. However, the presence of natural persons—where the individual service supplier 
is in the territory of another country—is most restrictive in terms of market access and national 
treatment provisions. 

CAREC countries need to adopt a coherent and comprehensive approach to the balanced 
development of the interdependent services subsectors. Establishing and maintaining favorable legal 
and regulatory frameworks for the overall services sector will deliver the greatest net benefit. 

Liberalizing trade in services—by lowering barriers to foreign direct investment for example—
is an effective way to enhance competition in the services sectors. However, market opening needs to 
be carried out carefully to effectively manage the adjustment costs. For example, as countries liberalize 
their services trade, they should strengthen labor market institutions and vocational training. It is also 
crucial to build and upgrade critical infrastructure to nurture the development of the services sector.  

Despite the growth of the services sector’s contribution to the global economy, the economic 
shift to services sector has not been accompanied by commensurate improvement in policies and 
regulations for its faster development. Fostering greater regional cooperation and integration can 
help improve domestic regulations, facilitate policy coherence and mutual recognition, and pursue 
reciprocal liberalization of trade in services. Platforms for knowledge-sharing and policy dialogue—
such as under the CAREC program—can help create mutual trust. Experiences from CAREC countries 
and beyond show that strong cooperation arrangements can pave the way for closer economic 
relations and greater links with global and regional value chains. 



Chapter 1

ENABLING THE SERVICES 
SECTOR TO SUPPORT 

ECONOMIC DEVELOPMENT

Economic diversification is a critical step in the development of many countries. A greater variety 
of product lines and more sophisticated products are essential for incomes and employment to 
grow. Diversification can lead to higher value-added production and make a nation’s economy 

less vulnerable. Productivity increases, incomes rise, and the growth in demand that results will 
provide additional stimulus for new production patterns to emerge. 

The member countries of the Central Asia Regional Economic Cooperation (CAREC) Program 
need to diversify their economies to grow faster, raise incomes, and increase their productivity.1 
Primary commodities such as crude oil, metals, and agricultural products often dominate their current 
production and exports.2 Export destinations tend to be geographically concentrated. This leaves 
CAREC economies vulnerable to commodity market downturns and economic conjunctures  in a few 
major trading partners. 

Just how exposed their primary commodity-heavy merchandise export baskets leave most 
CAREC countries to the vagaries of world markets was illustrated in 2014–2015. Global price drops 
had a significant adverse effect on exports and growth in many CAREC economies (Capannelli and 
Kanbur 2019; IMF 2018a; World Bank 2017a). Overly concentrating on only a few export markets 
also leaves CAREC economies particularly sensitive to adverse changes in their top trading partners 
and even unfavorable turns in bilateral relations. In 2008–2009, for instance, the People’s Republic 
of China (PRC) exports and gross domestic product (GDP) growth slowed markedly, due largely to 
a recession in the United States (US), the destination market for about one-fifth of its merchandise 
exports. The PRC is one of the top five export markets for all other CAREC countries (except Azerbaijan 
and Georgia), and their exports and growth suffered adversely in turn (ADB 2009; ADB 2010).

1 The CAREC Program is a partnership of 11 countries (Afghanistan, Azerbaijan, Georgia, Kazakhstan, the Kyrgyz Republic, Mongolia, 
Pakistan, the People’s Republic of China, Tajikistan, Turkmenistan, and Uzbekistan) and development partners working together to 
promote development through cooperation, leading to accelerated economic growth and poverty reduction. Following the government 
change in Afghanistan in mid-August 2021, the Asian Development Bank placed on hold its assistance in Afghanistan effective 
15 August 2021.  

2 The lack of diversification in production and exports is often associated with macroeconomic volatility (Koren and Tenreyro 2007). 
Poverty-reducing, trade-driven growth has been particularly difficult to achieve in countries with economies concentrated in commodity 
and natural resources sectors (World Bank 2017a).



2 Developing the Services Sector for Economic Diversification in CAREC Countries

The long-term strategy—the CAREC 2030—aims to strengthen CAREC’s role as a catalyst for 
trade expansion and economic diversification. There is a need for CAREC countries to substantially 
expand the range of products they produce and export to fully participate and benefit from the 
emerging global and regional supply chain. It is in this context that the CAREC Integrated Trade Agenda 
2030 aims to support reforms to enhance the policy and regulatory environment, ensure adequate 
financing, and link CAREC countries with regional and global value chains (ADB 2019a).

The repercussions from the coronavirus disease (COVID-19) pandemic have further amplified 
the need for economic diversification in the CAREC countries. World prices for crude oil and other 
primary commodities that dominate their exports dropped sharply in 2020. Stronger-than-expected 
recovery in 2021 was driven by the upsurge in economic activity boosted by fiscal stimulus, supply 
shortfalls, and rising global commodity prices between the second half of 2020 and the first half of 
2021. However, the outlook is still uncertain given renewed COVID-19 outbreaks and divergent 
recoveries (ADB 2021a; ADB 2021c). Overall, countries in developing Asia that fared worst during 
the pandemic tended to be those reliant on a single product, service, or export commodity. Creating 
more diverse, high-value economies will lead to greater resilience and sustainability (ADB 2021b).  

The Role of the Services Sector in Economic Development 

Services are recognized as a mainstay of growth and development, and indispensable to 
progress in practically every aspect of economic activity. Studies demonstrate the increasing role 
of services in productivity growth, as inputs to manufacturing, and as drivers for job creation and 
socio economic inclusion (Box 1.1). Empirical evidence further suggests that a services sector can 
support economic growth and progress even in countries that do not yet have a manufacturing core 
(Nayyar, Cruz, and Zhu 2018; Nayyar and Cruz 2018). Policies to develop both manufacturing and 
services sectors together can help achieve a country’s competitiveness objectives.

Box 1.1: Growing Importance of the Services Sector

   As dynamic sources of productivity growth

In the past, productivity growth in the services sector was presumed to be lower than that of manufacturing (Baumol 
and Bowen 1965). However, subsequent empirical work suggests a more nuanced and changing reality. Drawing on 
a sample of 18 Organisation for Economic Co-operation and Development countries and data spanning 1970–2005, 
Yong Young (2014) finds that goods and services have experienced similar total factor productivity growth rates since 
1970. Similarly, Jorgensen and Timmer (2011) found that market services’ productivity growth in Japan and the United 
States predominated over that of goods production from 1980, although this was not the case in the European Union. 
They identify distribution services as a rapid productivity-growth sector that has become a major engine of aggregate 
productivity growth in all regions. The International Monetary Fund has argued that a shift in employment from 
manufacturing to services need not hinder the overall economy’s productivity growth (IMF 2018a). The IMF study notes 
that average productivity growth in services has surpassed that of manufacturing in many developing countries. These 
include India, the People’s Republic of China,  and some of the nations of sub-Saharan Africa. 

continued on next page
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  As important inputs to manufactured exports

The line between services and manufacturing is also becoming blurred as the latter increasingly relies on services 
inputs to produce and market wares (Miroudot 2019). This is sometimes called the “servicification” of manufacturing. 
Manufacturing firms are making more intensive use of services as intermediate inputs and employ workers to perform 
service-related functions such as design, logistics, marketing, and sales. Manufacturing firms also increasingly sell 
services bundled with manufactured goods to create more value. Examples are warranties or aftersales services 
for a product sold, or a smartphone that enables its purchaser to download applications (Mercer-Blackman and 
Ablaza 2018). 

Recently, some services industries or subsectors—especially information and communication technology- enabled 
services—benefited enormously from digitalization. Digitalization has reduced search costs for these services and 
lessened the so-called “proximity burden” associated with consummating services transactions. This has expanded 
both the domestic and international markets for a variety of services, making them more tradable. Developing an 
efficient services sector can therefore promote manufacturing sectors and help produce competitive manufacturing 
exports. In this way, the services sector continues to expand its contribution to output and value-added trade.  

  As a source of job creation and inclusion

The services sector employs about half of the world’s workers. The proportions change depending on the stage 
of economic development, rising from about a quarter in low-income countries to three-quarters in high-income 
countries. The sector’s capacity for creating employment and boosting inclusion is made apparent by the experiences 
of many developing countries. India’s information and communication technology sector employs roughly 3.5 million 
people and has created many jobs for women and outlying cities (Hoekman and te Velde 2017). Business process 
outsourcing companies in the Philippines have 1.2 million full-time employees (Price, Francisco, and Caboverde 2016). 
A 2019 study in Mexico found that a 10% increase in local hotel revenues can raise employment by 2.5% in each 
municipality and increase its nominal gross domestic product by 4% (Faber and Gaubert 2019).

Economic growth cannot bring about better living standards on its own, particularly for the poor and the excluded. 
Improving basic services such as health care and education also has far-reaching effects. Improving and expanding 
education services can help achieve a multitude of social goals. Education enhances people’s ability to make informed 
decisions, cope with and adjust to economic and other shocks, and be effective stewards of the natural environment 
(World Bank 2011a). It is a powerful force for improving social mobility and reducing inequality, including gender 
inequality. A well-educated population is equipped not to fear technological change in this age of digital transformation 
and instead, to adapt to and benefit from it.

Sources: Baumol, W. J., and W. G Bowen. 1965. On the Performing Arts: The Anatomy of Their Economic Problems. American 
Economic Review. 55 (1/2):495–502; Hoekman, B., and D. W te Velde. 2017. Trade in Services and Economic Transformation: 
A New Development Policy Priority. London: Overseas Development Institute; Faber, B., and C. Gaubert. 2019. Tourism and 
Economic Development: Evidence from Mexico’s Coastline. American Economic Review. 109(6):2245–2293; IMF. 2018. World 
Economic Outlook April 2018: Cyclical Upswing, Structural Change. Washington, DC: International Monetary Fund; Jorgensen, 
W., and M. P. Timmer. 2011. Structural Change in Advanced Nations: A New Set of Stylised Facts. Scandinavian Journal of 
Economics. 113(1):1–29; Mercer-Blackman, V., and C. Ablaza. 2018. The Servicification of Manufacturing in Asia: Redefining 
the Sources of Labor Productivity. ADBI Working Paper Series 902. Tokyo: ADBI; Miroudot, S. 2019. Services and Manufacturing 
in Global Value Chains: Is the Distinction Obsolete? ADBI Working Paper. No. 927. Tokyo: ADBI; Price, N. A., J. P. Francisco, 
and C. E. Caboverde. 2016. IT-BPO in the Philippines: A Driver of Shared Prosperity? Working Paper 16-002. Philippines: Asian 
Institute of Management; World Bank. 2011a. Learning for All: Investing in People’s Knowledge and Skills to Promote Development. 
Washington, DC: World Bank; Yong, A. 2014. Structural Transformation, the Mismeasurement of Productivity Growth, and the 
Cost Disease of Services. American Economic Review. 104(11):3635–3667.

Box 1.1 continued  
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Case studies also show that specific value chains at individual manufacturing firms are 
highly dependent on services inputs. The heavy reliance on the inputs of a diverse mix of services 
highlights the need for government policies to support the efficient and competitive supply of services 
that can help ensure that such firms and a country’s overall economy prosper.  

One such case study involved a company that manufactures, distributes, and sells a wide range 
of bakery products in Guangzhou and Shenzhen in Guangdong Province in the PRC; Hong Kong, China; 
and Macau, China (Box 1.2). The supply chain for bread manufactured in the firm’s Shenzhen factory 
and retailed in Hong Kong, China was selected for study. A second study examined the supply chain 
for a branded outerwear jacket manufactured in Indonesia for export (Box 1.3). The firm involved is 
an Indonesia-based multinational garment manufacturer with facilities in Indonesia and Viet Nam 
that produce a variety of products for worldwide markets. Since many service inputs in these value 
chains are outsourced, the studies restricted the analysis to only the first tier of such outsourced 
services. The rest of the inputs that go into the “bundle of value” that is sold as an input into the supply 
chain were disregarded for purposes of the studies.      

Box 1.2: Role of Services in Bread Value Chain from Manufacture 
in Shenzhen to Retail in Hong Kong, China

The value chain studied was a relatively simple one—that of a prepackaged loaf of bread. The chain begins 
with the procurement and transport of inputs to the factory in Shenzhen. Imported ingredients from other parts of 
Asia—sugar, salted butter, and margarine—land at the port, and are then unloaded, cleared through customs, and 
transported to the factory. Other ingredients are procured in the People’s Republic of China and shipped to the factory. 
These include eggs, butter, salt, oil, wheat flour, yeast, rapeseed, turmeric, condensed milk, and packaging materials. 
The bread produced in the firm’s Shenzhen factory is then trucked across the border daily to the firm’s warehouse in 
Hong Kong, China. From there it is transported to the firm’s local retail outlets two to six times a day. The frequency 
depends on store turnover and the availability of in-store storage space and delivery trucks. The value chain ends at a 
retail outlet with a purchase by the consumer. 

The 30 services identified as sources of value in this chain accounted for 72% of the costs of production. 
They are grouped according to stages of production: (i) services upon importation of ingredients, (ii) in-factory and 
factory-related services, (iii) transporting the bread from the factory to the retail outlet, (iv) retail store services, 
and (v) business processes (back office support) (Table 1.2.1) based on the UN’s Central Product Classification 
Version 2 codes.a 

Table 1.2.1: Services Entering the Bread Value Chain

Services upon importation of ingredients

1. Customs-related services

2. Quality assurance services

In-factory and factory-related services

3.  Auditing services to meet standards such as that of International Organization for Standardization (ISO) 
and Hazard Analysis Critical Control Point (HACCP)

continued on next page
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Services upon importation of ingredients

4. Production administration—production management services

5. Production administration—repair and maintenance of factory equipment

6. Production administration—quality assurance services

7. Cleaning services

8. Personnel search and referral services—recruitment of factory workers

9. Dormitory services for factory workers

10. Social insurance services for factory workers

11.  Local transport services for staff in Shenzhen

Transporting the bread from the factory to the retail outlet

12. Customs-related services for bread exports to Hong Kong, China

13. Cross-border freight transport services (Shenzhen—Hong Kong, China warehouse)

14. Storage and warehousing services

15. Inland freight forwarding services (from warehouse to retail outlets)

16. Repair and maintenance services (for trucks)

Retail store services

17. Retail services

18. Retail administration—operation management services

19. Retail administration—site development services for new shops

20. Security services (cash delivery)

Business processes (back office support)

21.  Financial accounts auditing services

22. Internal auditing services (including audits of financial accounts and corporate governance)

23. Retail administration—advertising services

24. Back office support—human resources services

25. Back office support—information technology services

26. Back office support—estate management services

27. Financial services

28. Company secretary services

29. Legal services

30. Training services

The list of services in Table 1.2.1 is self-explanatory. Some services were intrinsic to the actual production 
processes, and others reflected the regulatory framework within which the supply chain operated (such as customs, 
social insurance, and auditing services regulations). This list, however, does not fully capture the extent of the interface 
between government policies and regulations on the one hand, and services and the value chain on the other hand 
(Table 1.2.2).

continued on next page
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Table 1.2.2: Interface Between Services and Government Policies 
and Regulations in the Bread Value Chain

Policies upon importation

Port services—port safety and emergency response services regulations 

Customs inspection—collection of revenue 

Import licensing for flour, sugar, milk 

Regulations on imported food—registration and inspection and quarantine clearance

Policies affecting In-factory and factory-related services

Occupational safety inspections and hygiene requirements for workers 

On-site inspection of food production facilities and processes

Environmental regulations—wastewater disposal regulations

Environmental regulations and carbon emission trading scheme

Electricity supply regulation or tariffs 

Policies affecting the transportation of bread from the factory to the retail outlet

Food safety standards—supervision and administration over exported food (People’s Republic of China)

Food safety standards (for retail in Hong Kong, China)

Policies at the retail level

Food business licenses

Food safety regulations

Most of the government policies and regulations listed could be seen as potential value-added to the bread supply 
chain. On the one hand, many are concerned with public policy and action on health, safety, and other socioeconomic 
and environmental imperatives which the market does not provide. On the other hand, the related costs could be 
netted out of the value they add as public policy if their design or administration place unnecessary burdens on the 
firm and production. Considering the many ways that policy impacts activity in a modern economy, an efficient 
and cost- effective public policy intervention can be an important determinant of competitiveness. The same 
can be said of those producer services that any enterprise relies on, whether these are financial, information and 
communication, transport, logistics, business, or distribution services.  

a  The Central Product Classification refers to a standard central product classification developed by the UN Statistical 
Commission to serve as an instrument for assembling and tabulating all kinds of statistics requiring product detail.  
See https://unstats.un.org/unsd/classifications/Family/Detail/1074. 

Source: Cheung, D. Low P., and Sit, D. 2014. Case Study: Hong Kong-based Bakery Chain, FGI Services in Global Value Chains 
Project. Hong Kong, China: Fung Global Institute (unpublished). 

Box 1.2 continued  
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Box 1.3: Role of Services and Government Interventions  
in the Apparel Value Chain in Indonesia

This case study examined the supply chain to produce a single item of clothing—an outerwear jacket—that was 
made for a major United States clothing brand in one of its factories in Jakarta, Indonesia. The manufacturing firm 
is part of a multinational in Indonesia that can produce 75 million pieces a year, mostly for branding by such global 
apparel leaders as Adidas, Nike, Amer Group, The North Face, Lacoste, and Calvin Klein. The group was a large 
exporter to Europe and the United States, but Asia became its primary market in 2013. Production is centered in 
Indonesia but growing in Viet Nam. 

Although details can vary significantly between the products the firm produces, particularly during post- production 
processes, the value chain studied represents the standard procedure for most of the firm’s lines. The value chain 
was segmented into four stages for ease of analysis: (i) product design (contracting, sampling, and costing); 
(ii) pre- production (engineering, sourcing, freight, and logistics); (iii) production (quality assurance, cutting, sewing, 
embossing, and packaging); and (iv) post-production (freight and logistics, customs, and tax). The study identified 
42 services that contribute to the manufacture of a piece of clothing either entering the garment manufacturing value 
chain directly or as supporting services and first-tier outsourced services (Table 1.3.1). They accounted for 30% of 
total production costs and included government-supplied services.   

Table 1.3.1: Services Entering the Apparel Value Chain in Indonesia

Stages and Services Direct Regulatory Requirement

Establishment stage

Government liaison services X

Company registration and licensing services X

Business consultant services

Staff training

Safety standards and inspection services X

Personnel search and referral services

Pre-production stage

Procurement agent services

Customs-related services X

Quality assurance services

Freight transport services

Repair and maintenance services for fleets 

Storage services for raw materials

Design of manufacturing machinery

Product research and development

Design and production of manufacturing templates

Conception and design of products

continued on next page
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Stages and Services Direct Regulatory Requirement

Production stage

Production administration services

Engineering services

Government inspection services X

Compliance management services

Testing and trial services

Cleaning services

Security services

Waste treatment services

Repair and maintenance services

Logistics services

Truck hire services

Utility services

Storage and warehouse services

Post-production – back office

Auditing services

Internal auditing services

Insurance services

Accounting services

Banking services

Legal services

General management services 

Communication and marketing services

Estate management services

Human resources services

Courier and postal services

Telecommunications services

IT services

Five government-supplied services were identified to have a direct impact on the apparel value chain. 
The  regulatory interface with the subject apparel value chain, however, goes much further than these direct 
interactions. It also involves government interventions affecting the supply of utilities, auditing and accounting, 
banking services, legal services, postal services, and telecommunications. The pricing, quality, and reliability of all 
these services are crucial to diversification objectives in an economy.

Source: Elms, D. and Haines, W. 2015. Case Study: An Apparel Firm in Indonesia, FGI Services in Global Value Chains Project. 
Hong Kong, China: Fung Global Institute (unpublished).

Box 1.3 continued  
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 International Experience with Service-Led Economic Diversification   

Services can make direct contributions to economic competitiveness and diversification. 
For  many industries, in fact, competitiveness often depends on an ability to obtain high-quality 
producer services at a low cost (Francois and Hoekman 2010). Country-wide experiences—including 
in low-, middle-, and high-income countries in the Middle East, Asia, Sub-Saharan Africa, and Central 
and Eastern Europe—demonstrate how diversification was achieved through the development 
of their services industries or subsectors and the role of policy on services development (Box 1.4). 
While countries differ, what they have in common is the recognition that services are a vital gateway 
to broad- based economic diversification. Their diversification efforts have also been focused on 
both home and international markets. In this connection, they have not concentrated only on 
creating profitable market opportunities domestically, but also looked beyond their borders to exploit 
possibilities in their geographic regions and globally.

Box 1.4: International Experiences in Economic Diversification

Malaysia is a good model for many Central Asia Regional Economic Cooperation (CAREC) countries. It was once 
a commodity exporter but succeeded in diversifying its economy beyond overdependence on such products as palm 
oil, tin ore, and rubber. Its transition began in the 1980s. The manufacturing sector’s share in gross domestic product 
(GDP) rose to nearly a quarter during the decade, and textiles, chemicals, and electronics became a prominent part of 
its exports. The share of agriculture and natural resources fell from around half of GDP in the early 1960s to less than 
10% in 2018. Manufacturing and services grew in importance over time. Malaysia’s recipe for diversification had several 
key ingredients (Ali 2016). These included capable political leadership, equitable distribution of the fruits of economic 
success, and investment in human resources. The country’s economic development was marked by several distinct policy 
regimes. The first involved import substitution, which spurred industrial and manufacturing growth. Most manufacturing 
was in labor and resource-intensive sectors at this stage (Yusof 2013). Malaysia’s home market was small, however, 
and policymakers recognized this policy’s limits. Like many countries in Asia, it turned to export-led development. 
Supported by inflows of foreign direct investment and technological know-how, this strategy helped create a thriving, 
globally competitive export-oriented electronics and electrical products sector. Services also expanded as the economy 
diversified. Having leapt to upper middle-income status, Malaysia aims to become a developed economy by fostering 
further growth of the services sector and knowledge-based sectors. 

Diversification helped the Republic of Korea vault within a couple of generations from the ruins of war to 
membership in the Organisation for Economic Co-operation and Development. This involved a seismic shift from 
an economy with little industry and dominated by agriculture to one powered by globally competitive high-tech 
manufacturing. Its fast- growing services sector now makes up more than half of GDP and includes construction, 
information and communication services, transportation, tourism, and wholesale and retail trade. The state played a 
decisive role in this diversification by nurturing key services industries for rapid growth (Woo 2016). This support was 
allocated with great discipline, however, with governments monitoring export market performance as a key criterion for 
continuing or ending assistance. 

The members of the Gulf Cooperation Council—including the Emirate of Dubai—are some of the richest in the 
world. However, most members have struggled with the challenge of diversifying away from the oil sector industries that 
largely created this wealth (Cherif and Hasanov 2016). Between 2010 and 2018, per capita GDP stagnated for most Gulf 
Cooperation Council countries, remaining either significantly below or at about the same levels that they achieved nearly 
4 decades ago. Oil reserves are fast running out in some cases, making diversification more urgent. Reliance on service-
led diversification has been a key feature of the model in Dubai. Nearly 90% of Dubai’s economic activity is centered on 
services. These include construction, real estate, finance, transportation and storage, accommodation and food services, 
and wholesale and retail trade. 

Some similarities exist between Dubai’s circumstances and those of many CAREC countries. Dubai straddles 
the trade route between the great markets of Europe and Asia, making it a natural maritime and air transport hub for 
passengers and cargo and a convenient headquarters for suppliers servicing the needs of Asia–Europe trade. Central 

continued on next page
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Asia is a land link between the People’s Republic of China and Europe and can play a similarly vital role in providing such 
services as transport and logistics to support what is expected to be rapidly expanding trade between the two regions. 
Several ongoing regional initiatives create enormous opportunities for service providers in CAREC countries to scale up 
and grow in tandem with the expanding transit and cross-border trade. 

The services sector has also helped spearhead the efforts of economic diversification and development in several 
nations in Sub-Saharan Africa. Better transport services meant more export opportunities in Ethiopia. For example, 
Ethiopian Airlines’ expansion of its regional network and cargo capacity has enabled the country to transport high- value, 
time-sensitive exports much more quickly and cheaply. This has increased trade in transport services, spurred growth in 
other sectors as a valuable services input, and led to overall economic growth. Better air transport also enabled Ethiopia’s 
cut flower industry to thrive and exports of cut flowers to explode nearly 60-fold from $12 million in 2005 to $662 million 
in 2014 (Hoekman and te Velde 2017). 

In Kenya, regulatory reform has boosted financial services through a more open finance sector, establishment 
of diversified financial hubs, and modification of the tax regime for the sector. These, along with growth in mobile 
banking, have deepened and boosted trade in financial services, generated jobs—accounting for 2.8% of Kenya’s formal 
employment in 2017—and made the country a leader and hub for financial services in East Africa. M-PESA, the leading 
player in the country, serves about 19 million users and has an estimated daily turnover of $150 million including loans 
and saving products. Kenya’s banks and financial institutions also expanded internationally, establishing subsidiaries and 
overseas banks in other countries (WTO 2019a). 

Mauritius maintains a remarkably open trade and investment regime. Nearly 90% of its most favored nation tariff 
lines are duty free, and there are very few restrictions on foreign investment (WTO 2015). Such policies have afforded 
the economy the flexibility needed to diversify, including to develop services subsectors. For instance, when it perceived 
an opportunity to promote medical travel, Mauritius invested in health care facilities. These investments boosted the 
number of foreign patients receiving health care in the country by 1,500% during 2005–2011. Reduced trade barriers also 
supported more efficient and internationally competitive information and communication technology services. Exports 
of these services rose from $300  million in 2005 to $1.3 billion in 2015, and their share of overall service export value 
doubled from 18.5% to 37.0% (Hoekman and te Velde 2017). Mauritius also fostered the export of financial services and 
business process outsourcing. In 1988, offshore banking was introduced to transform the economy into an international 
financial center (Zafar 2011). 

In Croatia, tourism has had the greatest diversification impact on the country’s economy. International tourist 
arrivals almost tripled from 5.8 million in 2000 to 15.6 million in 2017. Tourism also provides the foreign exchange needed 
to import capital goods and helped spur economic growth (Hajdinjak 2014; Pavlić, Tolić, and Svilokos 2015). By 2019, 
tourism accounted for nearly a quarter of Croatia’s GDP and employment, and 40% of its total exports (World Travel and 
Tourism Council 2021). Since most employees in the tourism services industry are young and female, the sector also 
contributed to inclusive growth, reduced income inequality, and raised aggregate welfare in the country (Gatti 2013).

Based on firm-level data from the Czech Republic, Arnold, Javorcik, and Mattoo shows a positive relationship 
between pivotal services sector policy reforms and the performance of domestic firms in downstream manufacturing. 
Liberalization of domestic services—mainly through commercial presence—appears to have contributed to the improved 
performance of the manufacturing sector. In 2017, a large manufacturing sector made up 24.1% of the country’s GDP 
and almost 91% of merchandise exports. 

CAREC = Central Asia Regional Economic Cooperation.
Sources: Ali, A. T. 2016. Malaysia’s Move Toward a High-Income Economy: Five Decades of Nation Building—A View from Within. 
In R. Cherif, F. Hasanov, and M. Zhu, eds. Breaking the Oil Spell: The Gulf Falcons’ Path to Diversification. Washington, DC: International 
Monetary Fund; Woo, M. 2016. Industrial Diversification in Korea: History in Search of Lessons. In Cherif, R., F. Hasanov and  
M.  Zhu, eds. Breaking the Oil Spell: The Gulf Falcons’ Path to Diversification. Washington, DC: IMF, pp.  93–101; Arnold, J. M., 
Javorcik, B. S. and Mattoo, A. 2011. Does Services Liberalization Benefit Manufacturing Firms? Evidence from the Czech Republic. 
Journal of International Economics. 85(1):136–146; Gatti, P. 2013. Tourism, welfare and income distribution: The Case of Croatia. 
Tourism. 61(1):53–71; Cherif, R. and F. Hasanov. 2016. Soaring of the Gulf Falcons: Diversification in the GCC Oil Exporters 
in Seven Propositions. In R. Cherif, F. Hasanov, and M. Zhu, eds. Breaking the Oil Spell: The Gulf Falcons’ Path to Diversification. 
Washington, DC: IMF; Hajdinjak, S. 2014. Impact of Tourism on Economic Growth in Croatia. Enlightening Tourism. A Pathmaking 
Journal. 4(1):30– 51; Hoekman, B. and te Velde, D. W. 2017. Trade in Services and Economic Transformation: A New Development 
Policy Priority. London: Overseas Development Institute; Pavlić, I., M. Š. Tolić, and T. Svilokos. 2015. Tourism, Real Effective 
Exchange Rate and Economic Growth: Empirical Evidence for Croatia. International Journal of Tourism Research. 17:282– 291; 
Woo, M. 2016. Industrial Diversification in Korea: History in Search of Lessons. In Cherif, R., F. Hasanov, and M. Zhu, eds. Breaking 
the Oil Spell: The Gulf Falcons’ Path to Diversification. Washington, DC: IMF; World Trade Organization (WTO). 2015. Trade 
Policy Review: Report by the Secretariat. Mauritius. Geneva: WTO. WT/TPR/S/304/Rev.1; WTO. 2019. Trade Policy Review 
of the East African Community (EAC). Geneva: WTO;World Travel and Tourism Council. 2021. Croatia: 2021. Annual Research: 
Key  Highlights. London: WTTC. Yusof, Z. 2013. Economic Diversification: The Case of Malaysia. New York: Revenue Watch 
Institute; Zafar, A. 2011. Mauritius: An Economic Success Story. Chapter 5 in Punam Chuhan-Pole and Manka Angwafo, eds.  
Yes Africa Can: Success Stories from a Dynamic Continent. Washington DC: World Bank.

Box 1.4  continued  
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Implications of the COVID-19 Pandemic

The COVID-19 pandemic has fundamentally changed the options and priorities that will 
influence the economic prospects of the CAREC countries. The pandemic’s largely unanticipated 
onslaught early in 2020 has wreaked massive damage across the globe. Millions of people have been 
infected by the virus and have died. Efforts to contain the spread have severely dented economies 
and imposed overwhelming pressure on many nations’ health systems. Along with the great social 
hardships, disparities in income and opportunity widened. In 2020, merchandise trade volume 
declined by 5.3%. The drop is even larger in nominal US dollar terms: merchandise goods declined 
by nearly 8% while commercial services exports declined by 20% (WTO 2021). However, economies 
are beginning to rebound in developing Asia. Regional growth is forecast to reach 7.1% in 2021 and 
level out at 5.4% in 2022 (ADB 2021c). A similar recovery is expected in Central Asia as rising world 
commodity prices trigger a resumption in economic activity. The uncertain future course of the 
pandemic will nonetheless continue to pose a threat.  

As CAREC countries attempt to bolster jobs and output at home during the recovery phases, the 
risk may grow that international value chains will be eschewed and resort will be made to tariffs, other 
trade restrictions, and subsidies to promote domestic economic activities. Whatever the short-term gains 
in output and jobs, this will ultimately deprive countries of the significant economic benefits provided by 
specialization. No country’s economy can gain in the long term from turning inward. To do so would put it 
on the path to slower, not greater, growth and development. Trade policy decisions made in the CAREC 
region and the rest of the world will be crucial in determining overall regional and national outcomes. 

Services production and trade have been profoundly affected by the pandemic. The many services 
associated with the trading of goods have seen demand severely contract. Transport, distribution, and 
trade-related financial services will take time to pick up. Tourism and other services that are associated with 
this industry have also been hard hit both worldwide and in most of the CAREC economies. Demand has 
obviously surged for health care services and most countries are struggling to manage a supply shortage.

Nonetheless, new opportunities are emerging, and some services subsectors have benefited 
from the health crisis. These include the financial and insurance services, professional and consulting 
services, audiovisual and other recreational services, and particularly information and communication 
technology (ICT). These subsectors are likely to further evolve and grow because of long-term 
changes in personal and business behaviors, practices, and preferences resulting from the pandemic. 
This  underlines the importance of prioritizing development of the ICT sector across the five 
CAREC 2030 operational clusters, and the importance of implementing the CAREC Digital Strategy 
2030.3 As  CAREC governments face considerable challenges adapting to changed circumstances 
created by the COVID-19 pandemic, regional collaboration and cooperation will provide mutual 
benefits and lighten each country’s burden in managing the shock. Collective actions will also give the 
region more influence over the policies of others beyond CAREC  members. 

3 CAREC Digital Strategy 2030: Accelerating Digital Transformation for Regional Competitiveness. The strategy is intended as 
a catalyst for regional cooperation on digital matters and a mechanism to promote policy design, capacity-building and 
dialogue on the ways social and economic challenges in the region can be addressed with the help of digital technologies. 



Chapter 2

THE ECONOMIC STRUCTURE 
OF CAREC COUNTRIES

Growth of the CAREC economies has generally been strong since the turn of the millennium. 
However, even though the services sector has expanded, it remains underdeveloped in most 
of the CAREC members, as does manufacturing. The energy and/ or mining sectors have 

accounted for the bulk of inward foreign direct investment (FDI) in many countries, and exports are 
concentrated in terms of products and destinations in all of them. Primary commodities dominate the 
merchandise exports of most. The same narrow concentration is seen in services  sector, with transport, 
travel, and construction preponderant for the most part on both the import and export sides. 

Growth and Sector Composition of Gross Domestic Product

The main drivers, services gaining ground. Average annual real GDP growth rates varied 
across the region during the 2001–2020 period—from 3.8% in the Kyrgyz  Republic to 8.7% in the 
PRC—but were considerably higher than the world average (Table 2.1). The energy and/ or mining 
sectors were the main drivers, especially in Azerbaijan, Kazakhstan, Mongolia, Turkmenistan, 
and Uzbekistan. Manufacturing performed well in some countries. Agriculture underperformed 
in comparison with industry and services across the region overall, although it showed healthy 
expansions in several countries, including Mongolia, Tajikistan, and Uzbekistan. The services sector 
made a significant economic contribution. Gross value added grew much faster in the services 
sector (excluding construction) than in agriculture in all CAREC economies, and faster than in the 
manufacturing sector in most. 
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Shifting patterns in national production. This has significantly changed the composition 
of GDP in CAREC countries, with the decline of agriculture share in GDP in all  (Table 2.2).4 
The  share of manufacturing fell in five of the eight CAREC countries for which the time series on 
this indicator is available.5 While the share of the services sector rose in almost all CAREC countries 
(except Uzbekistan), the portion of GDP contributed by the services sector remained substantially 
below the average of Organisation for Economic Co-operation and Development (OECD) 

4 This pattern is consistent with economic theory, which predicts that as a country develops—due to a combination of demand- and 
supply- side factors—the share of agriculture in aggregate output and employment declines, the share of industry first rises and then falls, 
and the share of services increases. The pattern has been observed in many countries since the 19th century (WTO 2019b).

5 In many CAREC countries, the share of manufacturing in GDP fell from an already low base, which is a sign of the phenomenon referred to 
as premature deindustrialization (Rodrik 2016).  

Table 2.1: CAREC Countries—Average Annual Growth Rates of Gross Domestic 
Product and Gross Value Added in Selected Sectors at Constant Prices, 2001–2020 

(%)

Country GDP
Agricultural Value 

Addeda
Manufacturing Value 

Addedb
Services Value  

Addedc

Afghanistand 6.2 3.7 4.7 7.9

Azerbaijan 7.9 4.5 5.9 7.6

China, People’s Republic of 8.7 3.9 … 9.5

Georgia 5.0 1.5e  4.9e  5.4e

Kazakhstan 5.9 4.1 5.4 6.5

Kyrgyz Republic 3.8 2.2 2.6 5.7

Mongolia 6.5 5.3 8.7  5.6f

Pakistan 4.1 2.4 5.2 4.8

Tajikistan 7.5 7.4 … 9.1

Turkmenistan 8.2 … … …

Uzbekistan 6.5 5.3 7.3f 7.0

World 2.5 2.7 2.1g 2.8g

… = data not available, CAREC = Central Asia Regional Economic Cooperation, GDP = gross domestic product.
a  Includes gross value added created in hunting, forestry, and fishing, and corresponds to Sections A and B (Divisions 1–5) of the 

International Standard Industrial Classification of All Economic Activities (ISIC), Revision 3 (United Nations, 1990).
b Corresponds to Section D (Divisions 15 –37) of the ISIC, Revision 3.
c Corresponds to Sections G–Q (Divisions 50–99) of the ISIC, Revision 3.
d Data is for 2003–2020. 
e Data is for 2004–2020. 
f  Data is for 2011–2020.
g Data is for 2001–2019.
Source: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators 
(accessed 10 August 2021).

https://databank.worldbank.org/source/world-development-indicators
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countries.6 The energy and/ or mining industries and the economic activities associated with them—
e.g.,  geological exploration activities, energy and/or mineral product transport, and base metal 
production—accounted for a large percentage of GDP in Azerbaijan, Kazakhstan, the Kyrgyz Republic, 
Mongolia, Tajikistan, Turkmenistan, and Uzbekistan.7

6 There are several reasons for using the OECD countries as a comparator country group. Data on OECD countries are readily available for 
many indicators. Most OECD countries have well-diversified economies, with a good business environment and a vibrant services sector. 
The average OECD performances on many indicators are what CAREC countries should work to match, at least in the medium term.

7 Azerbaijan’s large oil and gas reserves are a major contributor to its economy. Exports from the country contracted by 36.6% in 2020. 
Turkmenistan, a gas-rich country, experienced dramatic decline in external demand and prices for hydrocarbons, which provide more than 
80% of exports and 30% of GDP. Kazakhstan, another major oil producer, saw its exports dive by 19.4% during 2020. Economic shocks like 
the COVID-19 pandemic underline the need for CAREC economies to expand economic diversification in order to be less dependent on 
one export sector and more resilient. (ADB 2021b).

Table 2.2: CAREC Countries—Shares of Selected Sectors in Gross Domestic Product 
at Current Prices, 2000 and 2020 

(%)

Country

Agriculturea Manufacturingb Servicesc

2000 2020 2000 2020 2000 2020
Afghanistan 38.6d 27.0 18.8d   6.0  36.2d 56.1

Azerbaijan 16.1 6.9  5.3   5.8 35.8 42.5

China, People’s Republic of 14.7 7.6  32.0e 26.2 39.8 54.5

Georgia 20.6 7.4 12.2   9.5 53.2 58.6

Kazakhstan 8.1 5.3 16.5 12.7 48.4 55.8

Kyrgyz Republic 34.2 13.5 18.1 17.0 30.0 49.6

Mongolia 27.4 12.1   6.7 10.7 39.2 40.0

Pakistan 25.6 22.7 10.2 11.6 50.3 52.8

Tajikistan 25.1 23.8   …  13.4f 31.5 35.3

Turkmenistan 22.5 10.8f   9.8   … 28.9  47.2f

Uzbekistan 30.1 26.1 … 20.1 37.2 33.5

Comparator country groups

OECD countries 1.9 1.4f 17.0 12.8f 65.8 70.1f

… = data not available, CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and 
Development.
a  Includes hunting, forestry, and fishing and corresponds to Sections A and B (Divisions 1–5) of the International Standard Industrial 

Classification of All Economic Activities (ISIC), Revision 3 (United Nations, 1990).
b  Corresponds to Section D (Divisions 15–37) of the ISIC, Revision 3. Includes manufacture of basic metals, which makes up substantial 

proportions of gross value added created by manufacturing in Georgia, Kazakhstan, the Kyrgyz  Republic, Mongolia, Tajikistan, and 
Uzbekistan. Also note that manufacturing excludes Section C (mining and quarrying), Section E (electricity, gas, steam; water), and 
Section F (construction); thus, the sum of sectoral shares in gross domestic product is less than 100%.

c Corresponds to Sections G to Q (Divisions 50–99) of the ISIC, Revision 3.
d Data is for 2002. 
e Data is for 2004. 
f  Data is for 2019.
Source: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators 
(accessed 10 August 2021).

https://databank.worldbank.org/source/world-development-indicators
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Services subsector performance. Growth in services has varied substantially between 
subsectors. Gross value added created in retail and wholesale trade, hotels, restaurants, transport, 
storage, and communication grew faster than in other services subsectors in most CAREC countries. 
CAREC countries’ “other services” subsector has lower gross value added created compared with 
global and OECD averages (Table 2.3). The share of these “other services”—comprising the financial 
and insurance, computer and information-related, professional and consulting, audiovisual and other 
recreational services—is likely to improve. Amid the pandemic, global trade of “other commercial 
services”—such as financial services, business services, and charges for the use of intellectual 
property— have avoided large declines and even increased by 6% in the first quarter of 2021 due to 
widespread adoption of technologies (e.g., remote work) (WTO 2021).  

Table 2.3: CAREC Countries—Share of Selected Service Industries in Gross Value 
Added Created in the Services Sector, 2000 and 2019  

(%)

Country  

Wholesale and Retail 
Trade, Restaurants 

and Hotelsa 
Transport, Storage, 

and Communicationb  Other Servicesc 

2000  2019  2000  2019  2000  2019 

Afghanistan  21.8  19.0  41.6  14.4  36.6  66.6 

Azerbaijan  18.7  33.2  33.6  21.0  47.8  45.9 

China, People’s Republic of  26.1  21.5  15.6    8.1  58.4  70.4 

Georgia  27.3  27.5  25.5  13.6  47.3  58.9 

Kazakhstan  26.9  32.6  23.7  18.0  49.4  49.4 

Kyrgyz Republic  42.9  39.7  13.1    2.7  44.0  47.6 

Mongolia  34.2  26.2  21.3    6.2  44.5  57.6 

Pakistan  36.8  33.7  22.0  19.3  41.2  47.0 

Tajikistan  34.5  36.9  15.1  20.5  50.4  42.6 

Turkmenistan  10.0  11.8  18.8  18.0  71.2  70.3 

Uzbekistan  30.0  18.1  21.1  20.1  49.0  61.8 

Comparator country group 

World  22.2  20.8  13.4  12.8  64.4  66.4 

OECD countries  21.5  19.2  13.3  13.2  65.2  67.5 

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development. 
a Corresponds to Sections G–H (Divisions 50–52 and 55) of the ISIC, Revision 3.
b Corresponds to Section I (Divisions 60–64) of the ISIC, Revision 3.
c Corresponds to Sections J–P (Divisions 65–99) of the ISIC, Revision 3.
Source: United Nations Conference on Trade and Development. UNCTADStat. https://unctadstat.unctad.org/wds/TableViewer/tableView.
aspx (accessed 10 August 2021).

https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx
https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx
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Sector Composition of Employment

The sector composition of overall employment changed even more than that of GDP in the 
CAREC countries during 2001–2019 (Table 2.4). According to the International Labor Organization 
estimates, the role of agriculture in employment diminished across the CAREC economies, while 
manufacturing’s contribution increased in most countries. The share of the services sector increased in 
every country and by more than 10 percentage points for seven CAREC members. However, the share 
of services in total employment for CAREC countries was relatively smaller than the OECD average. 

Table 2.4: CAREC Countries—Share of Selected Sectors in Employment, 
2000 and 2019 

(%)

Country 

Agriculturea Manufacturingb Servicesc

2000 2019 2000 2019 2000 2019

Afghanistan 65.8 42.5 3.9 8.1 24.7 39.0

Azerbaijan 41.0 36.0 4.6 5.3 48.1 49.2

China, People’s Republic of 50.0 25.3 19.2 19.5 27.5 47.2

Georgia 52.2 38.2 6.0 5.8 38.0 47.6

Kazakhstan 36.4 14.9 7.8 6.8 47.3 64.2

Kyrgyz Republic 53.1 19.3 6.4 12.6 36.5 55.3

Mongolia 48.6 25.3 6.8 7.9 37.2 53.1

Pakistan 43.0 36.9 14.2 16.2 36.1 38.1

Tajikistan 59.4 44.7 4.8 5.6 24.1 39.5

Turkmenistan 34.3 20.7 30.7 31.8 31.0 39.5

Uzbekistan 39.1 25.7 13.0 12.3 39.4 51.3
Comparator country groups

Upper-middle-income countries 40.9 21.6 17.7 16.8 36.5 53.1

OECD countries 6.8 4.8 … … 65.8 72.6
… = data not available, CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and 
Development.
a  Includes hunting, forestry, and fishing and corresponds to Sections A and B (Divisions 1–5) of the International Standard Industrial 

Classification of All Economic Activities (ISIC), Revision 3 (United Nations, 1990). 
b  Corresponds to Section D (Divisions 15–37) of the ISIC, Revision 3. It does not include Section C (mining and quarrying), Section E (electricity, 

gas, steam; water) or Section F (construction).
c  Corresponds to Sections G–Q (Divisions 50–99) of the ISIC, Revision 3 (United Nations, 1990). 
Sources: International Labor Organization. ILOStat. https://www.ilo.org/shinyapps/bulkexplorer9/?lang=en&segment=indicator&id=EMP
_2EMP_SEX_ECO_NB_A; and World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-
indicators (accessed 10 August 2021).

https://www.ilo.org/shinyapps/bulkexplorer9/?lang=en&segment=indicator&id=EMP_2EMP_SEX_ECO_NB_A
https://www.ilo.org/shinyapps/bulkexplorer9/?lang=en&segment=indicator&id=EMP_2EMP_SEX_ECO_NB_A
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
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Employment by services subsector. The employment patterns by service subsector in 
CAREC countries differs significantly from those found in high-income countries. Excluding the 
Kyrgyz Republic and the PRC, accommodation and food services play a smaller part in overall services 
sector employment than in upper- and high-income countries (Table 2.5). This is also observed 
in financial, insurance, and business services throughout the CAREC region. There are indications 
of underdevelopment in tourism and many modern services industries.8 Meanwhile, the share of 
education services in employment for most CAREC countries—generally higher compared with other 
country groups—could indicate good access to education in the region.

Inflows of Foreign Direct Investment  

FDI inflows to CAREC countries were generally strong during 2001–2019. In all CAREC countries 
except Afghanistan, Pakistan, and Uzbekistan, the average ratio of FDI inflows to GDP was higher 
than in the world overall (Figure 2.1). Inward FDI stock in 2019 for Azerbaijan, Georgia, Kazakhstan, 
the Kyrgyz Republic, Mongolia, and Turkmenistan was also higher than the global average. 

8 The share of tourism-related and modern services in CAREC countries’ total exports of services is relatively small. Modern services include 
information and communication, telecommunication, financial intermediation, banking, insurance, computer services, and business and 
legal services. In comparison, the traditional services are those involving retail and wholesale trade, transport and storage, and personal and 
social services (ADB 2013).  
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Figure 2.1: CAREC Countries—Selected Indicators of Inward Foreign 
Direct Investment, 2001–2019 

(% of GDP)

CAREC = Central Asia Regional Economic Cooperation, FDI = Foreign Direct Investment, GDP = Gross Domestic Product, PRC = People’s 
Republic of China.
Sources: United Nations Conference on Trade and Development. UNCTADStat. https://unctadstat.unctad.org/wds/TableViewer/
tableView.aspx; and World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-
indicators (accessed 23 August 2021). 

https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx
https://unctadstat.unctad.org/wds/TableViewer/tableView.aspx
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
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Table 2.5: CAREC Countries—Share of Service Industries in Total Employment in Services Sector, 2019 
(%)

 Country

Wholesale and 
Retail Trade; 

Repair of Motor 
Vehicles and 
Motorcycles

Transport, 
Storage, and 

Communication

Accommodation 
and Food Service 

Activities

Financial 
and 

Insurance 
Activities

Real estate; 
Business and 

Administrative 
Activities

Public 
Administration 

and Defence; 
Compulsory 

Social Security Education

Human 
Health 

and Social 
Work 

Activities
Other 

Services

Afghanistan 28.0 15.8 1.1 0.2 2.5 15.7 3.5 26.8 6.4

Azerbaijan 29.3 11.1 3.3 1.1 9.8 11.6 15.7 7.8 10.3

China, People’s Republic of 32.2 9.5 9.9 3.1 6.9 11.5 10.4 5.3 11.2

Georgia 24.5 12.6 6.1 3.8 5.7 11.7 19.2 7.5 8.9

Kazakhstan 23.0 14.6 3.8 3.8 10.9 8.9 18.8 8.4 7.8

Kyrgyz Republic 28.4 17.2 11.2 2.8 4.6 7.3 16.5 7.4 4.7

Mongolia 26.4 12.2 6.0 4.0 6.5 14.1 15.8 7.3 7.9

Pakistan 40.1 16.8 5.3 1.5 4.2 6.9 11.3 4.3 9.7

Tajikistan 27.2 14.4 3.6 2.9 2.9 11.7 20.9 10.4 5.9

Turkmenistan 29.9 12.4 1.7 2.3 6.7 13.0 17.1 9.1 7.7

Uzbekistan 19.2 9.6 4.2 1.0 3.2 11.4 13.5 7.2 30.7

Comparator country groups

World 29.3 12.0 8.1 3.1 9.1 8.5 10.6 8.1 11.1

Upper-middle- income 
countries 31.2 10.3 9.4 2.9 8.2 10.0 10.5 6.0 11.7

High-income countries 18.7 11.9 7.9 4.6 14.3 7.6 10.7 16.1 8.4

CAREC = Central Asia Regional Economic Cooperation. 
Source: International Labor Organization. ILOStat. https://www.ilo.org/shinyapps/bulkexplorer35/?lang=en&segment=indicator&id=EMP_2EMP_SEX_ECO_NB_A  (accessed 10 August 2021).

https://www.ilo.org/shinyapps/bulkexplorer35/?lang=en&segment=indicator&id=EMP_2EMP_SEX_ECO_NB_A
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Foreign direct investment patterns. FDI inflows were concentrated in the energy and/or 
mining sectors in most CAREC countries. The energy sector accounted for the bulk of incoming FDI in 
Azerbaijan, Kazakhstan, and Turkmenistan, for instance (ADBI 2014; Ganiev 2019; Madhur 2016). 
So did the mining sector in Mongolia. Elsewhere, the inflows were more diversified as in Georgia, the 
Kyrgyz Republic, Pakistan, and the PRC. In Georgia, for example, the transport and communication, 
finance, and hotels and restaurants sector accounted for two-fifths of cumulative FDI inflows during 
2007–2018 (Figure 2.2). More than one-third of the cumulative FDI flowing into the Kyrgyz Republic 
during 2011–2018 went to the financial services and geological exploration activities (Figure 2.3). 

Figure 2.2: Georgia—Sector Distribution of Cumulative FDI Inflows, 2007–2018 
(%)

Figure 2.3: Kyrgyz Republic—Sector Distribution of Cumulative FDI Inflows, 
2011–2018 

(%)

Source: National Statistics Office of Georgia. https://www.geostat.ge/en (accessed September 2020).

Source: National Statistics Committee of the Kyrgyz Republic. http://stat.kg/en/ (accessed September 2020).

Energy and mining

Manufacturing

Construction

Transport and communication

Finance
Hotels and restaurants

Real estate

Other sectors

16.6

11.6

9.6

23.2

11.2

6.9

9.2

11.7

5.6

38.8

5.94.04.9

13.5

24.2

3.0
Mining and quarrying

Manufacturing (including gold production)

Electricity, gas, steam, and air conditioning supply

Construction

Wholesale and retail trade; repair of motor vehicles, and motorcycles

Finance and insurance activities

Professional, scientific, and technical activities

Other sectors

https://www.geostat.ge/en
http://stat.kg/en/


20 Developing the Services Sector for Economic Diversification in CAREC Countries

Aggregate Exports and Imports of Goods

Merchandise exports and imports grew at higher than world average rates during 2001–2020 in 
almost all CAREC countries. The exceptions were Pakistan’s and Tajikistan’s exports and Turkmenistan’s 
imports (Table 2.6). In the CAREC-10 countries (in this study, refer to all CAREC members except the 
PRC), the rise in merchandise exports came largely (or even mostly) in the form of increases in exports of 
primary commodities such as oil, gas, coal, ores, metals, vegetables, and fruits. Growth of manufactured 
exports significantly contributed to the rise of merchandise exports in Georgia, Pakistan and the PRC.   

Limited role of merchandise exports and imports in economies. Between 2000 and 2020, 
the ratio of merchandise exports and imports to GDP rose only in Azerbaijan, Georgia, Pakistan, and 
Uzbekistan and fell substantially elsewhere (Table 2.6). The decline in Tajikistan was largely due to 
the reclassification of aluminum from the merchandise to the manufacturing services category and 
the exclusion of imports of aluminum from merchandise imports. The discontinuation of exports of 
natural gas to the Russian Federation and the decline in merchandise imports that resulted reduced 

Table 2.6: CAREC Countries—Selected Indicators of Merchandise 
Exports and Imports, 2000–2020 

(%)

Country

Cumulative Change in Value of Exports 
and Imports During 2001–2020 

(%)

Ratio of Exports  
and Imports to GDP 

(%)

Exports Imports 2000 2020

Afghanistan 471.5 450.6 62.9a 36.6

Azerbaijan 687.4 815.6 55.3 57.4

China, People’s Republic of 939.8 813.3 39.2 31.6

Georgia 934.7 1,029.9 33.8 71.4

Kazakhstan 427.1 638.5 75.7 49.3

Kyrgyz Republic 284.5 560.2 78.1 73.0

Mongolia 1,313.4 760.8 101.2 97.9

Pakistan 143.4 322.0 24.2 25.7

Tajikistan 134.1 360.7 169.7 60.4

Turkmenistan 184.1 80.6 147.8 27.8b

Uzbekistan 371.5 642.3 40.1 57.7

Comparator country groups

World 172.3 167.7 39.0 42.7

OECD countries 119.6 117.5 35.1 42.1

CAREC = Central Asia Regional Economic Cooperation, GDP = gross domestic product, OECD = Organisation for Economic Co-operation 
and Development.
a Data is for 2002.  
b Data is for 2019.
Source: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators  
(accessed 10 August 2021).

https://databank.worldbank.org/source/world-development-indicators
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the ratio in Turkmenistan. The ratio varied widely across the CAREC countries in 2020. It stood at 
25.7% in Pakistan and reached 97.9% in Mongolia. Overall, however, the ratio was low in most of the 
CAREC member states compared with many countries of a similar size that have open economies.  

Composition and Direction of Exports of Goods

The merchandise exports of most CAREC countries are concentrated in terms of commodity 
composition and geographic distribution. The product concentration index for merchandise exports 
is greater than 20 in all the CAREC-10 countries. Their top five markets account for more than 30% of 
the merchandise exports from all 11 CAREC members (Figure 2.4). 

Dominance of primary commodities. Primary commodities make up more than half of 
merchandise exports in all but two CAREC countries.9 Because a few primary commodities dominate 
exports of most CAREC countries, most of them rank low in the Economic Complexity Index 

9 The principal primary commodities and commodity groups in the merchandise exports of CAREC countries are: horticulture products 
(Afghanistan, Azerbaijan, Georgia, the Kyrgyz  Republic, Pakistan, Tajikistan, and Uzbekistan); cotton fiber (Pakistan, Tajikistan, 
Turkmenistan, and Uzbekistan); cereals (Kazakhstan and Pakistan); livestock products (Kazakhstan and Mongolia); crude oil (Azerbaijan 
and Kazakhstan); natural gas (Turkmenistan and Uzbekistan); coal (Afghanistan and Mongolia); ores and metals (Afghanistan, Georgia, 
the Kyrgyz Republic, Mongolia, Tajikistan, and Uzbekistan); and uranium (Kazakhstan and Uzbekistan). See also CAREC Trade Information 
Portal for data on each CAREC country’s top exports and imports and their markets. https://trade.carecprogram.org/.  

Figure 2.4: CAREC Countries—Product Concentration Index for Exports 
and Share of Top Five Markets in Merchandise Exports, 2020

CAREC = Central Asia Regional Economic Cooperation, PRC = People’s Republic of China. 
Notes: The product concentration index ranges from 0 to 100, with a greater number corresponding to a higher level of product 
concentration. 
Sources: International Monetary Fund. Direction of Trade Statistics. https://data.imf.org/regular.aspx?key=61013712; and United 
Nations Conference on Trade and Development. UNCTADStat. https://unctadstat.unctad.org/wds/ReportFolders/reportFolders.
aspx (accessed 10 August 2021). 

0
10
20
30
40
50
60
70
80
90

100

Afghanist
an

Azerbaijan
PRC

Georgia

Kazakhsta
n

Kyrgyz Republic

Mongolia

Pakist
an

Tajikist
an

Turkmenist
an

Uzbekist
an

Product Concentration Index of Exports Share of Top Five Markets in Merchandise Exports (%)

https://trade.carecprogram.org/
https://data.imf.org/regular.aspx?key=61013712
https://unctadstat.unctad.org/wds/ReportFolders/reportFolders.aspx
https://unctadstat.unctad.org/wds/ReportFolders/reportFolders.aspx


22 Developing the Services Sector for Economic Diversification in CAREC Countries

Figure 2.5: CAREC Countries—Ranking in Economic Complexity Index, 2019

CAREC = Central Asia Regional Economic Cooperation, PRC = People’s Republic of China.
Notes: Economic complexity is a measure of the knowledge in a society as expressed in the products it makes. The economic complexity 
of a country is calculated based on the diversity of exports a country produces and their ubiquity, or the number of the countries able 
to produce them (and those countries’ economic complexity). The Economic Complexity Index covers 133 countries and excludes 
Afghanistan. 
Source: Center for International Development of Harvard University. Atlas of Economic Complexity. https://atlas.cid.harvard.edu/
rankings (accessed 28 August 2021).
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(Figure  2.5). Manufactured goods outstrip primary commodities in the PRC’s export basket, and 
labor- and resource-intensive manufacturers account for most of merchandise exports in Pakistan. 
Technology-intensive goods comprise a smaller portion of merchandise exports in all the CAREC-10 
countries than they do on average in OECD nations (Table 2.7). 

Table 2.7: CAREC Countries—Composition of Merchandise Exports 
by Product Groups, 2020 

(%)

Country  
Primary 

Commoditiesa

Manufactured Goods

Labor- and 
Resource-
Intensive

Low-Skill- and 
Technology-

Intensive

Medium-Skill- 
and Technology-

Intensive

High-Skill- and 
Technology-

Intensive

Afghanistan 94.4 1.6 0.3 1.0 0.8

Azerbaijan 96.2 0.6 0.5 0.5 2.1

China, People’s Republic of 5.6 19.6 9.3 27.5 37.0

Georgia 55.8 4.4 10.2 17.6 12.0

Kazakhstan 83.9 0.6 8.2 1.1 6.1

Kyrgyz Republic 82.4 8.9 1.5 5.0 2.2

continued on next page

https://atlas.cid.harvard.edu/rankings
https://atlas.cid.harvard.edu/rankings
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Aggregate Exports and Imports of Services

The significant contribution made by the services sector to CAREC countries’ GDP growth during 
2000– 2019 was to be expected as incomes grew, and economies diversified. The services sector has 
become a more important factor in overall employment in the vast majority of CAREC countries as well.

Modern services growth relatively slow. Performance has varied considerably by services 
subsector. Growth of the more modern services subsectors, such as financial and business services, 
has been slower than that in the subsectors less associated with diversified economies. This is also 
reflected to some extent by observable patterns in services trade flow data, with changes expected 
due to COVID-19. Gross exports and imports by individual CAREC countries in the major services 
categories are primarily associated with production—in other words, intermediate services that 
typically contribute value to other services subsectors and sectors of the economy. However, the 
contribution of services to production may be statistically underreported. This presents a problem for 
countries undertaking evidence-based policy making (Box 2.1). 

Concentrated exports, volatile prices. Considerable fluctuation is discernible in export and 
import performance between the selected years of 2005, 2008, 2012, 2015, and 2019 (Appendix 1). 
The data are in current price terms. This means that they reflect price and output developments at 
home as well as changes in world prices. Prices tend to be particularly volatile in the mainstay product 
lines of most CAREC economies—namely, commodities and raw materials. Exogenous price volatility 
is one reason diversification is a major policy objective of the CAREC countries.

Country  
Primary 

Commoditiesa

Manufactured Goods

Labor- and 
Resource-
Intensive

Low-Skill- and 
Technology-

Intensive

Medium-Skill- 
and Technology-

Intensive

High-Skill- and 
Technology-

Intensive

Mongolia 98.3 1.1 0.2 0.2 0.2

Pakistan 25.0 63.5 1.5 2.9 6.9

Tajikistan 84.1 7.4 1.4 1.3 1.9

Turkmenistan 93.6 3.1 0.2 0.3 2.4

Uzbekistan 73.1 14.8 1.4 3.0 7.5

Comparator country group

OECD countries 23.4 6.9 6.4 29.0 29.9

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development.
a Includes precious stones and nonmonetary gold.
Note: The sum of the shares of the product groups included in the table may not add up to 100% because some goods are not included in 
any of these groups. 
Source: United Nations Conference on Trade and Development. UNCTADStat. https://unctadstat.unctad.org/wds/ReportFolders/
reportFolders.aspx?sCS_ChosenLang=en (accessed 10 August 2021). 

Table 2.7  continued  
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Box 2.1: Identifying Services Inputs

The services sector’s characteristics are often intangible and highly customized, which makes hard data sparse. 
The result is a lack of specific data and precise understanding of the contribution made by services to value. 

Value added by services may be underestimated. Services inputs are often hidden in statistical calculations 
and categories. Any product that goes to market for consumption as either an intermediate input or a final offering will 
generally be a bundle of goods and services. Yet statistics generally aggregate the values of these two different sources 
under the single rubric of goods. The value that services inputs contribute dissolves statistically into an overall stated 
value considered to be that of goods. 

An example of underestimation. Think, for example, of the machinery repair and maintenance services and the 
accounting and advertising services that can go into a business running a clothing factory. Unless these services are 
supplied by arms-length providers and recorded separately as final products, they will be incorporated statistically in 
the value attributed to the clothing goods end products themselves. This is one reason that data on goods and services 
are sensitive to changes in economic structures and particularly to the degree of specialization that occurs, resulting in 
arms-length transactions that are recorded separately in statistics.  

Potential for reverse misclassification. The same type of misclassification, where services are counted as 
goods, can also occur. Think, for example, of a bakery owned by a hotel that makes bread and cakes for sale on its 
premises. In this case the output of cake and bread may be classified as part of what the hotel produces and recorded 
as value attributable to hotel services.  

Classifications in trade data. Accurately determining and reporting data on the sources of value in recorded 
trade flows can be a particular challenge. This is due to the use of different statistical conventions traditionally used 
for recording goods and services. 

One way of measuring gross domestic product (GDP) is as follows: GDP = C + I + G + X – M, where C is 
consumption, I is investment, G is government expenditure, X is exports, and M is imports. Consumption, investment, 
and government expenditure are all measured in terms of the value that each of these elements of national economic 
activity was worth in the year concerned. They are, in other words, value-added numbers. By contrast, the values 
entering the national accounts for exports and imports are gross values.

Because the overall export figure includes and is inflated by the value that was imported, it does not on its own 
accurately reflect what exports have contributed to the domestic economy. Hence, the need to subtract imports in 
the national account’s calculation. That is an aggregated figure, however; and until recently, very little disaggregated, 
product-level information on the sources and value of inputs entering trade was available.

New datasets (OECD 2013; Timmer 2012) based on value-added measures identify the services content of 
production, trade, and consumption by precisely identifying the sources of value. Measured in the traditional way, 
services are estimated to account for about 25% of trade. This is a gross figure. When sources of value are netted out, 
however, this number roughly doubles and, due to the disaggregation challenges, is still likely to be underestimated. 
Case study work that seeks to disaggregate further than is possible with macro datasets demonstrates how significant 
the services components of production and trade can be. A sample of firm-level case studies undertaken in Asia 
over 2 years (Low and Pasadilla 2016), showed that 22 firms in a wide array of industries had supply chains through 
which 37– 74 discrete service activities were adding value. The value of these services frequently exceeded the share 
accounted for by goods on the production side.

Sources: Low, P., and G. Pasadilla. 2016. Services in Global Value Chains: Manufacturing-Related Services. Singapore: World 
Scientific; OECD. 2013. The OECD–WTO Trade in Value Added (TiVA) database. https://www.oecd.org/sti/ind/TIVA_
stats%20flyer_ENG.pdf; Timmer, Marcel. 2012. The World Input–Output Database (WIOD): Contents, Sources and Methods. 
10.13140/RG.2.1.2863.8802.

https://www.oecd.org/sti/ind/TIVA_stats%20flyer_ENG.pdf
https://www.oecd.org/sti/ind/TIVA_stats%20flyer_ENG.pdf
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Growth in services exports uneven. Services exports by the CAREC countries overall 
posted  growth albeit at varying rates during 2005–2019. Average annual rates cascade from highs 
of about 15% for Afghanistan, 13% for Georgia, 12% for Azerbaijan, 11% for Uzbekistan and the 
Kyrgyz Republic, and 9% for Kazakhstan to 8% for Mongolia, 6% for Turkmenistan, 4% for Tajikistan, 
and 3% for Pakistan. 

Services import growth also mixed. The highest annual average import growth rates over 
the period were in Uzbekistan at about 18% and Mongolia at about 14%. Next came Turkmenistan and 
Georgia at around 10%, the Kyrgyz Republic at 9%, Afghanistan and Azerbaijan at 6%, and Tajikistan 
at 5%. The lowest expansion rates were those of Kazakhstan at 3% and Pakistan at 2%. Some but not 
all the faster growing countries were operating from a lower quantitative base, although this was less 
true of Turkmenistan.

Caveat on compounded average rates. It should be noted that the calculation of compound 
average growth rates relies on the first and last recorded values for the year range under consideration. 
It tells a reliable story only when the trend is uninterrupted throughout the period. Because of widely 
fluctuating commodity prices and other factors hindering growth at certain times during 2005–2019, 
the average rates for the period conceal the full picture of services export and import development 
and can be misleading. Figure 2.6 and Figure 2.7 show how export and import earnings fluctuated 
within the period. 

Figure 2.6: Exports of Services in CAREC, 2005–2019 
($ million)

CAREC = Central Asia Regional Economic Cooperation.
Source: World Trade Organization. Balanced International Trade in Services Extended Balance of Payments Services  2010. 
 https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed March 2021).
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Composition of Exports and Imports of Services

Export patterns concentrated and current account deficits common. Certain patterns 
appear commonly in the composition of services exports and imports across the CAREC countries. 
One leading export services subsector is transport. This is the case for CAREC-10. Other relatively 
significant services are travel (Azerbaijan, Georgia, Kazakhstan, the Kyrgyz  Republic, Mongolia, 
Turkmenistan, and Uzbekistan); construction (Afghanistan); ICT (Pakistan and Uzbekistan); and 
other business services (Afghanistan, Azerbaijan, Kazakhstan, the Kyrgyz  Republic, Mongolia, 
Pakistan, and Turkmenistan). In recent years, nine CAREC countries (for which data were available 
and presented in Appendix 1) have run services current account deficits—sometimes very large ones. 
The two exceptions are Georgia and Uzbekistan.

A lack of modern services imports. Four subsectors dominate CAREC countries’ services 
imports: transport (CAREC-10); travel (Azerbaijan, Georgia, Kazakhstan, the Kyrgyz  Republic, 
Mongolia, Pakistan, Turkmenistan, and Uzbekistan); construction (Azerbaijan, Kazakhstan, Mongolia, 
and Tajikistan); and other business services (Azerbaijan, Kazakhstan, the Kyrgyz Republic, Mongolia, 
Pakistan, and Turkmenistan). Except for some business services, these are not the services, such as 
ICT and financial services, generally considered modern and features of diversified economies. This can 
reflect either the high concentration of natural resource- dependent manufacturing economies or a 
domestic supply of these modern services. The former explanation predominates in the CAREC region.

Figure 2.7: Imports of Services in CAREC, 2005–2019 
($ million)

CAREC = Central Asia Regional Economic Cooperation.
Source: World Trade Organization. Balanced International Trade in Services Extended Balance of Payments Services  2010. 
 https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed March 2021).
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Services Trade by Mode of Supply 

An experimental dataset recently developed by the World Trade Organization (WTO) 
identifies services trade transactions by mode of supply. This trade in services data by mode of supply 
database (TISMOS) is still a work in progress. In line with the General Agreement on Trade in Services 
(GATS), transactions are identified under TISMOS as belonging to one of four modes. Mode 1 supply 
covers cross-border service transactions that are analogous to goods trade transactions. When a 
service is transacted or consumed in the jurisdiction of the supplier, the transaction comes under 
Mode 2. This kind of transaction can involve the physical movement of consumers, such as in tourism 
services, certain kinds of educational offerings, virtual movement such as online distance education, 
or the consumption by foreigners of financial services in another jurisdiction. The country reporting 
Mode 2 service transactions is recording exports, not imports. Modes 3 and 4 deal with the movement 
of factors of production across frontiers and expand beyond WTO rules governing physical goods. 
Mode 3 covers cross-border investment by juridical persons, that is, capital investment in services 
enterprises. The temporary cross-border movement of natural persons—in other words, of individual 
service suppliers employed in a services enterprise—falls under Mode 4.

Economies partly shaped by exports. Appendix 2 divides the data on imports and exports 
of CAREC-10 countries in 2017 into the four modes of supply. Figures 2.8 and 2.9 provide the overall 
picture. On the export side, the available data illustrates the role of trade in influencing the economic 
structures of CAREC countries. The services export numbers are quite modest, particularly at the 
subsector level. The one exception is the Mode 2 export of tourism and business travel services, 
which makes a nontrivial contribution to the economies of Azerbaijan, Georgia, Kazakhstan, the 
Kyrgyz  Republic, and Mongolia. Some CAREC countries also record relatively modest exports of 
transport services, which may be linked to tourism.

Figure 2.8: Services Export by Mode of Supply, 2017 
($ million)

Source: World Trade Organization. Trade in Services Data by Mode of Supply. https://www.wto.org/english/res_e/statis_e/trade_
datasets_e.htm (accessed September 2020).
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Mode 1 exports of transport, financial, ICT, business, distribution, and health and education 
services accounted for comparatively small segments of overall export value in 2017. Modes 3 and 4 
contributions were slight except in Kazakhstan and Uzbekistan. The bulk of the services exports, aside 
from Mode 1 tourism services, likely went to other CAREC countries rather than beyond. Appendix 3 
illustrates the importance of the services sector, particularly business-related services for exports and 
economic diversification.   

Economies reflected by imports that indicate diversification potential. Modes 1 and 3 
dominate services imports by a large margin. Mode 1 values slightly exceeded those of Mode 3 in most 
countries. The value of Mode 3 imports  in the financial, ICT, and construction services subsectors can 
be viewed as indications of a diversification process. These subsectors are the backbone of potential 
diversification into manufacturing. Financial and ICT services accounted for significant shares of Mode 3 
imports in almost all the CAREC countries. Construction services were important imports for Azerbaijan, 
Kazakhstan, and the Kyrgyz Republic. While they may not be among the modern services, transport 
services that also figured prominently in Kazakhstan and Pakistan, and the substantial distribution 
services imports of most CAREC economies, are increasingly supplied by enterprises established 
in- country and add to GDP and jobs.

Mode 2 imports depend on foreign demand. Mode 2 service imports are best thought 
of as exports. They will benefit the importing party less if they involve short-term consumption—
by a country’s tourists in a foreign country, for example—than if they are long-term human capital 
imports such as the consumption of a trading partner’s education and health services. Most CAREC 
countries import tourism services. Several also consume imported education services. However, 
these constitute small parts of the overall picture. 

Figure 2.9: Services Import by Mode of Supply, 2017 
($ million)

Source: World Trade Organization. Trade in Services Data by Mode of Supply. https://www.wto.org/english/res_e/statis_e/trade_
datasets_e.htm (accessed September 2020).
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Mode 4 is mainly construction and business services. Mode 4 imports—the temporary 
presence in a country of individual service suppliers from abroad—also constitute a small share. 
Predictably, these service suppliers are most evident in construction and business. Azerbaijan, 
Kazakhstan, Mongolia, and Tajikistan imported construction workers in 2017. The most significant 
business services importers were Azerbaijan, Kazakhstan, Mongolia, Pakistan, Turkmenistan, 
and Uzbekistan. Most other CAREC countries imported the above-mentioned services as well, 
but in smaller quantities. Some also imported Mode 4 ICT, maintenance and repair, research and 
development, and personal services. 



Chapter 3

KEY SERVICES SUBSECTORS 
AND INDUSTRIES FOR 

ECONOMIC DIVERSIFICATION 
IN CAREC COUNTRIES

The services sector encompasses a broad range of economic activities. Service activities differ 
in how much they can contribute to economic diversification, job creation, productivity 
growth, and economic development. Modern service activities such as information and 

telecommunication services create fewer jobs but contribute more to technical progress and 
productivity growth than traditional service industries such as transport and retail trade. They also 
require more skilled labor than the traditional service industries (Asian Development Bank Institute 
2019; International Monetary Fund 2018b). 

CAREC countries should promote robust development of the services sector. However, 
they also need to pay particular attention to service industries critical for economic diversification 
and development. As they do so, they need to strike a balance between the labor-intensive service 
industries that create more jobs and the knowledge-intensive service industries that contribute more 
to technical progress and productivity growth. 

Seven key categories. Figure 3.1 shows the services subsectors found to be important to economic 
diversification in CAREC countries: (i) telecommunication and information services, including software 
development and data processing; (ii) financial services, including insurance and other nonbank services; 
(iii) education and research and development services, including agricultural extension services, vocational 
training, scientific research and development, and market research; (iv) tourism-related services, including 
passenger transportation services; (v)  freight transportation and storage services, including logistics 
services and cold storage services for horticulture products; (vi) quality testing and certification services, 
including those for food; and (vii) other agriculture- related services.

The seven subsectors in Figure 3.1 were identified based on the study’s consideration of 
international experience with economic diversification through the development of the services sector; 
development priorities of CAREC countries; the potential of various service industries to contribute to 
job creation, productivity growth, and economic diversification in line with the development priorities 
of CAREC countries; and global and regional developments and trends that will affect demand for 
various services over the medium and long term (see also Chapter 1).
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Certain services subsectors—those referred to sometimes as producer or business services—
are critical to the proper functioning of the entire economy. The services they provide are used as 
inputs by almost every other sector. Thus, these services subsectors or industries must function 
efficiently for the rest of the economy to perform well.10 Transport, telecommunications, finance, 
and water and electricity distribution are prime examples. 

Telecommunication and Information Services 

Telecommunication and information services play a leading role in the adoption and diffusion 
of many new technologies, including digital technologies. By doing so, they foster technical progress 
and productivity growth. In many countries (including Germany, India, and the United States), total 
factor productivity increased more in information and communication services than in manufacturing 
during 2006–2015 (ADBI 2019; WTO 2019b). In countries such as Estonia and India, rapid 

10 Another dimension of the critical role of the business services is their part in determining the productivity of the fundamental factors of 
production, such as labor and capital, that generate knowledge, goods, and other services (Francois and Hoekman 2010).

Figure 3.1: Key Services Subsectors for Economic Diversification 
in CAREC Countries

CAREC = Central Asia Regional Economic Cooperation.
Source: ADB.
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development of such services contributed in a major way to diversifying the structure of production 
and exports. These  services have spearheaded digital transformation of economies and societies 
around the world. Owing to the widespread adoption of digital technologies, international trade has 
become extensive not only in telecommunication and information services, but in many other services 
as well (WTO 2019b). 

Telecommunication and information services have been one of the fastest-growing 
industries in most CAREC countries. The expansion of wireless telecommunication services has 
been particularly swift. The mobile cellular subscription rate in many CAREC countries is now higher 
than the average for OECD countries (Table 3.1). The fixed broadband subscription rate and/or the 
percentage of the population using the internet are also relatively high in some CAREC countries 
(e.g., Azerbaijan, Georgia, Kazakhstan, and the PRC).

Table 3.1: CAREC Countries—Selected Indicators of Development 
of Communication Services, 2019

Country

Fixed Telephone 
Subscriptions  

(per 100 people)

Mobile Cellular 
Subscriptions  

(per 100 people)

Fixed Broadband 
Subscriptions  

(per 100 people)

Individuals Using 
the Internet  

(% of population)

Afghanistan 0.4 59.4 <0.1 11.5a

Azerbaijan 16.7 107.0 19.3 81.1

China, People’s Republic of 13.3 121.8 31.3 54.3a

Georgia 13.0 134.7 23.6 68.8

Kazakhstan 16.6 138.6 13.5 81.9

Kyrgyz Republic 4.7 134.4 4.2 38.2a

Mongolia 10.9 137.0 9.8 51.1

Pakistan 1.1 76.4 0.8 17.1

Tajikistan 5.4a 111.5a <0.1a 22.0a

Turkmenistan 11.8a 162.9a <0.1a 21.3a

Uzbekistan 10.8 101.2 13.9 55.2b

Comparator country groups

World 12.6 109.4 15.7 49.0a

Lower middle-income countries 3.3 98.3 3.2 32.6a

Upper middle-income countries 14.1 120.9 24.5 58.8a

OECD countries 33.8 123.5 31.9 82.8b

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development.
a Data is for 2017. 
b Data is for 2018.
Source: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators (accessed 14 July 2021).

https://databank.worldbank.org/source/world-development-indicators
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However, telecommunication, and especially, information services are underdeveloped 
in most CAREC countries. Many CAREC countries lag on important indicators of telecommunication 
services usage (Table 3.1). Only four CAREC countries exceed the global average rate for fixed 
telephone subscriptions (Azerbaijan, Georgia, Kazakhstan, and the PRC), and only three exceed 
the world average rate for fixed broadband subscriptions (Azerbaijan, Georgia, and the PRC). 
Around 45.7% of individuals in CAREC countries use the internet (or 44.8% excluding the PRC), 
a  higher percentage than in lower-middle-income countries, although lower than in the OECD.  
So is the CAREC region average of 10.6% (or 8.5% for CAREC-10) for the number of fixed broadband 
subscriptions per 100 people. Afghanistan and Pakistan both fall below the developing country 
average on all four telecommunications indicators. The cost of accessing the internet is also high in 
many CAREC countries when compared with their per capita incomes (ADB 2015). The quality of 
telecommunication services is low and internet connection speed is slow in most of these countries 
as well. The majority did poorly in speed tests conducted globally in May 2021 (Table 3.2). Of the 
six  CAREC countries covered by the Economist Intelligence Unit’s 100-nation Inclusive Internet 
Index 2020, Kazakhstan, Pakistan, the PRC, and Uzbekistan internet ranked 51st or lower on internet 
access affordability. Azerbaijan and Mongolia were the exceptions.

Table 3.2: CAREC Countries—Speedtest Global Index, May 2021

 Country 

Fixed Broadband Internet Connection Mobile Internet Connection

Download Speed 
(Mbps) Ranka

Download Speed 
(Mbps) Rankb

Afghanistan 11.20 165 6.86 137

Azerbaijan 23.25 125 36.34 68

China, People’s Republic of 178.55 17 153.09 5

Georgia 26.80 111 38.29 64

Kazakhstan 58.35 67 29.70 85

Kyrgyz Republic 46.47 84 24.19 96

Mongolia 46.41 85 20.34 114

Pakistan 11.72 164 19.90 117

Tajikistan 35.60 100 14.79 129

Turkmenistan 4.19 180 … …

Uzbekistan 40.54 91 18.56 120

Top performers:

Singapore 250.35 1 82.23 20

Republic of Korea 245.01 2 76.38 25

… = data not available, CAREC = Central Asia Regional Economic Cooperation, Mbps = megabits per second.
a Out of 180 countries.
b Out of 137 countries.
Source: Ookla. Speedtest Global Index. https://www.speedtest.net/global-index (accessed 14 July 2021).

https://www.speedtest.net/global-index
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The underdevelopment of telecommunication and information services has been one reason 
for the comparatively slow adoption by CAREC countries of digital technologies. This has in turn 
constrained growth in many other sectors, including agriculture, manufacturing, e-commerce, tourism, 
and finance. None of the CAREC countries except the PRC has a large electronics manufacturing 
industry or flourishing e-commerce. As of 2020, half of CAREC countries ranked low on the United 
Nations Conference on Trade and Development index that measures the preparedness of national 
economies to support online shopping (Figure 3.2).11

Faster growth in telecommunication and information services is essential to diversifying and 
developing CAREC economies. Such growth will facilitate the adoption of existing digital technologies, 
which will help CAREC countries raise labor productivity and improve the quality of products and 
services in agriculture, manufacturing, transport, finance, and other sectors. Prompt adoption of 
emerging digital technologies such as artificial intelligence, the internet of things, and the use of 
blockchains will also be enabled. Exports of digitally delivered services (e.g., software development, 
data processing, market research services, and mining services for the blockchain technology) will 
grow.12 The COVID-19 pandemic has led to increased demand for telecommunication and information 

11 See also ADB (2018a) for a discussion of the importance of the availability, affordability, and quality of communication and information 
services for the development of e-commerce. 

12 The global demand for blockchain mining services is likely to grow rapidly over the medium and long terms as the use of blockchain technology 
expands. This mining is power-intensive, which may give the CAREC countries rich in renewable energy a comparative advantage in competing 
to offer these services. To exploit this advantage, they need to improve the speed and reliability of their internet connections.

Figure 3.2: CAREC Countries—B2C E-commerce Index, 2020

B2C = business to consumer, CAREC = Central Asia Regional Economic Cooperation, e-commerce = electronic commerce,  PRC = People’s 
Republic of China.
Notes: The United Nations Conference on Trade and Development B2C E-Commerce Index measures an economy’s preparedness to 
support online shopping. The B2C E-Commerce Index 2019 covers 152 countries. It does not cover Turkmenistan. 
Source: United Nations Conference on Trade and Development. 2020. The UNCTAD B2C E-Commerce Index 2020: Spotlight on Latin 
America and the Caribbean. UNCTAD Technical Notes on ICT for Development No. 17. https://unctad.org/system/files/official-document/
tn_unctad_ict4d17_en.pdf.
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services in many countries and present the CAREC countries with new opportunities to boost their 
exports. To seize these opportunities, they should foster the development of telecommunication 
and information services. Many of the region’s countries also need to improve the quality of their 
telecommunication services if they are to attract more international tourists and FDI.13

As the telecommunications system is the physical backbone through which digital information 
must flow, the state of its development is decisive in either enhancing or inhibiting the pace of 
technological and economic progress. While opportunities from the digital revolution abound, and 
countries can leapfrog old technologies when they adopt digital communication, these opportunities 
can only be exploited if businesses and people have access to high-quality telecommunication 
services. Every CAREC country has its individual digital strategy for achieving universal access to 
digital technologies. In addition, the CAREC program has a new CAREC Digital Strategy 2030 that 
aims to provide a vision, road map, and a catalyst for enhancing and transforming digital connectivity 
in the region.14 

Financial Services

Financial services have room to leverage much greater growth. According to a WTO study 
of global data, the distribution and financial services subsectors accounted for the largest shares of total 
services production, about one-fifth each (WTO 2019b). The financial services subsector is critical 
on a macroeconomic level and in supporting diversification. Simulations conducted by Francois and 
Eschenbach (2002) sought to determine what the effects would be if a low-income country had a more 
open and accessible financial services as seen in high-income countries. The results showed annual GDP 
per capita growth increasing by 0.4%–0.6%. Mattoo, Rathindran, and Subramanian. (2006) estimated 
that, with full financial services liberalization, developing countries could grow 2.3% faster. 

The evidence also indicates that greater financial inclusion leads to higher economic growth 
(Sahay, et al. 2015). The more a country’s firms (both small and large) that can avail themselves of 
or already benefit from bank credit and investments, and the fewer that consider finance a major 
constraint, the better its economic growth prospects will be. There is also a positive relationship 
between economic growth and the percentage of a nation’s adults who have accounts with or a credit 
card or loan from a formal financial institution.

13 A large body of empirical evidence indicates that the development of telecommunication and information services reduces information 
and transaction costs in international trade, boosts exports (especially exports of manufacturers and services), and fosters economic 
growth (ADB 2018a; Tan 2017; World Bank 2016; WTO 2019b). Clarke (2008), for instance, finds a strong positive correlation between 
export activity and internet access at the enterprise level in the manufacturing and services sectors in low- and middle-income countries of 
Eastern Europe and Central Asia. WTO (2019b) finds that the extent of digital connectivity, as measured by mobile phone and broadband 
coverage, is a significant determinant of trade costs for both services and goods, although much more so for services than for goods. 
Manyika and Roxburgh (2011) estimate that the internet accounted for more than one-fifth of GDP growth in advanced economies 
during 2006–2010. Purdy and Daugherty (2016) find that in the 13 OCED countries examined in their study, the deployment of artificial 
intelligence could raise the annual growth rate of gross value added by 1.8–2.0 percentage points by 2035.  

14 CAREC Digital Strategy 2030: Accelerating Digital Transformation for Regional Competitiveness. The strategy is intended as a catalyst for 
regional cooperation on digital matters and a mechanism to promote policy design, capacity-building, and dialogue on the ways social and 
economic challenges in the region can be addressed with the help of digital technologies. 
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Many CAREC countries have made great strides in developing financial services in recent 
years. Some of them have done so by adopting innovative approaches. The most notable example is 
Kazakhstan, which set up the Astana International Financial Centre in 2018 with the aim of creating a 
regional financial hub.15 The center is a special economic zone offering tax incentives, easier procedures 
for foreigners to acquire work permits, and the use of English as the zone’s official language. It is regulated 
by a court and international arbitration center based on English law. The Astana International Exchange, 
which is based in the Astana International Financial Centre, has entered partnerships with NASDAQ 
and the Shanghai Stock Exchange. Kazakhstan has also established a partnership with Euroclear 
(IMF 2018c).

Nonetheless, financial services and nonbank financial services, such as insurance, 
remain underdeveloped in the CAREC region. Compared with the GDPs of the CAREC-10 
countries, domestic credit to the private sector by banks, broad money, stock market capitalization, 
and total insurance premiums are all small even though some have extensive networks of bank 
branches and automated teller machines (Tables 3.3 and 3.4). Nonbank financial institution assets 

15 Astana International Financial Centre https://aifc.kz/tseli/.  

Table 3.3: CAREC Countries—Selected Indicators of Development 
of Banking Sector, 2019

Country 

Commercial Bank 
Branches 

(per 100,000 adults)

Automated Teller 
Machines 

(per 100,000 adults)

Domestic Credit to 
Private Sector by Banks 

(% of GDP)
Broad Money 

(% of GDP)
Afghanistan 1.9 1.6 3.2 35.0
Azerbaijan 10.7a 34.5 23.0 35.2
China, People’s Republic of 8.9 95.6 165.4 197.9
Georgia 33.6 85.0 67.7 50.0
Kazakhstan 2.5 85.9 24.3 30.7
Kyrgyz Republic 8.0 39.3 24.6 37.2
Mongolia 63.9 148.8 49.6 55.9
Pakistan 10.4 10.8 18.1 59.0
Tajikistan 24.1b 10.6c 11.6 28.0
Uzbekistan 34.2 38.5 30.1 17.9
Comparator country groups
World 11.5 42.8 131.9 125.8
Upper-middle-income countries 15.3 59.6 126.1 148.9
OECD countries 19.4   68.7 144.2 117.3

CAREC= Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development. 
Note: Data not available for Turkmenistan. 
a Data is for 2015.
b Data is for 2017.
c Data is for 2013.
Source: World Development Indicators. https://databank.worldbank.org/source/world-development-indicators (accessed 26 August 2021).

https://aifc.kz/tseli/
https://databank.worldbank.org/source/world-development-indicators
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and domestic credit to the private sector are also small in all CAREC countries. Many studies find 
that access to finance is a major constraint on doing business in some CAREC countries, especially 
for small and medium-sized enterprises and farmers.16 Most CAREC countries covered by the World 
Economic Forum’s Global Competitiveness Index 2019 rank low in at least some index components 
pertaining to the depth of the financial system (Table 3.5). 

Table 3.4: CAREC Countries—Selected Indicators of Development 
of Nonbank Financial Sector, 2017 

(% of GDP)

Country
Nonbank Financial 
Institutions’ Assets

Nonbank Financial 
Institutions’ Domestic 

Credit to Private Sector
Stock Market 
Capitalization

Insurance 
Premium

Afghanistan ... 0.1 ... ...

Azerbaijan 1.2 1.0 4.5 1.2

China, People’s Republic of ... 0.0 70.2 3.9

Georgia 4.1 3.7 1.1 0.6

Kazakhstan 10.7 3.4 25.4 0.6

Kyrgyz Republic 2.0 0.1 3.4 0.2

Mongolia ... 2.3 7.0 0.5

Pakistan ... 0.1 28.7 0.8

Tajikistan 0.7a 1.2 0.0 0.4b

Comparator country group

OECD countries 52.0 67.4 74.5 4.5

… = data not available, CAREC = Central Asia Regional Economic Cooperation, GDP = gross domestic product, OECD = Organisation for 
Economic Co-operation and Development.
Note: Data not available for Turkmenistan and Uzbekistan. 
a Data is for 2015.
b Data is for 2012.
Sources: World Bank. Global Financial Development Database. https://www.worldbank.org/en/publication/gfdr/data/global-financial-
development-database (accessed September 2020); and World Bank. World Development Indicators. https://databank.worldbank.org/
source/world-development-indicators (accessed September 2020).

16 See, for instance, Morgan, Zhang, and Kydyrbayev (2018) and OECD (2018).

https://www.worldbank.org/en/publication/gfdr/data/global-financial-development-database
https://www.worldbank.org/en/publication/gfdr/data/global-financial-development-database
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
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Table 3.5: CAREC Countries—Ranking in Selected Global Competitiveness Index 
2019 Components Relating to Depth of Financial System

Index/Country Financing of SMEs
Venture Capital 

Availability
Stock Market 
Capitalization Insurance Premium

Azerbaijan 24 24 110 118

China, People’s Republic of 34 13 30 40

Georgia 83 109 119 112

Kazakhstan 87 89 68 113

Kyrgyz Republic 105 102 114 ...

Mongolia 124 124 99 122

Pakistan 66 36 65 104

Tajikistan  59 55 125 ...

… = data not available, CAREC = Central Asia Regional Economic Cooperation, SMEs = small and medium- sized enterprises. 
Note: The Global Competitiveness Index 2019 covers 141 countries. Data does not cover Afghanistan, Turkmenistan, and Uzbekistan. 
Source: Schwab. 2019. The Global Competitiveness Report 2019. Geneva.

Household survey data indicate that a substantially smaller proportion of the adult populations 
of the CAREC countries use formal financial services than the overall average in the OECD, especially 
in terms of borrowing from financial institutions and using online and mobile banking services. 
This  proportion is also much smaller than even the upper-middle-income country average in all 
CAREC members except Mongolia, and the PRC, and for some services, Kazakhstan (Table 3.6). 
The most common reasons given by survey respondents for not having a formal financial institution 
account include lack of trust in financial institutions (especially in the case of Afghanistan, Azerbaijan, 
Georgia, and Tajikistan); high prices for financial services (Afghanistan, Azerbaijan, Georgia, the 
Kyrgyz  Republic, Pakistan, and Tajikistan); and the lack of necessary documentation (Afghanistan, 
Azerbaijan, Georgia, the Kyrgyz Republic, and Turkmenistan) (Demirgüç-Kunt, et al. 2018). 

Table 3.6: CAREC Countries—Selected Indicators of Use of Formal 
Financial Services by Adult Population, 2017 

(% of the respondents aged 15+)

Country

Account 
at Formal 
Financial 

Institution
Debit Card 
Ownership

Saved at 
Financial 

Institution 
in Past Year

Borrowed from 
Financial Institution 
or Used Credit Card 

in Past Year

Used Mobile Phone 
or Internet to Access 
Financial Institution 
Account in Past Year

Afghanistan 14.5 2.7 3.7 3.8 0.6

Azerbaijan 28.6 24.6 4.5 15.1 2.0

China, People’s Republic of 80.2 66.8 34.8 22.7 39.8

Georgia 61.2 39.9 4.6 27.4 8.9

Kazakhstan 58.7 39.7 13.9 28.2 18.2

continued on next page
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Country

Account 
at Formal 
Financial 

Institution
Debit Card 
Ownership

Saved at 
Financial 

Institution 
in Past Year

Borrowed from 
Financial Institution 
or Used Credit Card 

in Past Year

Used Mobile Phone 
or Internet to Access 
Financial Institution 
Account in Past Year

Kyrgyz Republic 38.3 19.3 3.0 10.2 3.9

Mongolia 93.0 75.7 19.3 30.4 37.6

Pakistan 18.0 8.3 6.1 2.6 2.0

Tajikistan 47.0 15.9 11.3 15.5 8.3

Turkmenistan 40.6 37.9 4.8 6.8 2.2

Uzbekistan 37.1 24.1 2.3 2.4 6.7

Comparator country groups

World 67.1 47.7 26.7 22.5 22.8

Upper-middle-income countries 72.8 58.8 26.9 22.4 30.0

OECD countries 91.3 81.7 48.5 46.1 51.3

CAREC= Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development. 
Source: Demirgüç-Kunt, A., L. Klapper, D. Singer, S. Ansar, and J. Hess. 2018. The Global Findex Database 2017: Measuring Financial Inclusion 
and the Fintech Revolution. Washington, DC: World Bank. https://openknowledge.worldbank.org/handle/10986/29510

Of particular concern regarding the comparatively low level of financial development in 
CAREC countries overall is the lack of depth in the financial sector and its inability to provide sufficient 
financial services to the bulk of national populations. Expanding a digital public credit registry and/ or 
a private credit bureau (or establishing one in the case of Turkmenistan) could enhance businesses 
and households with access to finance. Improvement in these areas is key to enabling the financial 
sector to contribute more to inclusive economic growth. Economic diversification is dependent in 
part on the development and growth of nontraditional sectors. The entrepreneurs in emerging sectors 
require access to financial resources for investment and working capital but are competing for limited 
financial resources against other firms, many of them incumbents in traditional sectors well known 
to the banks. Unless the resources of the financial sector in the CAREC region grow and the sector 
becomes more inclusive, the constraints imposed by small size and limited access to its resources 
could hinder growth of new players in CAREC countries.

Developing financial services, including nonbank financial services, can help diversify CAREC 
economies in several ways (Box 3.1). It will improve the mobilization and allocation of savings and 
enable businesses and households to manage financial risks more effectively; it will help CAREC 
countries develop other services subsectors, as well as agriculture and manufacturing; and it will help 
generate increases in the export of services, agricultural products (such as fresh fruits and vegetables), 
and manufactured goods (such as processed food products). Development of securities markets and 
such nonbank financial institutions as credit unions, leasing companies, venture capital funds, and 
insurance agencies is essential to improving businesses’ access to long-term finance, especially for 
innovative projects (World Bank, 2015).

Table 3.6 continued

https://openknowledge.worldbank.org/handle/10986/29510
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Box 3.1: Role of Financial Services in Diversification and Development 
in Selected CAREC Countries

Poor access to financial services can be a major constraint on diversification and development in most 
economic sectors. Inadequate financial inclusion in CAREC countries and elsewhere remains a challenge. Among 
the impediments on the supply side are asymmetric information, the frequent inability of many potential borrowers 
to offer acceptable documentation and collateral, and the cost of supplying credit in relatively thin and geographically 
distant markets. The demand side is affected by the fact that regulatory processes and procedures are often difficult 
to navigate in remote settings, and  potential clients are unaware of or not confident in the financial products and 
services made available. 

The following are some examples of financial services inclusion challenges that are affecting economic 
diversification and development in CAREC countries.

Financial services in cashmere wool production in Mongolia
In Mongolia, the challenges and opportunities in diversification strategies for building livestock-based value 

chains were identified by the World Bank (2019a). One commodity studied, cashmere wool, is the product of one 
of the country’s most successful industries. This is partly due to its value-density ratio—i.e., its bulk and weight in 
relation to its value. Like many other industries, however, a variety of obstacles stand in the way of its further progress. 

The quality, pricing, and availability of services on which the industry relies are prominent among these factors. 
The principal financial services issues are the short supplies of insurance, credit, and adequate acceptable collateral. 
A particular challenge relates to the time gap between the buying by processors of raw cashmere during April–June and 
the orders they receive for export production of cashmere goods during August–October. Trade credit and funding for 
inventories are thus necessary to bridge this gap and manage the prolonged cash-to-cash cycle. In addition to financial 
services, other services also pose challenges for the value chain of the cashmere-wool industry, including those related 
to transport and associated infrastructure, logistics, communication, business intermediation, and government 
regulation. The case study underscored the importance of financial services inputs. Furthermore, it illustrated that the 
robustness of an enterprise or sector is heavily influenced by its most severe vulnerabilities, and these are very often 
to be found in services subsectors.   

Access to finance for Uzbekistan’s small businesses
Between 2013 and 2016, a project—with $50 million financing from ADB—supported a growing number of 

small businesses in Uzbekistan’s economy. In 2012, small businesses accounted for more than half of the country’s 
gross domestic product and three-quarters of employment. However, there was large unmet demand for credit 
by small businesses and rural women entrepreneurs. Collateral requirements were high and commercial banks’ 
institutional management capacity was inadequate for the financial needs of such businesses. The project aimed to 
address the market failures that were limiting the access of small Uzbek businesses  to credit and financial services. 
It paid particular attention to enterprises run by women and/or located in rural areas. More than four-fifths of these 
enterprises are located outside Tashkent. 

In 2017, more than 5,900 loans were issued by the participating commercial banks, of which around 76% were 
onlent to small businesses located outside of Tashkent. Around 32% of all small business borrowers are women. 
By shrinking the credit gap, the project increased business opportunities for small enterprises, particularly those 
run by women and located in rural areas. The project generated results on the supply side as well by strengthening 
the institutional capacity of participating commercial banks to manage risk and diversify their offerings. Simplified 
and reduced processing times through an online system enhanced bank lending for small businesses. Collateral 
requirements were relaxed on microfinance loans and a collateral registry was established. 

The project also highlighted the need for continuing sector, policy, and institutional reforms. This includes 
continuous engagement in policy dialogues on regulatory impediments to small business development and prudential 
supervisory and regulatory mechanisms for banks and other financial institutions.   

continued on next page
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Inclusive finance to strengthen vegetable value chains in Pakistan
The value chains to produce onions, potatoes, tomatoes, and chilies are important sources of income for about 

60% of Pakistan’s population. However, these value chains are disrupted by a range of constraints and issues—such as 
inconsistent quality and quantity of vegetables supplied to the market—confronting the country’s low-income rural 
farmers, particularly in Sindh and Punjab. The challenges posed by poor seed quality, high production costs, and 
frequent pest infestations and outbreaks of disease are compounded by their poor access to capital and credit. These 
farmers lack the collateral most formal lenders require and are often charged high interest rates and commissions 
by the intermediaries who frequently provide them with credit. These financial challenges must be addressed in 
conjunction with the farmers’ other needs, most of which must also be met at least in part by services. These include 
services to build knowledge and capacity to address production constraints and to improve marketing, post-harvest 
handling, and access to reliable input supplies.

Sources: ADB. 2018b. Completion Report: Uzbekistan: Small Business and Enterprise Development Project. Manila; Mazhar, 
Bajwa, McEvilly, Palaniappan, and Kazmi. 2019. Improving Vegetable Value Chains in Pakistan for Sustainable Livelihood of 
Farming Communities. Journal of Environmental and Agricultural Sciences. 18:1–9; and World Bank. 2019a. Mongolia Central 
Economic Corridor Assessment: A Value Chain Analysis of the Cashmere-Wool, Meat and Leather Industries. Report 
No. AUS0000216. Washington, DC.

Box 3.1 continued

Education, Research, and Experimental Development Services 

Educational services are a core determinant of the contribution to GDP of one of the 
fundamental factors of production: labor. Improving the provision of educational services helps 
society achieve a multitude of goals by increasing labor productivity, promoting inclusiveness, and 
enabling workers to better adjust and adapt to economic and technological change. 

Rising demand for skilled labor has been a major economic trend over recent decades. This is 
likely the result of technological change and increased economic integration through globalization. 
Since 2001, the share of employment in occupations heavy in nonroutine cognitive skills has 
increased from 19% to 23% in emerging economies and from 33% to 41% in advanced economies 
(World Bank 2018b). Along with the growing demand by enterprises using a lot more technology for 
workers to be tech-savvy, the rise of such new digital technologies as artificial intelligence is also casting 
a shadow over the future availability of certain routine, low-skill jobs (Baldwin 2019). These factors 
place a premium on enhancing the educational and skill level of a country’s work force so that workers 
can provide the goods and services that today’s domestic and international clients demand—and so 
that they can better cope with a future when more jobs will be put at risk by automation. 

Access to primary and secondary education services, most of which are provided by the 
public sector, is generally good in the CAREC region. Primary and secondary school enrollment rates 
are generally high in CAREC countries subject to few exceptions. CAREC countries, however, appear 
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to be lagging in providing tertiary-level education,17 with an average enrollment rate lower than the 
OECD average. It varies substantially from less than 10% in Afghanistan and Pakistan to more than 60% 
in Georgia, Kazakhstan, and Mongolia. The private sector’s share in both primary and secondary school 
enrollment is smaller than the OECD average in all the CAREC countries except Pakistan (Table 3.7).

The quality of education services available in most CAREC countries is less than 
adequate. Competencies provided by the education system and those needed in the workplace are 
furthermore mismatched.18 Students from two of the three CAREC countries that participated in the 
OECD’s Program for International Student Assessment survey in 2018 scored below the average for 

17 This education level is frequently used as a threshold for distinguishing between skilled and unskilled workers.
18 See ADB (2019b) for a discussion of the reasons for the inadequate quality of higher education in CAREC countries. See OECD (2011) 

for a discussion of the challenges in the technical and vocational education and training systems of Afghanistan, Kazakhstan, the 
Kyrgyz Republic, Mongolia, Tajikistan, Turkmenistan, and Uzbekistan.

Table 3.7: CAREC Countries—Selected Indicators of School Enrollment, 2019

Country 

Gross Primary 
School 

Enrollment 
(%)

Gross Secondary 
School 

Enrollment  
(%)

Gross Tertiary 
School 

Enrollment 
(%)

Private 
Primary School 

Enrollment  
(% of total)

Private 
Secondary School 

Enrollment  
(% of total)

Afghanistan 104.0 55.4 9.7 6.0 4.5

Azerbaijan 97.9 94.8 31.5 0.8 12.3

China, People’s Republic of 101.9 88.2a 53.8 8.5 13.7

Georgia 99.3 106.3 63.9 10.7 10.8

Kazakhstan 104.4 113.2 61.7 1.1 4.7

Kyrgyz Republic 106.0 96.4 42.3 2.6 3.0

Mongolia 104.0 91.5a 65.6 5.8 7.2a

Pakistan 95.4 43.8 9.0d 35.7 32.7

Tajikistan 100.9b 88.5c 31.3b 1.1b 1.2c

Turkmenistan 117.9 89.7 14.2 ... ...

Uzbekistan 102.2 97.4 12.6 0.4 0.1

Comparator country groups

Upper-middle-income countries 104.1 92.2 53.2 12.2 16.4

OECD countries 102.5 104.7 74.4 11.8 18.6

… = data not available, CAREC= Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and 
Development.
Note: Data for Afghanistan and Mongolia are for 2018, unless indicated.
a Data is for 2010.
b Data is for 2017.
c Data is for 2013.
d Data is for 2018.
Source: World Development Indicators database. https://databank.worldbank.org/source/world-development-indicators 
(accessed on 12 August 2021).

https://databank.worldbank.org/source/world-development-indicators
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OECD country students (OECD 2019).19 Georgia, Kazakhstan, the Kyrgyz Republic, and Mongolia 
ranked low in at least some Global Competitiveness Index 2019 components pertaining to workforce 
skills (Table 3.8). 

Table 3.8: CAREC Countries—Rank in Selected Global Competitiveness Index 
2019 Components Relating to Workforce Skills

Country
Skillset of  
Graduates

Quality of 
Vocational Training

Digital Skills Among 
Active Population

Ease of Finding 
Skilled Employees

Azerbaijan 45 43 19 29

China, People’s Republic of 35 41 45 41

Georgia 125 135 107 120

Kazakhstan 95 90 43 81

Kyrgyz Republic 130 125 91 119

Mongolia 119 100 96 140

Pakistan 49 85 73 58

Tajikistan 60 52 57 70

CAREC= Central Asia Regional Economic Cooperation.
Note: The Global Competitiveness Index 2019 covers 141 countries. It does not cover Afghanistan, Turkmenistan, and Uzbekistan.
Source: Schwab. 2019. The Global Competitiveness Report 2019. Geneva.

Research and experimental development activities are weak in most CAREC countries. 
Gross expenditure on research and development makes up less than 1% of GDP in all CAREC-10 
countries, compared with more than 2% in the PRC and most OECD nations (Table 3.9). Compared 
to population size, there are considerably fewer researchers and fewer articles published in scientific 
and technical journals in the 11 CAREC countries than the average for the OECD region.20 Of the eight 
CAREC countries that the Global Competitiveness Report 2019 covers, only the PRC is among the top 
10 performers (out of 141 countries) on research and development. Georgia and Pakistan are in the 
top 75. Azerbaijan, Kazakhstan, the Kyrgyz Republic, and Tajikistan rank below 100 (Schwab 2019). 
Many of the industries in the CAREC-10 countries are micro and small enterprises that usually do not 
invest in research and development, and the medium-sized and large enterprises generally invest less in 
research and development than their peers in advanced economies. Collaboration between universities 
and industry is weak, and universities play a limited role in research and development.21 Even in the PRC, 
where there are many good universities, institutions of higher education account for less than one-tenth 
of gross expenditure on research and development (Box 3.2).

19 This survey assesses the performance of 15-year-old students in reading, mathematics, and sciences. Scores range from 0 to 1,000, and a 
higher score reflects better performance. In 2018, students in 79 countries, including Azerbaijan (Baku city), the PRC (Beijing, Shanghai, 
Jiangsu, and Zhejiang provinces), and Kazakhstan took part in the survey. In all three subjects, the mean score was higher in the PRC but 
lower in Azerbaijan and Kazakhstan than in the OECD countries. 

20 The relatively small number of the articles published in scientific and technical journals is another indication of inadequate quality of 
education (especially tertiary) services in most CAREC countries.  

21 See Pillai, Sindila, and Nagornova (2018) for an assessment of university–industry collaboration in Kazakhstan and the Kyrgyz Republic. 
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Table 3.9: CAREC Countries—Selected Indicators Relating to 
Research and Development, 2018

Country 

Research and 
Development Expenditure  

(% of GDP)

Researchers in Research 
and Development 
(per million people)

Scientific and Technical 
Journal Articles 

(per million people)

Afghanistan … … 3.0

Azerbaijan 0.2a … 76.6

China, People’s Republic of 2.1a 1,113.1a 379.3

Georgia 0.1a 585.4a 147.7

Kazakhstan 0.2b 734.1b 129.5

Kyrgyz Republic 0.1a … 21.7

Mongolia 0.2a … 44.4

Pakistan 0.3b 166.9 60.8

Tajikistan 0.1b … 6.8

Turkmenistan … … 0.6

Uzbekistan 0.2a 533.7c 10.7

Comparator country groups

Upper-middle-income countries 1.6a 1,258.3d 333.0

OECD members 2.4b … 1,047.7

… = data not available, GDP = gross domestic product, CAREC= Central Asia Regional Economic Cooperation, OECD = Organisation for 
Economic Co-operation and Development. 
a Data is for 2014.
b Data is for 2013.
c Data is for 2011.
d Data is for 2017.
Source: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators 
(accessed 26 August 2021).

Due largely to an inadequate quality of education and weak research and development 
activities, most CAREC countries have not been successful in innovation. Compared with 
the averages for the OECD or even upper-middle-income countries, the number of resident patent 
applications relative to population size is very small in all CAREC-10 countries. With the exception 
of Mongolia, and the PRC, the number of resident industrial design applications per million persons 
is also smaller in CAREC countries than the average for the OECD or upper-middle-income countries  
(Table  3.10). Many CAREC members rank low on the Global Innovation Index 2019 (Figure 3.3). 
Because of the relatively high quality of education and robust research and development activity in the 
country, the PRC clearly stands out among the CAREC countries as a strong performer in patent and 
industrial design applications and on the Global Innovation Index 2019. 

https://databank.worldbank.org/source/world-development-indicators
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Box 3.2: Research and Development in the People’s Republic of China

Research and experimental development activities have expanded rapidly in the People’s Republic of China 
(PRC). The ratio of gross expenditure on research and development (GERD) to gross domestic product rose from 
0.9% in 2000 to 2.1% in 2019. The PRC spent more on research and development than Germany, Japan, and the 
Republic of Korea combined, trailing only the United States in terms of GERD in US dollars at purchasing power parity 
(Figure B3.2.1). 

Businesses finance and use most GERD in the PRC. Universities play a relatively minor role. In 2018, businesses 
funded 76.6% and utilized 77.4% of GERD, while institutions of higher education utilized only 7.2%. This puts the 
business share of GERD financing in the PRC above the rates in many Organisation for Economic Cooperation and 
Development (OECD) member countries, including the United States. At the same time, the share of higher education  
institutions in GERD use is much smaller in the PRC than in OECD nations. In part because businesses finance and 
utilize most of GERD, experimental development accounts for the bulk (more than 80%) of GERD in the PRC, and the 
share of basic and applied research is smaller than in most OECD countries.   

Figure B3.2.1: Gross Expenditure on Research and Development 
in Selected Countries, 1991–2019 
(billion $ at purchasing power parity)

Sources: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators# 
(accessed 26 August 2021); Organisation for Economic Co-operation and Development. OECD Data. https://data.oecd.org/rd/
gross-domestic-spending-on-r-d.htm (accessed 26 August 2021).

0

100

200

300

400

500

600

700

1991
1992

1993
1994

1995
1996

1997
1998

1999
2000

2001
2002

2003
2004

2005
2006

2007
2008

2009
2010

2011
2012

2013
2014

2015
2016

2017
2018

2019

PRC Germany Japan Republic of Korea United States

PRC = People’s Republic of China.

https://databank.worldbank.org/source/world-development-indicators
https://data.oecd.org/rd/gross-domestic-spending-on-r-d.htm
https://data.oecd.org/rd/gross-domestic-spending-on-r-d.htm


46 Developing the Services Sector for Economic Diversification in CAREC Countries

Table 3.10: CAREC Countries—Number of Resident Patent, Trademark, 
and Industrial Design Applications, 2019 

(per million people)

Country Patent Applications Industrial Design Applications Trademark Applications
Azerbaijan 14.7 13.9 389.8
China, People’s Republic of 889.7 494.9 5,424.9
Georgia 22.9 50.0 797.3
Kazakhstan 43.2a 4.5a 622.1
Kyrgyz Republic 14.2 1.8b 76.5
Mongolia 26.1 265.1 3,355.2
Pakistan 1.4 2.1 151.2
Tajikistan 0.1 0.1c 63.8
Uzbekistan 11.1 7.4 239.3
Comparator country groups
Upper-middle-income countries 514.7 300.2 3,485.1
OECD members 602.8 221.7 2,040.7

CAREC= Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development.
Note: Data not available for Afghanistan and Turkmenistan.
a Data is for 2018.
b Data is for 2017.
c Data is for 2013.
Source: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators# 
(accessed 26 August 2021).

Many CAREC nations rank low on the Global Innovation Index 2019 (Figure 3.3). Because of 
the relatively high quality of education and robust research and development activity in the country, 
the PRC clearly stands out among the CAREC nations as a strong performer in patent and industrial 
design applications and on the Global Innovation Index 2019.

CAREC= Central Asia Regional Economic Cooperation, PRC = People’s Republic of China. 
Notes: The Global Innovation Index 2019 covers 129 countries. Data excludes Afghanistan, Turkmenistan, and Uzbekistan. 
Source: Cornell University, INSEAD and World Intellectual Property Organization. 2019. Global Innovation Index 2019: Creating 
Healthy Lives—The Future of Medical Innovation. Ithaca, Fontainebleau and Geneva.

Figure 3.3: CAREC Countries—Ranking in Global Innovation Index 2019  
and Its Sub-Indexes
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CAREC countries need to develop and expand access to education at the secondary (in the case 
of Afghanistan and Pakistan) and tertiary levels. The quality of education must be improved at all 
levels.22 CAREC countries should make education services more responsive to changes in the demand 
for specific skills in their economies. This will improve the availability of appropriately trained and 
qualified workers to meet the needs of development and growth in all sectors, including services. 

Countries should develop education services (such as vocational training and adult education 
services) that help people adapt to rapid technical progress and the attendant shifts in skills demand. 
Several CAREC countries should develop agricultural extension services to introduce modern 
technologies and raise productivity in agriculture, as well as develop agricultural value chains and 
increase the volume and diversify the direction of exports of agricultural products (such as fruits and 
vegetables). Following the PRC’s example, the CAREC-10 countries should strengthen research and 
experimental development to facilitate adoption of new technologies, develop manufacturing and 
modern service industries, move up the manufacturing value chain, and increase the production and 
exports of manufactured goods (such as processed food products and chemical and pharmaceutical 
products). To these ends, the CAREC-10 countries should also strengthen university–industry 
collaboration. Emphasis should be put on establishing research, development, and production clusters 
and/or networks of universities, research institutions, and manufacturing firms. Box 3.3 examines 
some of these matters in the specific case of Kazakhstan’s wheat sector.   

22 Expanding access to education and improving the quality of this education are crucial steps in building the human capital that is needed 
to grow modern service industries and diversify economies. The Asian Development Bank Institute (2019) highlights the importance of 
improvements in education to the development of the high-value service industries, such as financial and information services. Goyal 
(2015) and Sahoo and Dash (2017) underscore the importance of human capital for growth of modern service industries in India. At the 
same time, the experience of some countries (e.g., Algeria and Saudi Arabia) shows that achieving a high level of human capital, although 
important, is not a sufficient condition for economic diversification (Cherif, Hasanov, and Zhu 2016). 

Box 3.3: Education, Research, and Upgrading Opportunities— 
The Case of Wheat in Kazakhstan

Wheat, Kazakhstan’s leading agricultural crop, occupies 80% of the land under cultivation and absorbs 20% of the 
labor force. Although the country is a significant global exporter, the value-added per unit of its wheat output is low. 
This leaves considerable room for diversifying and upgrading the wheat sector value chain to further grow and develop 
both the domestic and export markets. 

Ahmed et al. (2017) suggests in their study that actions by both the government and the private sector to make 
production more efficient, diversify output, and expand penetration of international markets. One of the study’s key 
recommendations is to reduce the role now played by the state-owned Food Contract Corporation, which controls 
prices and makes decisions on access priorities to transport and storage facilities, thereby reducing private sector 
opportunities. Price control stultifies market signaling and inhibits innovation. Incentives to improve seed quality and 
production and process methods are reduced, leading to lower quality output and diminished volumes. Demand for 
wheat and export opportunities are growing in the Central Asian region and large markets are nearby, but Kazakhstan 
will need to upgrade its value chains to benefit. Illustration on next page summarizes the analysis of the situation. 

continued on next page
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Strengths Weaknesses

• Abundance of land 
• Labor availability 
• Competitive fertilizer production

• Low private sector development 
• Inefficient farm management, poor quality control 
• Lack of workforce skills 
•  Poor institutions—insufficient investments 

in hard and soft infrastructure, complicated 
export procedures

Opportunities Threats

•  Growing consumption of wheat and food products 
in the region

•  Close proximity to large markets, i.e., Iran, 
the People’s Republic of China, and 
Russian Federation 

• High profitability of oilseeds and other crops

• High risks in Central Asian markets 
•  Russian Federation becoming a major wheat 

exporter and possibly replacing Kazakhstan in 
its markets

         
The study recommends (i) improvements in quality control and the adoption of best practices; (ii) a better 

use of tax incentives, and lowering the cost of funds; (iii) alignment of safety and quality standards and certification 
with international norms; (iv) greater support for the use of high-quality inputs; (v) diversification of production 
into high value-added products such as oilseeds; (vi) intensified expert training and the inclusion of relevant degree 
programs in universities; (vii) focus on productivity improvements in the workforce to align skill sets with demand for 
higher value- added output; and (viii) improved services infrastructure for transport, logistics, and storage facilities. 
Such reforms would clearly require intensive services inputs in forms such as research, innovation, and training.  

Sources: Ahmed G., Baisakalov A., Hamrick D., Iskaliyeva A., Molochanovkiy V., Nahapetyan S., and Seidek S. 2017. The Wheat 
Value Chain in Kazakhstan. National Analytical Center, Nazarbayev University, Astana, and Duke University Global Value Chains 
Center, Duke University, Durham, North Carolina; and Ghada, et al. 2017. The Wheat Value Chain in Kazakhstan. National 
Analytical Center (NAC), Nazarbayev University, Astana, and Duke University Global Value Chains Center (GVCC), Duke 
University, Durham, North Carolina. 

Box 3.3 continued

Tourism-Related Services

The CAREC countries have considerable untapped potential for accelerating their 
development of international tourism. International visitor arrivals and international tourism 
receipts increased substantially in many of them during the 2011–2019 period (Table 3.11). 
The  industry grew particularly fast in Georgia (Box 3.4). Nonetheless, international visitor arrivals 
remain low in most of the countries on a per-population basis when compared with other nations with 
similar tourism potential and the overall OECD average. International tourism receipts–GDP ratios 
are lower in some CAREC countries than the worldwide and OECD averages. 

In terms of origin, tourism markets are narrow. Only a few countries accounted for large 
percentages of international visitor arrivals and international tourism receipts in most CAREC countries. 
The fragmented data available and anecdotal evidence suggest that domestic tourism is also generally 
underdeveloped. Most of the CAREC countries covered ranked low on the World Economic Forum’s 
Travel and Tourism Competitiveness Index 2019 (Figure 3.4). Tourism development in the CAREC 
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Table 3.11: CAREC Countries—Selected Indicators Relating 
to International Tourism, 2019

Country

International Visitor Arrivals International Tourism Receipts

million 
persons

% change 
relative 
to 2010

per 1,000 
local people $ million

% change 
relative 
to 2010 % of GDP

Afghanistan … … … 85 –42.2 0.4
Azerbaijan 3.2 61.5 316.2 2,004 153.0 4.2
China, People’s Republic of 162.5 21.5 116.3 … … …
Georgia 7.7 280.2 2,076.8 3,551 381.8 20.3
Kazakhstan 8.5 107.8 459.9 2,922 136.4 1.6
Kyrgyz Republic 8.5 595.1 1,317.8 708 234.0 8.0
Mongolia 0.6 14.4 197.5 605 110.1 4.3
Pakistan 1.0a 6.5a 5.2a 948 –5.0 0.3
Tajikistan 1.1b 546.9 113.7 179 26.6 2.2
Uzbekistan 6.7 592.2 201.0 1,679 154.4c 2.1
Comparator country groups
World 2,280.1 36.7 297.1 1,815,195 59.5 2.1
Upper-middle- income countries 564.3 35.8 225.6 … … …
OECD countries 1,342.2 33.3 983.4 1,008,831 50.6 1.9

… = data not available, CAREC= Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and 
Development. 
Note: Data not available for Turkmenistan.
a Data is for 2012. 
b Data is for 2018.
c Relative to 2014, not 2010. 
Sources: World Bank. World Development Indicators. https://databank.worldbank.org/source/world-development-indicators# 
(accessed 26 August 2021) and authors’ computations.

Box 3.4: The Tourism Industry in Georgia

International tourism has grown swiftly in Georgia since 2010. International visitor arrivals and international 
tourism receipts more than quadrupled during 2010-–2019 (Figure B3.4.1), and the ratio of international tourism 
receipts to total exports rose from 18.3% to 37.2%. Armenia, Azerbaijan, the Russian Federation, and Turkey. 
accounted for more than half of international visitors in 2018. The travel and tourism industry generated nearly 
one-tenth of gross domestic product (GDP) in 2017 and accounted for more than a quarter of all employment. 

Such rapid growth in the size and importance of a single slice of the economy has its risks. An estimated 65% 
drop in tourism receipts in 2020 due to the COVID-19 pandemic was largely responsible for a widening in the 
current account deficit from 5.1% of GDP in 2019 to 11.3% in 2020.

An important upgrading project for the industry begun in 2015 may help contribute to the economy’s recovery. 
The Georgia Tourism 2025 initiative has focused on marketing, branding, and promotional strategies to target 
26 high- spending tourist markets and create greater value-added in tourism services supply chains. The initiative 
includes an overall policy framework, capital requirements, and skills development. Digital tourism-related services 
are receiving special attention, along with the high value-added food and wine segment where emphasis is to be put 
on unique local offerings. The nature and adventure tourist subsectors are also a focus. Plans also included greater 
financial support for small and medium-sized tourism-related enterprises and artisanal activities.

continued on next page

https://databank.worldbank.org/source/world-development-indicators
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Sources: Ministry of Economy and Sustainable Development of Georgia and Georgian National Tourism Administration. 
2015. Georgian Tourism in Figures: Structure and Industry Data. Tbilisi. https://gnta.ge/wp-content/uploads/2014/08/
ENG-new.pdf; International Monetary Fund. 2020. Georgia: Staff Report for the Sixth Review under the Extended Arrangement. 
Country Report No. 20/149. Washington, DC; World Bank. 2020. Beyond Arrivals: Emerging Opportunities for Georgian 
Firms in Tourism Value Chains. Report No.: AUS0000777. Washington DC; World Bank. World Development Indicators.  
https://databank.worldbank.org/source/world-development-indicators (accessed 15 July 2021).

Figure B3.4.1: Georgia—International Visitor Arrivals 
and International Tourism Receipts, 2010–2019
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Box 3.3 continued

CAREC= Central Asia Regional Economic Cooperation, PRC = People’s Republic of China
Note: The Travel & Tourism Competitiveness Index 2019 covers 140 countries. It does not cover Afghanistan, Turkmenistan, and Uzbekistan.
Source: Calderwood and Soshkin. 2019. The Travel & Tourism Competitiveness Report 2019: Travel and Tourism at a Tipping Point. Geneva: World 
Economic Forum. 

Figure 3.4: CAREC Countries—Ranking in Travel and Tourism 
Competitiveness Index, 2019
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countries is currently constrained by deficiencies in passenger transport services, inadequacies relating 
to travel services, complex visa regimes, cumbersome border- crossing procedures, shortages of skilled 
workers, and the region’s weak branding and destination image (ADB 2019a). The CAREC Tourism 
Strategy 2030 was endorsed in 2020 to address these constraints through the Regional Tourism 
Investment Framework, 2021–2025. The framework outlines investment and technical assistance 
projects to support each strategic pillar—connectivity and infrastructure; quality and standards; skills 
development; marketing and branding; and market intelligence (ADB 2020). Developing support for 
tourism —through enhanced telecommunication and information services, financial services, quality 
testing and certification services, and education services—is key to implementing the framework.

The COVID-19 pandemic has drastically reduced demand for tourism-related services. 
Rebound of the sector depends on availability and roll-out of effective vaccines in the region and 
beyond. Over the medium and long terms, building and expanding tourism and its related services 
can make a significant contribution to economic diversification and development in the CAREC 
countries.23 This includes historical, ecological, and recreational tourism and such related services 
as passenger transport, travel agency support, and accommodation. Such growth will create many 
jobs (particularly for medium-skilled workers), increase the share of services in aggregate output and 
employment, and boost services exports. To the extent that it widens their sources of international 
tourist arrivals, tourism development will help CAREC countries diversify the direction of their 
services exports. By enabling potential foreign investors to gain better knowledge of their countries, 
tourism will also help CAREC nations attract more FDI. However, risks and contagious diseases such 
as COVID-19 affect international travel. To prevent or contain the spread of such diseases, CAREC 
countries will need to implement enhanced safety standards and protocols in the tourism industry.   

Freight Transportation and Storage Services 

Freight transport and storage and the logistics services that support them are important 
for the CAREC region, especially the landlocked countries. With the exceptions of Georgia,  
Pakistan, and the PRC, all CAREC countries are landlocked. Many parts of the region are sparsely 
populated (e.g., Kazakhstan, Mongolia, Turkmenistan, and the western part of Uzbekistan), and major 
economic centers are often separated by long distances. Additionally, all members serve—to varying 
degrees—as transit routes for one another and between other countries beyond the CAREC region. 
This provides them with the potential to become regional transport hubs and important conduits for 
international trade flows, including trade between Europe and the PRC, and between Central Asia and 
South Asia.   

23 As noted in WTO (2019b), tourism has many ripple effects due to its many linkages with the rest of the economy. These include backward 
linkages to those domestic sectors that supply inputs to products and services purchased by tourists. 
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Freight transport and storage services remain underdeveloped in most CAREC countries. 
This  is especially true of logistics services. All CAREC-10 countries rank low on the World Bank’s 
logistics performance indicators related to transport services (Table 3.12).24 The PRC, although the 
highest ranking CAREC country, scores lower than many OECD countries. Most CAREC countries 
covered by the World Economic Forum’s Global Competitiveness Index 2019 also rank low on the 
efficiency of air transport (Schwab 2019). 

Table 3.12: CAREC Countries—Selected Logistics Performance Indicators, 2018

Country

International 
Shipmentsa

Logistics 
Competenceb

Tracking and 
Tracingc Timelinessd

Score Rank Score Rank Score Rank Score Rank

Afghanistan 2.1 152 1.9 158 1.7 159 2.4 153

China, People’s Republic of 3.5 18 3.6 27 3.7 27 3.8 27

Georgia 2.4 124 2.3 132 2.3 139 3.0 105

Kazakhstan 2.7 84 2.6 90 2.8 83 3.5 50

Kyrgyz Republic 2.2 138 2.4 114 2.6 99 2.9 106

Mongolia 2.5 117 2.2 140 2.1 152 3.1 93

Pakistan 2.6 97 2.6 89 2.3 136 2.7 136

Tajikistan 2.3 133 2.3 116 2.3 131 3.0 104

Turkmenistan 2.3 136 2.3 120 2.6 107 2.7 130

Uzbekistan 2.4 120 2.6 88 2.7 90 3.1 91

Comparator country groups

Upper-middle-income countries 2.8 … 2.7 … 2.8 … 3.2 …

High-income OECD countries 3.5 … 3.7 … 3.7 … 4.0 …

… = data not available, CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and 
Development.
Note: The Logistics Performance Index 2018 covers 160 countries. It does not cover Azerbaijan. Scores range from 0 to 5 with a higher score 
corresponding to better performance.
a Refers to the ease of arranging competitively priced shipments.
d Refers to the competence and quality of logistics services (trucking, forwarding, and customs brokerage).
c Refers to the ability to track and trace consignments.
d Refers to the frequency with which shipments reach consignees within scheduled or expected delivery times.
Source: World Bank. 2018a. Connecting to Compete: Trade Logistics in the Global Economy. Washington, DC: World Bank.

In part because of their underdeveloped freight transport and storage services, transport costs for 
international shipments to, from, and through the CAREC-10 countries are high. Transport times for such 
shipments are also long and unpredictable. This partly explains why manufacturing is underdeveloped 
in these countries and their merchandise exports are concentrated in terms of commodity composition 
and geographic distribution (ADB 2006). Technology-intensive manufacturing, which often requires 

24 The geographical constraints of the eight landlocked CAREC countries partly explain their low rankings on the Logistics Performance indicators.
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just- in- time delivery, is particularly underdeveloped. These inadequacies also partly explain the inability 
of CAREC countries so far to fully realize their considerable potential for transit trade, and why many 
of them (e.g., the Kyrgyz Republic, Tajikistan, and Uzbekistan) have struggled to increase exports of 
horticulture products. 

The further development of transport and storage services is essential to economic 
diversification in CAREC countries.25 In particular, it will help CAREC-10 countries increase their 
participation in global and regional value chains, develop manufacturing, and expand exports of 
manufactures. It will also help countries such as the Kyrgyz  Republic, Tajikistan, and Uzbekistan 
(Box  3.5) increase the volume and diversify the direction of exports of horticulture products 

25 Using a Melitz-type model with heterogeneous firms, Dennis and Shepherd (2007) find that a 1% reduction in the cost of international 
transport is associated with an export diversification gain of 0.4% in a sample of 118 developing countries. This is because transport costs 
act like fixed costs to inhibit entry of less efficient firms. A reduction in transport costs reduces fixed costs and enables these marginal firms 
to start exporting.

Box 3.5: Freight, Transport, and Storage Services  
in Uzbekistan’s Horticultural Value Chains

Horticulture is a promising subsector in Uzbekistan’s economy. Its contribution to export growth in 2017 was 
almost twice that of cotton, and it continues to provide higher financial returns to farmers. The subsector, however, 
is still underdeveloped due to a lack of access to modern production and post-harvest technology and financing. 
Uzbekistan horticulture had previously suffered from underdeveloped marketing and transport infrastructure, weak 
and fragmented value chains, and a lack of storage facilities and processing capacity. Up to one-fifth of harvest 
volumes were lost as a result. 

Efforts are underway to modernize and expand Uzbekistan’s horticulture subsector. The government’s response 
has helped make the sector more market-driven and increased value-added by supporting the diversification of 
product lines and increased processing of fruits and vegetables. These efforts are being backed by enhanced financial 
and technological inputs and the technical assistance components of projects supported by the country’s international 
development partners such as the Asian Development Bank (ADB), the World Bank, and the International Fund 
for Agricultural Development. Several projects have sought to improve post-harvest logistics through product 
consolidation, better transport services, and cold storage. Adherence to internationally recognized standards and 
certification has also been promoted to make Uzbekistan’s products more attractive and acceptable abroad, especially 
in high value-added markets in Europe and elsewhere.  

An ongoing ADB project approved in 2018 focuses on creating centers that consolidate agricultural infrastructure 
and service inputs along horticultural supply chains. These centers, to be established in the cities of Samarkand and 
Andijan, will support trade, storage, and processing; food safety inspection and certification; customs clearance; 
transport and shipping; and market advisory, trade finance, and commercial banking services. The availability in one 
location of this wide variety of key services will strengthen the efficiency and value-addition of the supply chain. 
The long list only highlights just how dependent product supply chains of all types are on services, as well as how the 
price and quality of these many essential inputs are fundamental factors in determining efficiency and competitiveness. 

Source: ADB. 2018c. Republic of Uzbekistan: Horticulture Value Chain Infrastructure Project. Project Number: 51041-002. 
https://www.adb.org/projects/51041-002/main.

https://www.adb.org/projects/51041-002/main
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by boosting exports of these products to East Asia, South Asia, Europe, and the Middle East. 
Further,  developing  transport  and  storage services will enable CAREC countries to increase transit 
trade flows and exports of related services. It might lead to some CAREC countries becoming major 
regional transport hubs.26 

Quality Testing and Certification Services

Like many other modern business services, quality testing and certification services are 
underdeveloped in CAREC countries.27 Product quality testing services and food safety testing services 
are in short supply, especially outside capital cities. Public entities provide most, if not all, of these services. 
Testing quality is generally inadequate, and test results are often not accepted by other jurisdictions. 

Most CAREC countries have only a few internationally accredited laboratories for testing 
product quality, or none at all. Foreign entities usually don’t recognize test results from CAREC country 
laboratories.28 Quality certification services are more widely available, in part due to the many private 
firms involved in this subsector. However, only a few of these firms can issue international certificates 
relating to product quality, and all or most are subsidiaries of foreign companies. Their services are 
expensive, which largely explains why the number of valid certificates for International Organization for 
Standardization (ISO) standards is relatively low in CAREC countries (Table 3.13). 

CAREC countries need to improve the availability, reliability, and affordability of quality testing 
and certification services. By doing so, they will enhance the competitiveness of local producers in both 
domestic and foreign markets and help them gain access to new markets. This will in turn help CAREC 
countries develop other service industries and manufacturing and increase and diversify the direction 
of their exports. The development of food quality testing and certification services will help CAREC 
countries such as Afghanistan, Kazakhstan, the Kyrgyz Republic, Mongolia, and Tajikistan establish 
new international markets for their food products and increase the volume of these exports.29   

26 The COVID-19 pandemic will likely cause many countries to diversify and shorten supply chains, especially for pharmaceuticals, medical 
equipment, and food products. At the same time, the heightened tensions between the United States (US) and the PRC is likely to cause 
the PRC to try to diversify its trade away from the US. These processes are likely to reduce demand for intercontinental freight transport 
services. However, they may boost demand for local and regional freight transport and storage services, particularly within Eurasia. This will 
create an opportunity for some CAREC countries to capture a large share of the global market for freight transport and storage services.  

27 Quality testing and certification services are important elements of the quality infrastructure ecosystem, which comprises the organizations 
(public and private), laws, regulations, policies, and practices that ensure the quality (including the safety and environmental soundness) 
of goods, services, and processes. Good quality infrastructure is essential for the protection of human health and the environment and 
the efficient operation of markets. It enhances the competitiveness of local producers and facilitates their access to foreign markets and 
integration into global value chains (Kellermann 2019).

28 See ADB (2019c) for an assessment of CAREC countries’ sanitary and phytosanitary laboratory capacity.   
29 See World Bank (2011b) for a discussion of the importance of good quality infrastructure (including quality testing and certification 

services) to economic diversification and development in the countries of Eastern Europe, the South Caucasus, and Central Asia. See GIZ 
and Euromonitor (2017) for a review of weaknesses of quality infrastructure for horticulture products in Kazakhstan, the Kyrgyz Republic, 
Tajikistan, and Uzbekistan.
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Table 3.13: CAREC Countries—Number of Valid Certificates 
for Selected ISO Standards, 2018 

(per $10 billion of GDP at purchasing power parity valuation)

Country ISO 9001:2015a ISO 22000:2018b ISO/IEC 27001:2013c

Afghanistan 0.6 0.3 0.0

Azerbaijan 11.8 1.1 0.1

China, People’s Republic of 116.6 4.6 2.8

Georgia 41.3 19.0 0.5

Kazakhstan 11.3 0.7 0.3

Kyrgyz Republic 4.5 4.9 0.0

Mongolia 10.8 2.1 0.5

Pakistan 19.2 1.9 0.3

Tajikistan 1.0 0.3 0.3

Turkmenistan 4.0 2.0 0.0

Uzbekistan 16.7 1.0 0.0

Comparator

OECD countries 114.0 4.4 5.2

CAREC = Central Asia Regional Economic Cooperation, GDP = gross domestic product, ISO = International Organization for Standardization, 
OECD = Organisation for Economic Co-operation and Development. 
a ISO 9001:2015 Quality management systems.
b ISO 22000:2018 Food safety management systems.
c ISO/IEC 27001:2013 Information security management systems.
Source: International Organization for Standardization ISO Survey 2019. https://isotc.iso.org/livelink/livelink?func=ll&objId=18808772&o
bjAction=browse&viewType=1; World Bank. World Development Indicators , https://databank.worldbank.org/source/world-development-
indicators#; and authors’ computations.

Other Agriculture-Related Services

Agriculture, including forestry and fishing, continues to be a major economic sector in CAREC 
countries. Agriculture accounted for 14.2% of GDP across CAREC members in 2019, compared 
with the 4% global average. It comprised at least one-fifth of GDP in Afghanistan, Pakistan, and 
Uzbekistan. The agriculture sector also contributed 33.5% of employment in CAREC countries, 
higher than the 27% globally. CAREC members have a broad and solid base on which to expand and 
build new agricultural production, exports, and export markets. The variety and volume of the crops 
and animals raised, processed, and exported are clear indications of untapped potential for scaling up 
CAREC’s agricultural exports. Facilitating agricultural trade will contribute to CAREC countries’ export 
diversification and sustainable growth. Strong and effective sanitary and phytosanitary measures are 
also crucial in this regard (Lazaro et al. 2021).  

https://isotc.iso.org/livelink/livelink?func=ll&objId=18808772&objAction=browse&viewType=1
https://isotc.iso.org/livelink/livelink?func=ll&objId=18808772&objAction=browse&viewType=1
https://databank.worldbank.org/source/world-development-indicators
https://databank.worldbank.org/source/world-development-indicators
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Upgrades along the agricultural value chain, particularly on the services side, are needed 
for this potential to be fully realized. Agriculture value chain refers to a range of goods and services 
needed for an agricultural product to move from the farm to the consumers (Rillo and Nugroho 2016). 
These include support and operation services—mechanization, seed processing, agronomy, plant 
protection, animal health, business advisory, and marketing services—provided for crop production and 
animal husbandry. ADB is supporting Mongolia overcome the challenges it faces throughout the meat 
value chain, which limits access to export markets (Box 3.6).  

Strengthening agricultural value chains in the CAREC region requires overcoming challenges 
at farm production (e.g., poor production systems and low productivity), processing (e.g., lack of reliable 
inputs and access to finance) and marketing and distribution (e.g., logistics platforms and trade hubs) 
stages. The agricultural services supporting the development of value chains could be improved through 
private–public partnerships and economic corridors. Private–public partnerships involve schemes where 
the private sector and government work together to provide training programs for farmers and small and 
medium-sized enterprises and support access to agricultural inputs to improve farmers’ productivity. 
Economic corridors help develop agriculture and agribusiness by linking agribusiness firms and producers 
through major infrastructure investment areas (Rillo and Nugroho 2016).

Box 3.6: Improving Livestock Production Systems in Central Mongolia

Mongolia’s agriculture sector remains a key pillar of the economy, with the majority of the poor depending 
on agriculture and extensive livestock production to sustain their livelihoods. The share of livestock in agriculture 
output is 84.2%, providing employment to one-third of Mongolia’s economically active population. Meat and milk 
are the primary products of the livestock subsector, contributing to 61.0% of livestock output and 7.0% of gross 
domestic product.

In June 2021, the Asian Development Bank approved a loan and technical assistance package totaling 
$31  million to support the improvement of livestock production systems in 20 soum (districts) of four aimag 
(provinces) in Central Mongolia. The project will build the climate resilience of herders against the increased 
frequency of severe weather, promote a reduction in livestock numbers, and increase the quality of livestock 
products. To improve the quality and health standard of livestock herds and products, the project will coordinate and 
integrate livestock value chain participants. This will include activities such as establishing standards for health and 
carcass quality, supporting veterinary units, livestock marketing by establishing linkages between herder households 
and processors to meet processing and market standards, cashmere marketing including sorting facilities, animal 
breeding for sheeps and goats, and livestock feeding for hay production and fodder storage.  

Source: ADB. 2021d. Mongolia: Climate-Resilient and Sustainable Livestock Development Project. https://www.adb.org/
projects/53038-001/main. 

https://www.adb.org/projects/53038-001/main
https://www.adb.org/projects/53038-001/main


Chapter 4

CREATING AN ENABLING 
ENVIRONMENT FOR THE 

DEVELOPMENT OF THE SERVICES 
SECTOR IN CAREC COUNTRIES

Despite the growth of the services sector’s contribution to the global economy, governments 
have not focused their attention on better policies and regulations for even faster 
development of service subsectors. For instance, global focus on removing services trade 

barriers—including global technical assistance in relation to services policies—is not commensurate 
with services’ weight in total trade (WTO 2020). The neglect of policy to allow and encourage the 
development of services (or the maintenance of bad policies) will inhibit growth and progress across 
a broad swath of economies. Recent work by the WTO (WTO 2019) focuses on key aspects of policy 
design that influences markets for services. On average, services typically face higher trade barriers 
than goods. Rather than border tariffs, as in the case of goods, these barriers tend to be regulatory. 
Opening markets in the services sphere is almost entirely about the intent, design, and administration 
of regulations. Regulatory systems should, therefore, be a core area for attention. Transparent and 
efficient regulatory and administrative procedures are crucial to competitive service supply. 

Empirical literature highlights the importance of several enabling or facilitating conditions 
essential for the robust development of the services sector and economic diversification.30 These 
conditions, critical for CAREC countries, are classified into five areas: (i) improving governance, 
(ii) enhancing market competition, (iii) deepening regional cooperation and integration, (iv) raising 
the efficiency of the labor market, and (v) developing physical and digital infrastructure. 

Improving Governance

The quality of institutions at the interface of government policy and the economy greatly 
influences a country’s ability to foster growth and opportunities for advancement. Healthy, sustained 
development of services sector cannot be achieved without good governance, including a favorable 
legal and regulatory framework for private sector development (Ghani 2010; Sahoo and Dash 2017; 
World Bank 2017b; WTO 2019b). Poor governance hinders economic growth generally and services 

30 Among them are good governance (or good quality institutions), regional and global economic cooperation and integration, market 
competition, access to high-quality infrastructure, availability of human capital, efficiency of the labor market, well-managed urbanization, 
effective public sector interventions addressing market failures, and balanced development of interdependent service industries 
(Cherif, Hasanov and Zhu 2016; Ghani 2010; Khatiwada and Flaminiano 2019; Linn 2015; OECD 2018; Sahoo and Dash 2017; UNCTAD 
2017; World Bank 2017b; WTO 2019b). 
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sector growth particularly. The damage is done in many ways. Corruption and weak protection of 
property rights discourage entrepreneurship and private investment by making returns on investment 
uncertain. Weak protection of intellectual property rights is especially detrimental to the development of 
innovation- driven services subsectors (such as telecommunication and information services) because it 
makes returns on investment in research and development more uncertain and discourages innovation. 
By increasing business expenditure and reducing returns on investment, red tape and corruption also 
discourage entrepreneurship, private investment, and innovation.31 Excessive regulatory burdens 
adversely affect both supply and quality of goods and services.32 Economies with poor governance tend 
to specialize in sectors that are less reliant on innovation and complex contracts (Levchenko 2007; 
Nunn 2007; Silve and Plekhanov 2018). Poor governance fuels brain drain and reduces the stock of 
available human capital (EBRD 2019). Regulatory and contract-enforcement institutions play a key role 
in the development of service industries because many of these industries enter complex transactions 
with the rest of the economy and are more prone to market failures. Overall, therefore, the quality of 
institutions and the share of the services sector in GDP are positively correlated (Amin and Mattoo 2006).

Most CAREC countries have made efforts to improve governance. They have streamlined 
business regulations, strengthened the rule of law, and reduced corruption, which helped improve 
the scores and rankings of most of them in the Corruption Perception Index during 2013–2019 
(Figure  4.1). The arithmetic mean of the World Bank’s Worldwide Governance Indicator scores for 
government effectiveness, regulatory quality, rule of law, and control of corruption for all of the CAREC 

31 Fisman and Svensson (2007) find that the detrimental effect of corruption on a firm’s growth is three times as great as the adverse impact 
of extra taxes (where corruption and increased taxation result in outgoing payments of a similar size). This is due to the greater uncertainty 
and transaction costs associated with corruption.

32 Hollweg and Wong (2009) show that there is a negative correlation between the level of restrictiveness of the regulations affecting logistics 
services and the quality of these services.

CAREC =  Central Asia Regional Economic Cooperation, CPI = Corruption Perception Index, PRC= People’s Republic of China.
Note: The Corruption Perception Index score ranges from 0 to 100, with a higher score corresponding to less corruption. The Corruption 
Perception Index 2019 covers 180 countries. It does not cover Afghanistan.
Source: Transparency International. Corruption Perceptions Index. https://www.transparency.org/en/cpi/2020/index/nzl. 

Figure 4.1: CAREC Countries—Corruption Perception Index Scores and Rank, 
2012 and 2019
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countries (except Tajikistan) was also higher in 2018 than in 2010 (Figure 4.2). Despite general 
improvements, more work is required. For example, most CAREC countries covered by the World 
Economic Forum’s Global Competitiveness Index 2019 rank low on property rights and intellectual 
property protection (Figure 4.3). 

CAREC =  Central Asia Regional Economic Cooperation, PRC= People’s Republic of China. 
Notes: The average scores are the arithmetic means of the Worldwide Government Indicator scores for government effectiveness, 
regulatory quality, rule of law and control of corruption. The scores range from –2.5 to 2.5, with a greater score corresponding to better 
governance. The median performer has a score of 0. The indicators are available for 200 countries and territories. 
Sources: World Bank. Worldwide Government Indicators. https://info.worldbank.org/governance/wgi/ and authors’ computations.

CAREC =  Central Asia Regional Economic Cooperation, PRC= People’s Republic of China. 
Note: The Global Competitiveness Index 2019 covers 141 countries. It does not cover Afghanistan, Turkmenistan, and Uzbekistan.  
Source: Schwab. 2019. The Global Competitiveness Report 2019. Geneva.

Figure 4.2: CAREC Countries—Average Worldwide Governance 
Indicator Scores, 2010 and 2018

Figure 4.3: CAREC Countries—Selected Global Competitiveness Index 2019 
Components Relating to Quality of Institutions

–2.0

–1.5

–1.0

–0.5

0.0

0.5

1.0

Afghanist
an

Azerbaijan
PRC

Georgia

Kazakhsta
n

Kyrgyz

Republic

Mongolia

Pakist
an

Tajikist
an

Turkmenist
an

Uzbekist
an

2010 2018

0

20
40
60
80

100

120
140

Azerbaijan
PRC

Georgia

Kazakhsta
n

Kyrgyz

Republic

Mongolia

Pakist
an

Tajikist
an

Burden of government regulation Property rights Intellectual property protection

https://info.worldbank.org/governance/wgi/


60 Developing the Services Sector for Economic Diversification in CAREC Countries

Regulatory quality, which has a major effect on development in the services sector, 
remains relatively low in most CAREC countries. Only two CAREC countries (Georgia and 
Kazakhstan) have a percentile ranking of greater than 60 in the 2019 Worldwide Governance 
Indicators for regulatory quality.33 It is not uncommon for CAREC countries to enact business 
regulations that are not the most effective and efficient means to achieve the intended policy goals. 
Many of these regulations (e.g., regulations that restrict healthy foreign competition) impede the 
development of the services sector. Undertaking regulatory impact assessment would help CAREC 
countries improve regulatory quality (Box 4.1). 

33 A country’s percentile rank indicates the percentage of countries that score below (more poorly) that it does. For instance, a percentile rank 
of 60 means that the country scored above 60% of the countries on the indicator. 

Box 4.1: Regulatory Impact Assessment

A regulatory impact assessment (RIA) is both a process and tool for informing policy makers on whether and how 
to regulate to achieve public policy goals. An RIA provides a systematic advance appraisal (ex-ante) of the positive 
and negative effects of a proposed new regulation. It also compares alternative means of achieving policy goals and 
identifies the approach that is likely to deliver the greatest net benefit to society. 

An RIA can help promote policy coherence by pointing to the trade-offs inherent in regulatory proposals, improve 
the use of evidence in policy making, and help avoid regulatory weaknesses. To be effective, however, RIAs require 
substantial availability and commitment of resources and expertise. An RIA is sometimes mistaken as a substitute for 
policy making, when in fact it is intended to facilitate and strengthen the policy making process. 

RIA processes should be closely linked with the general consultation processes in the development of new 
regulations through, for example, road maps that give early notice of possible regulatory initiatives and related 
consultations and impact assessment work. To ensure a high level of transparency and reduce the risks of regulatory 
capture, the results of the consultations, together with individual contributions, should as far as possible be made 
publicly available (including online, where appropriate). Experience shows that governments must lead strongly to 
overcome inbuilt inertia, risk aversion, and a regulate-first-ask-questions-later culture. To ensure that public policy 
objectives are attained, care must also be taken when deciding to use light-handed approaches such as self- regulation. 

For an RIA to be successful, it must: 

• start at the inception phase of the regulation-making process; 
• clearly identify the problem being addressed and desired goals of the regulatory proposal; 
• identify and evaluate all potential alternative solutions, including nonregulatory ones; 
• attempt to assess all potential costs and benefits, both direct and indirect; 
• be based on all available evidence and scientific expertise; and 
• be developed transparently with stakeholders and communicate its results clearly.

Sources: Organisation for Economic Co-operation and Development (OECD). 2012. Recommendation of the Council 
on Regulatory Policy and Governance. Paris: OECD. https://www.oecd.org/governance/regulatory-policy/2012-
recommendation.htm; and OECD. 2020. Best Practice Principles for Regulatory Policy: Regulatory Impact Assessment. Paris: 
OECD. https://www.oecd-ilibrary.org/docserver/663f08d9-en.pdf?expires=1636101021&id=id&accname=guest&checksu
m=DB403BDDD4BCC2429C5BCBAC783428AB. 

https://www.oecd.org/governance/regulatory-policy/2012-recommendation.htm
https://www.oecd.org/governance/regulatory-policy/2012-recommendation.htm
https://www.oecd-ilibrary.org/docserver/663f08d9-en.pdf?expires=1636101021&id=id&accname=guest&checksum=DB403BDDD4BCC2429C5BCBAC783428AB
https://www.oecd-ilibrary.org/docserver/663f08d9-en.pdf?expires=1636101021&id=id&accname=guest&checksum=DB403BDDD4BCC2429C5BCBAC783428AB
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CAREC countries should pay special attention to strengthening governance in those services 
subsectors and indsutries where development is critical to economic diversification. For CAREC 
countries, governance needs to be improved in the transport sector (including air and rail transport) 
to foster growth of transport services and tourism. Better governance in terms of prudential regulation 
and supervision is also needed to enhance soundness and ensure robust development of the finance 
sector. Many CAREC countries need to stimulate the development of quality testing and certification 
services and improve their acceptability in other jurisdictions. All CAREC countries should enhance 
the incentive framework for research, development, and innovation. This is especially important in 
telecommunication and information, finance, and education sector.34

Enhancing Market Competition

Market competition leads to lower prices, higher quality and greater variety of goods and 
services, better firm management, more innovation, higher productivity, and faster economic 
growth when there are no market failures or policy-induced distortions. Even where market failure 
or a policy- induced distortion exist, enhancing competition generally leads to better outcomes than 
restricting competition.35 Buccirossi et.al. (2013) estimated the impact of competition policy in 
12  OECD countries during 1995–2005 on the growth of total factor productivity for 22 industries 
(including transport, storage, finance, hotels and restaurants, and professional services) and identified 
a significant positive relationship between the two variables. Boylaud and Nicoletti (2000) found that 
the prospect of competition and actual competition raise productivity in the telecommunications 
sector in OECD countries, improve the quality of services, and lower their prices. Arvis, Raballand, and 
Marteau (2010) developed a quantitative model of a transit supply chain to simulate the impact of 
changes in freight market organization in landlocked developing countries. They found that transitioning 
from cartel control of transit freight allocation to an efficient trucking market (which decreases truck 
turnaround time) reduces the truck and labor components of transport costs for landlocked economies 
by more than 30%. In the Philippines for example, the World Bank (2018c) estimated that enhancing 
competition in the energy, professional services, transport, and telecommunication sectors could lead 
to additional annual GDP growth of 0.2%.

Competition is currently weak in many sectors in the CAREC countries. Five of the 
eight CAREC countries covered by the Global Competitiveness Index 2019 fell below 60 (out of 
141 countries) on the extent of market dominance, and seven ranked 80th or lower on competition 
in services (Figure 4.4). Competition in the banking sector is weaker in all CAREC countries than in 
the OECD countries on average (Table 4.1). State-owned entities dominate key services subsector 
(including air transport, banking, and education services) in many CAREC countries.

34 See, for instance, ADB (2019a) for a discussion of governance reforms needed in the road transport sector of the CAREC countries; ADB 
(2017) for a discussion of legal and regulatory reforms needed in the railway transport sector of the CAREC countries; ADB (2019b) for  a 
discussion of governance reforms needed in the education sector of the CAREC countries; and IMF (2018c and 2018d) and Morgan, 
Zhang, and Kydyrbayev (2018) for a discussion of governance reforms needed in the finance sector of the countries of Central Asia and 
the South Caucasus.

35 See, for instance, World Bank (2017c) for a review of empirical literature on effects of market competition. Among more recent empirical 
studies, EBRD (2019), for example, finds that firms that face greater competitive pressures tend to have better management practices.

http://et.al
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Table 4.1: CAREC Countries—Measures of Concentration and Competition 
in Banking Sector

Country

Measures of Concentrationa Measures of Competitionb

3-Bank Asset 
Concentrationc

5-Bank Asset 
Concentrationd Lerner Indexe Boone Indicatorf

Afghanistan 55.6 73.7 0.34 –0.06
Azerbaijan 55.6 72.5 0.38 –0.07
China, People’s Republic of 37.2 52.5 0.35 –0.03
Georgia 77.8 86.2 0.36 –0.02
Kazakhstan 38.1 52.8 0.29 0.19
Kyrgyz Republic 50.1 70.1 … –0.10
Mongolia 86.2 95.9 … –0.05
Pakistan 44.1 60.0 … –0.15
Uzbekistan 59.5 71.7 … 0.03
Comparator country group
OECD countries 65.5 81.0 0.29 –1.20

… = data not available, CAREC =  Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and 
Development.
a Data is for 2017.
b Data is for 2014 (except for Afghanistan where data is as of 2013).
c Assets of the three largest commercial banks as a percentage of total commercial banking assets.
d Assets of the five largest commercial banks as a percentage of total commercial banking assets. 
e  The Lerner index compares output pricing and marginal costs (that is, markup) in the market for banking services. An increase in the index 

indicates a deterioration of the competitive conduct of banks. Larger index values indicate lower levels of competition. 
f  The Boone indicator is a measure of competition based on profit-efficiency in the market for banking services. It is calculated as the 

elasticity of profits to marginal costs. An increase in the Boone indicator implies a deterioration of the competitive conduct of banks. 
Larger index values indicate lower levels of competition. 

Sources: World Bank. Global Financial Development Database. https://www.worldbank.org/en/publication/gfdr/data/global-financial-
development-databasen (accessed September 2020); and authors’ computations.

CAREC =  Central Asia Regional Economic Cooperation, PRC= People’s Republic of China. 
Note: The Global Competitiveness Index 2019 covers 141 countries. It does not cover Afghanistan, Turkmenistan, and Uzbekistan.  
Source: Schwab. 2019. The Global Competitiveness Report 2019. Geneva.

Figure 4.4: CAREC Countries—Selected Global Competitiveness Index 2019 
Components Relating to Domestic Competition
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International experience indicates that liberalizing trade and leveling the playing field in the 
services sector is an effective way to enhance competition in service industries. Lowering barriers to FDI 
is especially impactful.36 Using firm-level data from 27 emerging market economies, Gorodnichenko, 
Svejnar, and Terrell (2010) showed that there is a positive relationship between foreign competition 
and innovation. Miroudot, Sauvage, and Shepherd (2012) found that opening up services markets 
to foreign competition increases competitive pressure on producers and leads to reallocation of 
resources from less productive firms to more productive ones. As a result, overall productivity in 
service subsectors increases. Shepherd (2019) compared the effects of a notional 10% reduction in 
applied tariffs with those of a notional 10% reduction in the restrictiveness of services policies and 
found that the latter has significantly larger positive effects on trade and real output than the former. 
Sahoo and Dash (2017) concluded that FDI has a significantly positive impact on India’s exports of 
modern services. Francois and Hoekman (2010) showed that FDI in the services sector has positive 
effects on productivity in the economy by inducing greater competition and providing access to higher 
quality, more varied, and cheaper services. A few empirical studies have found that liberalization of 
trade in services boosts output and exports of service-intensive industries by providing firms in these 
industries with access to a greater variety of services of better quality at lower prices (Barone and 
Cingano 2011; Hoekman and Shepherd 2017; World Bank 2017b; and World Bank 2017c).

Some CAREC countries maintain comparatively high barriers to FDI in many services 
subsectors. Based on the OECD FDI Restrictiveness Index 2020, the PRC’s barriers to FDI in transport, 
telecommunication, financial, and business services are substantially higher than the corresponding 
OECD country averages (Table 4.2). This is also true for FDI in financial services in Azerbaijan, 
Kazakhstan, and Tajikistan, in business services in Azerbaijan, the Kyrgyz  Republic, Tajikistan, and 
Uzbekistan, and in telecommunication in Kazakhstan.

GATS commitments among the CAREC countries

Eight of the 11 CAREC countries are members of the WTO and have schedules of specific 
commitments under the General Agreement on Trade in Services (GATS). Except for Pakistan, which 
is a contracting party of the WTO (original member) since 1 January 1995, the GATS schedules were 
established for the rest of the seven CAREC member countries during their WTO accession.37 Unlike 
the WTO’s Harmonized Commodity Description and Coding Systems used for goods, the GATS 
schedules of specific commitments do not follow a uniform system of nomenclature. This makes it 
difficult to compare the commitments of individual CAREC countries. Moreover, GATS commitments 
tend to be regulatory in nature and, unlike tariff commitments in the case of goods, are not easily 
expressed numerically. This, too, makes country comparisons less straightforward.

GATS schedules have four columns. The first is for the service product description, the second 
for market access commitments under GATS Article XVI, the third for national treatment commitments 
under GATS Article XVII, and the fourth for additional commitments that do not fit smoothly under 

36 Lowering barriers to FDI in service industries is tantamount to reducing barriers to Mode 3 imports of services. 
37 Afghanistan acceded to the WTO on 29 July 2016, the People’s Republic of China on 11 December 2001, Georgia on 14 June 2000, Kazakhstan 

on 30 November 2015, the Kyrgyz Republic on 20 December 1998, Mongolia on 29 January 1997, and Tajikistan on 2 March 2013.
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Table 4.2: CAREC Countries—Foreign Direct Investment Restrictiveness Index 
for Selected Sectors, 2020

Country Overall Index Transport Communication Finance Business
Azerbaijan 0.077 0.079 0.01 0.207 0.16
China, People’s Republic of 0.214 0.395 0.733 0.05 0.225
Georgia 0.018 0.133 0 0 0
Kazakhstan 0.113 0.09 0.14 0.118 0.04
Kyrgyz Republic 0.137 0.188 0.055 0.087 0.298
Mongolia 0.072 0.171 0.06 0.06 0.06
Tajikistan 0.12 0.18 0.03 0.127 0.273
Uzbekistan 0.068 0.041 0.02 0.095 0.265
Comparator country group
OECD countries 0.063 0.204 0.079 0.032 0.06

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development. 
Note: The FDI Restrictiveness Index measures the restrictiveness of a country’s FDI rules by looking at four main types of restrictions: foreign 
equity restrictions, discriminatory screening or approval mechanisms, restrictions on key foreign personnel, and operational restrictions. 
Implementation issues are not addressed and factors such as the degree of transparency or discretion in granting approvals are not taken 
into account. The value of the index and its sector components range from 0 (open) to 1 (closed). The index does not cover CAREC member 
countries that are excluded from the table. 
Source: OECD. 2021. FDI restrictiveness (indicator). doi:  10.1787/c176b7fa-en (accessed 11 August 2021).

Articles XVI and XVII. Market access and national treatment commitments are both expressed in 
terms of modes of delivery: Mode 1 for cross-border supply for domestic consumption, Mode 2 for 
consumption abroad, Mode 3 for commercial presence, and Mode 4 for individual service suppliers. 
The commitments in members’ GATS schedules are divided into two categories and sections: horizontal 
commitments that apply more generally to all or most sectors, and sector-specific commitments that 
focus on individual products and subsectors. This distinction is made for convenience. A horizontal 
commitment covering a broad area eliminates the need to repeat this specific commitment for each 
product or subsector. From an analytical perspective, the horizontal section of the GATS schedules is 
especially useful, since it sketches the general outlines of the extent to which members are willing to 
open or shield their services and service suppliers in terms of international competition. Precise analysis 
of the more detailed sector-specific commitments helps complete the picture. 

Horizontal commitments

The horizontal commitments undertaken by the eight CAREC members of the WTO 
are summarized in Appendix 4. One pattern indicates broad reservations against commitments 
regarding subsidies for services subsectors or industries. All the countries that mention subsidies in 
their horizontal schedules tend to avoid commitments governing the use of this policy instrument. 
Commitments that would provide foreign enterprises the same subsidy support as local ones are also 
avoided in the countries’ sector-specific schedules. This is not surprising, since CAREC countries 
are generally seeking to diversify their economic structure in every way possible, including through 
subsidies, and to encourage domestic participation in these efforts. 
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Apart from the subsidy-related exemptions on national treatment permitted by the “unbound” 
entries in the horizontal schedules, the bulk of the remainder of the limitations in commitments relate 
mostly to Mode 3 and 4 service transactions. Foreign commercial presence is encouraged in the case 
of Mode 3 but frequently limited in certain ways. These can include restrictions on foreign equity 
shares in certain sectors and on foreign participation in privatization exercises, as well as prohibitions 
on commercial activities when presence only involves a representative office. Limitations are also 
common on the ownership and use of land.

In Mode 4, intra-corporate transferees of a certain standing (executives, managers, and 
specialists) are generally permitted under specified criteria to provide services in the host country. 
Limitations typically relate to the length of stay (renewable work permits) and the status and place of 
work of the transferee. Arrangements of this kind are contemplated in all CAREC member countries 
but exclude less-skilled service suppliers. Business visitors can obtain short-term visas but are 
forbidden from undertaking any commercial activity.

Sector-specific commitments

Appendix 5 summarizes the incidence of commitments made by CAREC WTO members in the 
11 sectors used in the listing of sector-specific commitments. Afghanistan, Georgia, the Kyrgyz Republic, 
and Tajikistan have made commitments in all 11, Kazakhstan in 10, the PRC in nine, and Mongolia 
and Pakistan in six. The numbers might be taken as an indication of the breadth of each country’s 
commitments but do not tell anything about their significance quantitatively. 

Appendix 6 examines the commitments at the subsector level and records the more 
disaggregated schedule entries of each CAREC WTO member. The theoretical maximum number of 
sector-specific commitments in the Appendix’s table is 161. Table 4.3 below shows the number of 
actual commitments made by each CAREC member when they joined or acceded to the WTO. 

Table 4.3: Number of CAREC WTO Member-Specific Subsectoral Commitments

Country
Number of

Subsector Commitments
Share of Possible Commitments  

(%)
Afghanistan 103 58
China, People’s Republic of   93 52
Georgia 125 70
Kazakhstan 112 63
Kyrgyz Republic 140 78
Mongolia   37 21
Pakistan   42 24
Tajikistan 110 62

CAREC = Central Asia Regional Economic Cooperation, WTO = World Trade Organization. 
Note: Commitments are as of entry into force of the WTO Agreement for Pakistan or accession dates of WTO member countries  
(e.g., as of 29 July 2016 for Afghanistan). The table does not reflect any change after 15 August 2021.    
Source: World Trade Organization. Schedules of specific commitments and lists of Article II exemptions. https://www.wto.org/english/
tratop_e/serv_e/serv_commitments_e.htm (accessed September 2020). 

https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
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Compared with international averages of the specific GATS commitments undertaken by 
WTO members, the totals for Afghanistan, Georgia, Kazakhstan, the Kyrgyz Republic, the PRC, and 
Tajikistan, are high. These six CAREC WTO members have committed more than 50% of the sectors 
covered by the GATS schedules at a significantly disaggregated subsector level. 

Appendix 4 also shows how the subsector commitments of the CAREC WTO members are 
distributed. Variations are inevitable, but certain patterns do emerge. Other than service transactions 
excluded more generally through broad horizontal schedule entries, or when service supply through 
these modes is technically impracticable, much of Modes 1 and 2 trade is largely unrestricted. 
One  exception is Mode 1 restrictions designed to assert governmental regulatory responsibility in 
such matters as insurance. 

Mode 3 is the next most open in most of the schedules. Mode 4 is by far the most closed. Mode 
4 restrictions (on the temporary movement of natural persons) are clearly spelled out in the horizontal 
commitments summarized in Appendix 4. The paucity of commitments on Mode 4 transactions, with 
permitted movements typically limited to professional personnel and strictly defined, is a feature shared 
by GATS schedules across the WTO membership.  

A pattern appearing in the subsector spread of commitments by all the CAREC countries is 
one of fewer restrictions in what might be termed infrastructure-related commitments related (among 
other things) to business, ICT, construction, and to some extent financial services (less in insurance, 
more in banking).38 Other relatively open subsectors include computer-related, research and 
development, and education  services (except when it comes to protecting state- funded education), 
as well as tourism. Although consistent patterns do not hold for all CAREC WTO members, other 
subsectors where one might find a higher degree of restriction are in the category of ‘other’ business 
services, environmental services, and certain transport services.

Concluding observations on the GATS schedules of CAREC members  

Most CAREC countries have committed to a higher level of discipline in services trade 
than many others. This level in fact approaches that of the developed nations. Adlung and Roy (2005) 
compared commitment levels across different country categories. At the time, the average number of 
subsector commitments by WTO members was 52, an average that was brought down significantly by 
the lower numbers of commitments by many least developed and developing countries. This changed 
when transition economies—which, in WTO parlance, covered most of the CAREC countries with 
the exceptions of Pakistan and the PRC—were considered on their own. The average jumped to 105; 
the developed country average was 106. The transition economy average would be higher still with 
the inclusion of the commitment numbers of the two CAREC countries that acceded to the WTO 
after 2005, notably those of Kazakhstan (2015) and Tajikistan (2013).  

38 This pattern was also remarked upon in a much earlier analysis (Adlung and Roy, 2005).
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Whether the commitments made have had a policy impact that has supported or hindered a 
more open approach to the service subsectors that are key to diversify the region’s economies remains 
an issue. Soprana (2016) argued that some relatively far-reaching commitments of countries such 
as Kazakhstan and Tajikistan were more about signaling than committing to real reform. However, 
successful signaling will carry economic consequences and could further influence policy decisions. 

It has been argued—by Eschenbach and Hoekman (2006), for example—that a statistically 
significant correlation exists in transition economies between policy reforms and FDI in such service 
subsectors as finance, telecommunications, power, and transport. FDI inflows to most CAREC countries 
have exceeded average world levels during 2001–2019 (Figure 2.1). Deeper analysis would be required 
to establish any actual relationship between these inflows and CAREC countries’ GATS commitments.

GATS commitments can be both a signaling device and a harbinger of policy reform. In addition, 
GATS schedules set a baseline, predicated upon an international obligation, below which a country’s 
policy cannot go unless it is willing to disregard this obligation and risk the repercussions of a challenge 
by a WTO trading partner. It seems reasonable to argue that the degree of certainty implicit in setting a 
policy bottom line is worth something. 

On the other hand, the only level of GATS commitment (or a tariff binding on the goods side 
for that matter) is free trade. A thorough policy analysis cannot rest on a GATS-determined bottom 
line unless it is set at zero intervention, least of all in terms of an actual policy stance. Only with a 
zero-intervention commitment can the relationship between status quo policy and a WTO access 
commitment be fully established. First, governments may apply policies that offer better treatment 
than the underlying GATS obligation. Plenty of evidence exists of cases  where actual market access 
exceeds what has been committed to in legally binding WTO commitments. Second, at the end of the 
day, there is no substitute for assessing the use of the policies themselves. Causality conclusions are 
difficult to make. On the face of it, GATS commitments might in some cases do more to prevent the 
worst in policy outcomes rather than to drive the best. 

This cautionary note about how to read and understand GATS schedules in terms of economic 
outcomes does not invalidate the utility of WTO mechanisms that fix bottom-line policy positions 
and raise awareness of what these are in an international context. Indeed, some work on the effects 
of WTO commitments on policy outcomes—looking at tariff bindings on goods (Bacchetta and 
Piermartini 2011; Jakubik and Piermartini 2019)—shows that commitments and the levels at which 
they are set influence policy behavior and reduce uncertainty. There is no reason to believe that the 
story would be different for services trade policy. However, a supplementary consideration for both 
goods and services trade in terms of the relationship between policy commitments and actual policy 
environments on the ground concerns the design and application of regulatory frameworks. This  is 
an issue already discussed at some length above in relation to regulatory outcomes. Regulation is 
often more opaque than access commitments because of the scope it affords the administering 
officials for discretionary action, sometimes on a daily basis. This can make it harder to be sure that 
policy commitments are consistently reflected in practice. This potential gap and ways of filling it fall 
squarely under the kind of governance considerations alluded to above.    
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While liberalizing trade in services is likely to yield significant benefits for CAREC countries, 
it will also entail certain costs and risks. Notably, it is likely to cause closure or downsizing of inefficient 
domestic firms and a temporary increase in unemployment. Liberalizing trade in financial services will 
make the financial sectors of CAREC countries more vulnerable to financial crises in other countries. 
Liberalizing trade in telecommunication and information services poses certain security risks. 

CAREC countries should proceed carefully in liberalizing their services sector. As they 
liberalize their services trade, they should strengthen labor market institutions and vocational training 
to help the people who lose their jobs as a result acquire new skills and/or find new employment. 
Before liberalizing trade in transport, telecommunication, information, and financial services, CAREC 
countries need to set up robust systems for effectively managing the attendant security risks. They 
also should strengthen prudential regulation and supervision of financial institutions before, or in 
parallel with, the liberalization of trade in financial services.  

Following a preannounced schedule in liberalizing services trade (e.g., in line with the 
country’s GATS commitments in the case of CAREC countries that are WTO members) would make 
economic policies more transparent and predictable and help domestic firms, regulatory bodies, and 
labor market institutions better prepare for greater competition, higher risks, and possible layoffs. 
Postponing liberalization of services trade, on the other hand—to, for example, give domestic firms 
more time to become internationally competitive—is likely to perpetuate inefficiencies in the services 
sector and hinder its growth. 

Deepening Regional Cooperation and Integration

CAREC countries can speed up the development of their services sector through 
stronger regional cooperation and integration.39 They can foster growth of telecommunication and 
information services through cooperation in developing their digital infrastructure, pilot-testing new 
technologies, and managing cross border data flows. They can boost the development of education, 
research, and experimental development services by establishing joint universities, research centers, 
as well as exchange programs for students, teachers, and researchers.40 CAREC countries can also 
work together to promote tourism and its many related services by introducing common tourist visas 
and developing regional tourism products.41 They can spur growth of transport and storage services 
by harmonizing transport regulations and standards, modernizing border crossing infrastructure, and 
developing logistics centers and cold storage facilities in a coordinated manner.  

39 See, for instance, ADB (2017, 2018, 2019c, 2019d, and 2019e), Kohli, Linn and Zacker (2019), and World Bank (2019b) for discussions 
of the opportunities for developing various service industries in CAREC countries within the frameworks of the CAREC Program or the 
PRC’s Belt and Road Initiative. 

40 See ADB (2019b) for a review of benefits and examples of regional cooperation in education. See WTO (2019b) for a discussion of the 
opportunities for regional collaboration in services trade and regulation within the WTO framework.

41 See ADB (2019a) for a review of examples of successful regional collaboration in tourism development and for a discussion of opportunities 
for cooperation between Kazakhstan and the Kyrgyz Republic in developing tourism along the Almaty–Bishkek Economic Corridor.
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The CAREC Program 

The CAREC program provides a strong platform that can bring about policy alignment 
and creation of mutual trust to improve regulations and facilitate liberalization of the services 
sector in the region. The CAREC Integrated Trade Agenda 2030 includes capacity-building activities 
and mechanisms to bring together trade officials, regulators, and other stakeholders to discuss 
cooperation and reforms (Box 4.2). 

Box 4.2: Expanding Trade in Services under the CAREC Trade Agenda

The prospects for CAREC economies to grow, develop, and prosper in services sector development depend not 
only on the policy choices of national governments, but also successes in regional cooperation. It is in this context 
that the CAREC Integrated Trade Agenda 2030 aims to support reforms to enhance policy and regulatory environments 
and link CAREC countries with regional and global value chains. Supported by investments, policy dialogues, and 
knowledge products and services, the agenda includes a number of measures to: 

•  promote consistent and open foreign investment policies and measures to develop domestic financial markets;  
• adopt policy reforms and measures to match the demand and supply of skills to support cross-border mobility; 
• support business development and provide other support services;
•  support regional collaboration on training and education services, mutual recognition of skills arrangements, and 

development of a regional labor market information system and skills upgrading; 
•  develop tourism and travel-related services, including facilitated visa regimes for business people (e.g., business 

cards and special arrangements for traders, driver mobility, and temporary movement of workers); 
• conduct policy work to develop telecommunication, financial, transport, logistics, education, and other business 

services including an analysis of CAREC countries’ services restrictiveness in relation to their commitments under 
the General Agreement on Trade in Services and other trade agreements;

• share good practices in promoting regulatory convergence and coherence; and 
• build capacity and share knowledge on free trade agreements, including through inter-subregional sharing 

of experience with these agreements and issues beyond trade in goods such as trade in services, investment, 
competition policy, intellectual property, economic and technical cooperation. 

CAREC = Central Asia Regional Economic Cooperation.
Sources: ADB. 2019a. CAREC Integrated Trade Agenda 2030 and Rolling Strategic Action Plan 2018–2020. Manila.  
https://www.adb.org/documents/carec-trade-agenda-2030-action-plan-2018-2020; ADB. 2019e. CAREC Integrated 
Agenda Issues Paper. Manila. https://www.adb.org/publications/carec-trade-agenda-2030-issue-papers. 

Other Regional Cooperation Arrangements   

CAREC countries are participating in several regional initiatives, some of which include 
cooperation in the services sector. Currently, CAREC countries are members and/or participants 
in numerous other regional organizations and economic cooperation initiatives within which they 
collaborate with one another and countries beyond the region (Table 4.5). Regional cooperation within 
the frameworks of these organizations, initiatives, and agreements has, at varying degrees, aimed to 
facilitate and foster growth of the CAREC region’s services sector (Table 4.6). The extent through which 
these have effectively supported regional cooperation and integration remains to be seen.  

https://www.adb.org/documents/carec-trade-agenda-2030-action-plan-2018-2020
https://www.adb.org/publications/carec-trade-agenda-2030-issue-papers
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Table 4.5: CAREC Countries—Membership/Participation in Selected Regional 
Organizations and Regional Cooperation Initiatives

Country BRI CIS EAEU ECO EU AA SCO SPECA TRACECA
Afghanistan Yes No No Yes No Noa Yes No
Azerbaijan Yes Yes No Yes Nob Noc Yes Yes
China, People’s Republic of Yes No No No No Yes No No
Georgia Yes No No No Yes No No Yes
Kazakhstan Yes Yes Yes Yes No Yes Yes Yes
Kyrgyz Republic Yes Yes Yes Yes No Yes Yes Yes
Mongolia Yes No No No No No No No
Pakistan Yes No No Yes No Yes No No
Tajikistan Yes Yes No Yes No Yes Yes Yes
Turkmenistan Yes Yes No Yes No No Yes No
Uzbekistan Yes Yes No Yes No Yes Yes Yes

BRI = Belt and Road Initiative, CAREC = Central Asia Regional Economic Cooperation, CIS = Commonwealth of Independents States,  
EAUE = Eurasian Economic Union, ECO = Economic Cooperation Organization, EU AA = European Union Association Agreement,  
SCO = Shanghai Cooperation Organization, SPECA = United Nations Special Programme for the Economies of Central Asia, TRACECA = Transport 
Corridor Europe–Caucasus–Asia program.
Note: Afghanistan’s membership as listed does not reflect any change, if any, after 15 August 2021. 
a Observer.
b Being negotiated.
c Dialogue partner.
Sources: Belt and Road Initiative, https://www.beltroad-initiative.com/; Commonwealth of Independent States, http://www.cisstat.com/
eng/site-map.htm; Eurasian Economic Union, http://www.eaeunion.org/?lang=en; Economic Cooperation Organization, http://www.eco.
int/; European Commission, https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/; Shanghai Cooperation 
Organization, http://eng.sectsco.org/; United Nations Special Programme for the Economics of Central Asia, https://unece.org/speca; 
Transport Corridor Europe-Caucasus-Asia, http://www.traceca-org.org/en/home/.

Table 4.6: Service Industry Coverage of Selected Regional Organizations 
and Regional Cooperation Initiatives

Industry BRI CAREC CIS EAEU ECO EU AAa SCO SPECA TRACECA
Tourism and related services and 
infrastructure

√ √ √ √ √ √ √

Transport and storage services and related 
infrastructure

√ √ √ √ √ √ √ √ √

Information and communication services and 
digital infrastructure

√ √ √ √ √

Financial services √ √ √ √ √

Education, research and development √ √ √ √ √ √ √

Quality testing and certification services √ √ √ √ √

Other agriculture-related services √ √ √ √ √

BRI = Belt and Road Initiative, CAREC = Central Asia Regional Economic Cooperation, CIS = Commonwealth of Independents States, 
EAUE = Eurasian Economic Union, ECO = Economic Cooperation Organization, EU AA = European Union Association Agreement, SCO =  Shanghai 
Cooperation Organization, SPECA = United Nations Special Programme for the Economies of Central Asia, TRACECA = Transport Corridor 
Europe-Central Asia program.
Note: Afghanistan’s membership as listed does not reflect any change, if any, after 15 August 2021. 
a Refers to the European Union’s Association Agreement with Georgia.
Sources: Belt and Road Initiative, https://www.beltroad-initiative.com/; Commonwealth of Independent States, http://www.cisstat.com/
eng/site-map.htm; Eurasian Economic Union, http://www.eaeunion.org/?lang=en; Economic Cooperation Organization, http://www.eco.
int/; European Commission, https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/; Shanghai Cooperation 
Organization, http://eng.sectsco.org/; United Nations Special Programme for the Economics of Central Asia, https://unece.org/speca; 
Transport Corridor Europe-Caucasus-Asia, http://www.traceca-org.org/en/home/.

https://www.beltroad-initiative.com/
http://www.cisstat.com/eng/site-map.htm
http://www.cisstat.com/eng/site-map.htm
http://www.eaeunion.org/?lang=en
http://www.eco.int/
http://www.eco.int/
https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/
http://eng.sectsco.org/
https://unece.org/speca
http://www.traceca-org.org/en/home/
https://www.beltroad-initiative.com/
http://www.cisstat.com/eng/site-map.htm
http://www.cisstat.com/eng/site-map.htm
http://www.eaeunion.org/?lang=en
http://www.eco.int/
http://www.eco.int/
https://ec.europa.eu/trade/policy/countries-and-regions/negotiations-and-agreements/
http://eng.sectsco.org/
https://unece.org/speca
http://www.traceca-org.org/en/home/
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Regional Trade Agreements 

Several CAREC countries are pursuing reciprocal liberalization of trade in services in 
their regional trade agreements. Among those notified to the WTO where services are covered in the 
agreements are those signed by Georgia, Kazakhstan, the Kyrgyz Republic, Mongolia, Pakistan, and the 
PRC (Table 4.7). Most of these agreements are of recent vintage and tend to add to GATS commitments. 
CAREC is also in the early stages of exploring the feasibility of a regional free trade agreement. Trade in 
services has been identified among the priority sectors that could yield an early harvest. Preparations are 
underway to promote common understanding and improve capacities among trade officials. 

When services commitments are included in these regional agreements, they are likely 
to contribute to closer economic relationships among the parties concerned. Parties to regional 
trade agreements tend, on average, to go well beyond their services commitments under the GATS 
(WTO  2019) (Box 4.3). In November 2020, the Regional Comprehensive Economic Partnership 
(RCEP) Agreement—which accounts for 29% of world GDP, 30% of global population and 25% of trade 
in goods and services—was signed by 15 countries including the PRC. Its comprehensive coverage 

Table 4.7: Regional Trade Agreements Entered into by CAREC Countries 
with Services Commitments

Regional Trade Agreements Notified to the WTO 
With at Least 

2 CAREC Members 
Entry into Force 

of Services Agreement  
ASEAN – People’s Republic of China 2007
People’s Republic of China – New Zealand 2008
People’s Republic of China – Singapore 2009
People’s Republic of China – Pakistan Yes 2009
Chile – People’s Republic of China 2010
People’s Republic of China – Peru 2010
People’s Republic of China – Costa Rica 2011
Asia Pacific Trade Agreement Yes 2013
European Union – Georgia 2014
People’s Republic of China – Iceland 2014
People’s Republic of China – Switzerland 2014
Australia – People’s Republic of China 2015
Republic of Korea  – People’s Republic of China 2015
Eurasian Economic Union (Customs Union) – includes 
Kazakhstan and Kyrgyz Republic

Yes 2015

Japan – Mongolia 2016
European Free Trade Agreement – Georgia 2017
People’s Republic of China – Georgia Yes 2018
Hong Kong, China  – Georgia 2019
Georgia – United Kingdom 2021
People’s Republic of China – Mauritius 2021

CAREC = Central Asia Regional Economic Cooperation, WTO = World Trade Organization. 
Note: Excludes those where implementation period has ended and where an early announcement has been made to the WTO. 
Source: WTO. Regional Trade Agreements Database. http://rtais.wto.org/UI/PublicAllRTAList.aspx (accessed  July 2021).

http://rtais.wto.org/UI/PublicAllRTAList.aspx
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Box 4.3: GATS Commitments in Regional Trade Agreements

The World Trade Organization’s database on regional trade agreements (RTAs) lists 303 such agreements, 
153 of which cover services as well as goods. Many RTAs with services provisions have come into being since 2000. 
Based on the countries that have signed these RTAs, Roy, Marchetti, and Lim (2006) find that they potentially cover 
more than 80% of world services trade. The patterns and content of services obligations vary considerably between 
agreements. Analyses reveal that these RTAs both add to and subtract from General Agreement on Trade in Services 
(GATS) commitments (Miroudot, Sauvage and Sudreau 2010; Adlung and Miroudot 2012; Zhou and Whalley 
2014). GATS- plus commitments are deeper and fuller than those found in GATS in terms of market access and/or 
sector coverage. GATS-minus commitments are the opposite, and GATS-neutral commitments replicate what is in 
the GATS. 

Zhou and Whalley (2014) concluded that while GATS-plus and GATS-neutral RTA commitments have a 
significantly positive effect on trade flows between preferential partners, the negative effect on trade of GATS-minus 
commitments was not significant. The authors attributed this result mainly to the existence of two other characteristics 
of the RTAs concerned. The first is reliance on liberal rules of origin to determine eligibility for preferential treatment. 
The second is a “non-party most-favored-nation provision,” which guarantees equally favorable treatment to 
non- parties to the agreement concerned.   

Based on work by Miroudot, Sauvage and Sudreau (2010), in a sample of 56 RTAs and 155 service subsectors, 
Zhou and Whalley (2014) estimated that around 60% of the services subsectors covered contained GATS-plus 
commitments. These commitments were found predominantly in Mode 4 (movement of service providers), Mode 1 
(cross-border transactions), and Mode 2 (consumption abroad); and to a lesser extent in Mode 3 (commercial 
presence). It is perhaps not surprising that Mode 4 is the best served means of delivery in RTAs; GATS commitments 
here are relatively sparse, and nearer neighbors are granted better access for their natural services suppliers. Mode 1 
is relatively open in GATS but has attracted deeper RTA commitments. In the case of Mode 2, few restrictions apply 
under GATS—which is effectively an export activity for the committing country (e.g., tourism)—so there is little 
additional advantage left to give RTA partners. As for Mode 3, limited additional commitments under RTAs would 
seem to reflect general caution about opening markets to foreign investors. In terms of sector coverage, GATS-plus 
commitments were more prominent in health and social services, transport, recreational services, and other services. 
They were less common in communication and financial services.

Adlung and Miroudot (2012) analyzed GATS-minus provisions in 66 free trade agreements covering 
80,000 commitments. They found GATS-minus commitments in most of the agreements examined, mainly in Modes 3 
and 4, less so in Modes 1 and 2. Financial services, communication services, and business services were the subsectors 
most affected. The least affected were construction and engineering, education, tourism, distribution, environmental 
services, and recreational services. These patterns reflect the degrees of sensitivity prevalent in particular modes 
and subsectors.

Finally, the architecture of many RTAs differs from that of GATS schedules in several ways, and the differences 
can influence the degree of openness provided. Mention has already been made of rules of origin and the use of 
non- party most-favored-nation provisions. One of two other factors is the contrast between RTAs and the GATS 
in the use of positive and negative approaches to commitments. Each commitment is specified and expressed 
positively in the GATS schedules. By contrast, some RTAs use negative listing by specifying only exemptions from 
GATS obligations. While in a formal sense the two approaches should produce the same outcome, in practice negative 
listings are more transparent; what is not mentioned as an exception in a negative listing is subject by default to agreed 
disciplines. A second difference is the use of separate texts by several RTAs in detailing financial sector commitments. 
This tends to lay out a more extensive regime beyond the market access and national treatment provisions inscribed 
in their schedules of commitments. Due to these architectural differences, RTAs by and large offer more enhanced 
access than the GATS.

Sources: R. Adlung and S. Miroudot. 2012. Poison in the Wine? Tracing GATS-minus Commitments in Regional Trade Agreements. 
WTO Staff Working Paper ERSD2012-04. Geneva: WTO. https://www.wto.org/english/res_e/reser_e/ersd201204_e.pdf; Roy, M., 
J. Marchetti, and H. Lim. 2006. Services Liberalization in the New Generation of Preferential Trade Agreements (PTAs): How Much 
Further than the GATS? Staff Working Paper ERSD-2006-07. Geneva: World Trade Organization. https://www.wto.org/english/
res_e/reser_e/ersd200607_e.pdf; Miroudot, S., J. Sauvage and M. Sudreau. 2010. Multilateralizing Regionalism: How Preferential Are 
Services Commitments in Regional Trade Agreements. OECD Trade Policy Papers No.106. https://developing-trade.com/wp-content/
uploads/2014/11/DTC-Article-Chapter-2011-1.pdf; Zhou and Whalley. 2014. How Do the “GATS-Plus” and “GATS-Minus” 
Characteristics of Regional Service Agreements Affect Trade in Services? Cambridge, Massachusetts: National Bureau of Economic 
Research. Working Paper 20551 https://www.nber.org/papers/w20551.

https://www.wto.org/english/res_e/reser_e/ersd201204_e.pdf
https://www.wto.org/english/res_e/reser_e/ersd200607_e.pdf
https://www.wto.org/english/res_e/reser_e/ersd200607_e.pdf
https://developing-trade.com/wp-content/uploads/2014/11/DTC-Article-Chapter-2011-1.pdf
https://developing-trade.com/wp-content/uploads/2014/11/DTC-Article-Chapter-2011-1.pdf
https://www.nber.org/papers/w20551
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extends beyond the signatories’ previous trade agreements. RCEP promotes greater services trade by 
lifting the most restrictive and discriminatory barriers to activity. It contains modern and comprehensive 
provisions including rules on market access, national treatment, most favored-nation treatment, and 
local presence, and adopts a negative list approach, where member economies will be open to foreign 
service suppliers unless they appear on the list (Kang et al. 2020). The agreement has a chapter for 
the temporary movement of natural persons that will allow access to RCEP countries for business 
persons engaged in trade in goods, the supply of services, and the conduct of investment activities. 
The experience and coverage of other regional trade agreements’ GATS-plus provisions and RCEP 
may provide useful lessons for CAREC countries to consider including similar chapters to expand and 
liberalize their trade in services.   

Other Forms of Cooperation 

With the rapid rise of e-commerce and digital trade amid the pandemic, regional agreements 
have emerged at the forefront of rulemaking to seize the opportunities they bring. Notably, the 
Australia-Singapore Digital Economic Partnership Agreement; Digital Economy Partnership 
Agreement between Chile, New Zealand, and Singapore; and the Comprehensive and Progressive 
Trans-Pacific Partnership, aim to reduce trade barriers in the digital economy, build comparative 
standards, and promote regulatory harmonization in domestic legal frameworks governing electronic 
transactions and cross-border business (ADB 2021e). 

Digital services trade—while concentrated in few economies—has demonstrated resilience 
compared with non-digital services. CAREC countries can begin to study reforms in domestic 
services regulations as well as taxation and other cooperation arrangements (e.g., mutual recognition) 
to unlock the potential to expand digital services. For example, the PRC has established cross-border 
e-commerce pilot zones in 28 provinces and cities including Beijing, Hainan, and Shanghai—some of 
which have adopted the negative list approach to cross-border services trade—to promote the digital 
economy and opening-up of the services sector.42 The PRC has also been organizing annual fairs for 
trade in services to share new business models and has proposed the establishment of the Global 
Alliance for Trade in Services.

Regional cooperation can help align policy and regulatory reforms and nurture closer links with 
global and regional value chains. Box 4.4 illustrates how greater regional cooperation, government 
policy, and the support of development partners can offer effective responses to challenges in 
supporting a particular industry grow, diversify an economy, and develop value chain within the region 
and beyond. 

42 State Council of the PRC. 2021. China Releases Negative List for Cross-border Services Trade in Hainan. http://english.www.gov.
cn/statecouncil/ministries/202107/26/content_WS60fe1051c6d0df57f98dd933.html; State Council of the PRC. 2020. Pilot 
Project Approved to Innovate and Develop Services Trade. http://english.www.gov.cn/policies/latestreleases/202008/11/content_
WS5f32852cc6d029c1c263792c.html. 

http://english.www.gov.cn/statecouncil/ministries/202107/26/content_WS60fe1051c6d0df57f98dd933.html
http://english.www.gov.cn/statecouncil/ministries/202107/26/content_WS60fe1051c6d0df57f98dd933.html
http://english.www.gov.cn/policies/latestreleases/202008/11/content_WS5f32852cc6d029c1c263792c.html
http://english.www.gov.cn/policies/latestreleases/202008/11/content_WS5f32852cc6d029c1c263792c.html
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Box 4.4: Regional Cooperation: Implications for 
the Kyrgyz Republic Garment Industry

The development of the Kyrgyz Republic’s garment industry illustrates how a national specialization can be 
promoted to diversify an economy and fit smoothly into a broadly beneficial regional value chain (RVC). It also 
highlights challenges where greater regional cooperation, government policy, and development partners can 
support effective responses. 

The country’s apparel sector began under the former Soviet Union as a vertically integrated sheep 
breeding– fabric production–finished clothing industry. It has greatly changed and now contributes 15% of gross 
domestic product, employs about the same share of the nation’s labor force, and is a sizeable export earner in an 
economy otherwise overly reliant on gold production and fluctuating remittance inflows. Small and medium- sized 
enterprises (SMEs), key drivers in all the CAREC economies, dominate the industry and operate mainly on 
low- value-added cut-make-trim sewing contracts for women’s wear, as well as in some cases for garment parts 
(e.g., pockets and sleeves) and final stitching of ready-made clothing. Only some larger SMEs have graduated 
to the higher-value design, shipping, distribution, and retail opportunities the industry and international export 
markets can offer. 

Much of the industry’s trade with its biggest export markets—Kazakhstan and the Russian Federation—is done 
through ethnic Kyrgyz business owners in the two countries, but regional and international cooperation and trade 
agreements have also greatly helped. After the textile industry collapsed following independence in 1991, the opening 
by the Kyrgyz Republic and the People’s Republic of China (PRC) of their common border brought the flow of fabrics 
and technical equipment from the PRC needed to build a new garment sector to replace it. Low or zero tariffs and 
harmonized regulatory regimes due to the 1998 accession to the World Trade Organization have spurred exports, 
and these have been protected in the industry’s two principal foreign markets at the RVC’s demand end since the 
Kyrgyz Republic joined the Eurasian Economic Union in 2015. The PRC has in the meantime remained the main source 
of material and sewing machine inputs. 

An easing of taxes and taxation requirements on SMEs has helped small garment producers grow. So have 
the trade-friendly policies and plans for industry expansion under the National Export Strategy launched in 2013. 
The government has collaborated on stepped-up worker training and brand development with two national sector 
business associations. One advocates on the garment sector’s behalf; the other has attracted foreign buyers to 
annual fashion trade shows since 2006 and expands sales abroad through offices in the two major export markets.

The vital next steps—for instance, adopting more modern technology to upgrade from the prevalent 
low- value- added cut-make-trim model, and accessing broader and higher-value export markets—will require more 
of the skills training, capacity building, and trade promotion that has already been well supported by the government 
and international development partners such as the Asian Development Bank. This support and these services—
and wherever possible, greater collaborative action by CAREC members—are also essential to fulfill other needs that 
are common to the efforts across the region to diversify national economies by building specialized industries and 
RVCs. Greater SME access to finance is critical. So are stronger business associations, a better understanding between 
countries of how to develop and deepen complementary and mutually beneficial RVCs, and further simplification and 
harmonization of regulations and cross-border procedures to form and further develop CAREC value chains.

Source: CAREC Institute. 2019. Regional Value Chains in CAREC: The Case of Kyrgyzstan Garment Industry. Working Paper. 
Urumqi:CAREC Institute.
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Raising the Efficiency and Quality of the Labor Market

The efficiency of the CAREC country labor markets is constrained by a few factors. International 
labor mobility is often low, and/or it is not easy in some countries to hire foreign workers (Table 4.8). 
As  a result, firms have difficulty finding workers with the right skills. Labor tax rates, including 
employers’ social security contributions, are high in most CAREC countries, as are redundancy costs. 
This raises labor costs significantly and discourages firms from employing workers formally. These 
constraints hinder development across CAREC economies but are particularly harmful to the growth 
of labor-intensive industries, including many in the services sector.43 

Table 4.8: CAREC Countries—Ranking in Global Competitiveness Index 2019 
Components Relating to Labor Market

Country
Internal Labor 

Mobility
Ease of Hiring 
Foreign labor

Labor 
Tax Rate

Redundancy 
Costs

Hiring and Firing 
Practices

Azerbaijan 58 3 107 57 4

China, People’s Republic of 73 39 139 116 26

Georgia 123 9 1 17 25

Kazakhstan 61 41 36 17 41

Kyrgyz Republic 65 92 88 78 94

Mongolia 95 126 43 17 79

Pakistan 66 78 64 64 39

Tajikistan 119 102 119 47 37

CAREC = Central Asia Regional Economic Cooperation. 
Notes: The Global Competitiveness Index 2019 covers 141 countries. It does not cover Afghanistan, Turkmenistan and Uzbekistan. 
Source: Schwab. 2019. The Global Competitiveness Report 2019. Geneva.

 
Labor market efficiency must be raised to stimulate the development of the services 

sector in the CAREC region. CAREC countries need to increase internal labor mobility and/or 
lower their labor tax rates and redundancy costs. The focus of their labor market policies needs 
to shift from protecting jobs to protecting workers and creating a flexible labor market that works 
in combination with a reliable, predictable social security system.44 The capacity of labor market 
institutions to identify emerging skills shortages and inform planning for tertiary education and 
vocational training—including from mutual recognition to a qualifications reference framework—
also needs strengthening. 

43 The inefficiencies of the labor markets partly explain the high incidence of informal employment and outward labor migration in many 
CAREC countries. 

44 Such a combination, which has roots in Denmark and other European countries, is referred to as “flexicurity” (Campbell and Ronnas 2019; 
Humlum and Munch 2017).
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Developing Physical and Digital Infrastructure

Services sector development—including the growth of the services industries important to 
economic diversification in the CAREC countries—requires good physical and digital infrastructure 
(Ghani 2010; Linn 2015; Sahoo and Dash 2016). A reliable and cost-effective electricity supply is 
essential to developing most service industries. Freight transportation and storage services require 
well-maintained roads, railways, and airports as well as adequate facilities and logistics centers. 
Tourism services demand good passenger transport infrastructure (including train and bus stations), 
hotels, convenience facilities, and entertainment centers. Telecommunication and information 
services must be served by up-to-date networks and secure internet servers. 

Infrastructure deficiencies affect CAREC’s competitiveness. All eight CAREC countries 
covered by the Global Competitiveness Index 2019 ranked low on at least some infrastructure-related 
components of the index. Only Georgia escaped a low ranking in tourist service infrastructure in the 
Travel and Tourism Competitiveness Index 2019 (Table 4.9). These international rankings underscore 
some weaknesses in the operation and maintenance of physical infrastructure in the CAREC countries. 

Table 4.9: CAREC Countries—Ranking in Selected Global Competitiveness 
Index 2019 and Travel and Tourism Competitiveness Index 2019 

Components Relating to Infrastructure

Country
Road 

Connectivity
Quality of Road 
Infrastructure

Railroad 
Density

Airport 
Connectivity

Electricity 
Supply Quality

Tourist Service 
Infrastructure

Azerbaijan 88 27 34 79 59 96

China, People’s Republic of 10 45 61 2 18 86

Georgia 65 81 44 81 36 41

Kazakhstan 56 93 66 72 19 90

Kyrgyz Republic 110 113 86 104 115 128

Mongolia 112 112 96 97 73 105

Pakistan 52 67 54 41 99 112

Tajikistan 137 50 72 121 107 131

CAREC = Central Asia Regional Economic Cooperation. 
Note: Data is out of 141 countries covered in the Global Competitiveness Index 2019 except for tourist services infrastructure which is out of 
140 countries covered in the Travel and Tourism Competitiveness Index 2019. 
Source: World Economic Forum. 2019a. The Global Competitiveness Report 2019. Geneva; World Economic Forum. 2019b. The Travel and 
Tourism Competitiveness Report 2019: Travel and Tourism at a Tipping Point. Geneva.
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Improvements to physical and digital infrastructure are critical across the board if the 
CAREC countries are to facilitate greater development in their services sector. It is also critical 
to enhance connectivity and sustainability of transportation networks along the CAREC corridors. 
This is being addressed under the CAREC Transport Strategy 2030, which includes the strategic 
pillar of cross-border transport and logistics facilitation and identifies priority investments for better 
connectivity (ADB 2020).  

In terms of digital infrastructure, while technical capacity for accessing the internet is high in 
most CAREC countries, barriers—such as affordability and low levels of digital literacy—create a gap 
between access and actual use. The basic data infrastructure is also underdeveloped in most CAREC 
countries. It is encouraging to note that all CAREC countries have digital strategies that aim to provide 
universal access to digital technologies. Recommendations for internet infrastructure in CAREC 
countries include expanding last-mile coverage, launching 5G networks as appropriate, enhancing 
digital literacy, developing business-oriented infrastructure, and establishing backbone networks, 
internet exchange points, data centers and cloud computing (Minges 2021).



Chapter 5

CONCLUSION, 
RECOMMENDATIONS, 

AND POSSIBLE PROJECTS

Conclusion

The services sector is a key driver of economic development and crucial for diversification 
in CAREC countries. The services sector expanded rapidly and made a significant contribution to 
economic growth in all CAREC countries over the last 2 decades. CAREC countries could further 
intensify development in the services sector by fostering growth of the services subsectors or industries 
critical to economic diversification and sustainable development. The COVID-19 pandemic heightened 
the need for diversification and resilience and at the same time, demonstrated the potential for certain 
service subsectors and/or industries to flourish amid the changing trade landscape.

Several services subsectors are particularly important to achieving diversification in the 
CAREC country economies. They are telecommunication and information services (including software 
development and data processing); financial services (including insurance and other nonbank services); 
education and research and development services (including agricultural extension services, vocational 
training, scientific research and development, and market research); tourism-related services (including 
passenger transport, travel agency, and accommodation services); freight transport and storage services 
(including logistics services and cold storage services for horticulture products); quality (including food 
quality) testing and certification services; and other agriculture-related services. Efforts should be 
focused on these crucial services subsectors, away from primary production, and toward manufacturing 
and high value-added economic activities.

CAREC countries need to create an enabling environment for robust growth in the 
services sector in the region. This includes a coherent and comprehensive approach that pursues a 
balanced development of the services sector in view of the interdependence that exists between many 
service industries. The sluggish growth of some services subsectors stifles growth of other service 
industries. Critical elements for an enabling environment are improving governance, enhancing market 
competition, deepening regional cooperation and integration, raising the efficiency and quality of the 
labor market, and developing physical and digital infrastructure. 
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Regional cooperation and integration between CAREC countries can facilitate and 
accelerate the development of the services sector and regional value chains. The CAREC 
Integrated Trade Agenda 2030 and other cluster or sector strategies under the broad CAREC 2030 
Strategy is a strong platform for promoting policy and regulatory coherence, reducing trade barriers 
through reciprocal liberalization of trade in services, and building and expanding cross-border digital 
services trade. 

Policy Recommendations

Governments need to adopt a coherent and comprehensive approach to promote the 
development of the services sector in CAREC countries. To achieve this they should: 

• Institute independent midterm and final evaluations of government strategies, 
programs, and road maps, including those aimed at developing service industries. This 
will help increase the effectiveness of government efforts through a whole-of-government 
approach in developing the services sector. 

• Improve the legal, regulatory, and institutional framework for the services sector. 
The CAREC countries should undertake a diagnostic assessment of the legal, regulatory, 
and institutional framework for each service industry critical to economic diversification and 
development whenever such an assessment has not been recently carried out. Countries 
may take measures to reduce regulatory burdens (e.g., through the so-called regulatory 
guillotine) and facilitate innovation (e.g., through the establishment of regulatory sandboxes 
and innovation hubs).

• Set up a systematic process for conducting regulatory impact assessments of proposed 
new laws and regulations, including those affecting the services sector. This will help 
the CAREC countries establish and maintain a favorable legal and regulatory framework for 
the services sector that is likely to deliver the greatest net benefit.  

• Strengthen the protection of property rights. Given the importance of the protection 
of intellectual property rights for the robust development of the services sector,  CAREC 
countries should undertake a diagnostic assessment, and prepare and implement a road map 
for strengthening the protection of such rights.
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• Do more to involve the private sector. CAREC members should take steps to enable the 
private sector to play a greater role in the development of producer services. The emphasis 
should be on creating a level playing field on which state-owned enterprises and private 
entities can compete. 

• Liberalize trade in services, while minimizing side-effects. CAREC countries should 
liberalize trade in services, lowering trade costs and barriers to FDI, while taking measures to 
minimize the attendant costs and risks. 

• Review commitments under the GATS. CAREC countries should review their GATS 
obligations to ensure that their commitments are not currently weaker than their actual 
policies. They should also consider whether making additional GATS commitments might be 
desirable as a lock-in mechanism for policy reforms.

• Deepen and expand regional cooperation and integration in the areas related to 
services. Knowledge sharing including cooperation to strengthen trade in services statistics, 
policy alignment, and coordinated infrastructure development can be very useful in 
developing the services sector. The pursuit of liberalization of trade in services is likely to 
generate significant net benefits for all countries involved, especially when it is a part of deep 
regional economic integration. 

• Make labor markets more efficient. The efficiency of labor markets in the CAREC region 
should be raised by increasing internal labor mobility, reducing labor tax rates and redundancy 
costs, strengthening labor market institutions, and shifting the focus of labor policies from 
protecting jobs to protecting workers.

• Build and upgrade critical infrastructure. CAREC countries need to address the deficiencies 
of physical and digital infrastructure that impede the development of the services sector. 

Table 5.1 is a list of projects that could foster the development of the services sector in CAREC 
countries and that the development partners could further support through lending projects and 
technical assistance. 45 

45 ADB placed on hold its assistance in Afghanistan effective 15 August 2021.
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Table 5.1: Possible Projects for CAREC Countries

Services Industry or 
Thematic Area Project Scope or Component Project Type Countries Priority

Telecommunication 
and information 
services

Update, implement, and roll-out of 
actions on comprehensive national 
digital development strategy

National TA 
projects

Kazakhstan, the 
Kyrgyz Republic, 
Mongolia, Tajikistan, 
and possibly some other 
CAREC countries

Near- to 
medium-term

Formulate a roadmap for the 
development of information services 
such as software development, 
data processing, and “mining” for 
blockchain technology

National TA 
projects

Kazakhstan, the 
Kyrgyz Republic, 
Tajikistan, Uzbekistan, 
and possibly some other 
CAREC countries

Near- to 
medium-term

Formulate a comprehensive regional 
digital development strategy for 
CAREC countries

Regional TA 
project

All CAREC countries Medium-term

Develop CAREC digital highways and 
domestic fiber-optic networks with 
the aim of increasing the supply of 
bandwidth, improving the quality of 
internet connections, and reducing 
the cost of Internet access

Regional and/ or 
national public 
investment 
projects

All CAREC countries Medium- to 
long-term

Financial services Establish a public credit registry or a 
private credit bureau, or expand the 
coverage of existing public registry or 
private credit bureau

Regional or 
national TA 
projects

All CAREC countries 
except Georgia and the 
PRC

Near-term

Establish regulatory sandboxes 
for development of innovative 
financial products

Regional TA 
project

Georgia, the 
Kyrgyz Republic, 
Uzbekistan, and 
possibly some other 
CAREC countries

Near- to 
medium-term

Establish digital banks or 
neobanks and online and mobile 
banking services

National TA 
and/ or private 
sector projects

CAREC-10 countries Medium- to 
long-term

Develop insurance services, including 
credit insurance services for SMEs 
and farms

National public 
investment 
and/ or private 
sector projects 

All CAREC countries Medium- to 
long-term

Develop securities markets National 
TA projects, 
policy-based 
operations 
and/ or private 
sector projects

Kazakhstan, Pakistan, 
the PRC, and possibly 
some other CAREC 
countries

Medium- to 
long-term

Establish venture capital funds Regional or 
national private 
sector projects

All CAREC countries Medium- to 
long-term

Formulate and/ or implement  
financial literacy strategies (among 
SMEs, farms, and households) to 
stimulate growth of financial services 
from the demand side

National TA 
projects and/ or 
policy-based 
operations

All CAREC countries Medium- to 
long-term

continued on next page
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Services Industry or 
Thematic Area Project Scope or Component Project Type Countries Priority

Education, 
research, and 
experimental 
development 
services

Improve the quality of primary 
and secondary education 
(including through greater 
private sector involvement, use 
of modern technologies and 
teaching methods, introduction 
of results-oriented management 
and financing, and participation in 
international assessments)

National public 
investment 
projects, 
possibly leading 
to PPP

CAREC-10 countries Near- to 
medium-term

Modernize higher education and 
vocational training (in particular 
through greater involvement of 
the private sector, use of modern 
technologies and teaching methods, 
introduction of results-oriented 
management and financing, and 
participation in international 
university rankings) to improve the 
quality of higher education and 
vocational training, address the 
mismatch between the demand 
for and supply of skills, foster 
lifelong learning, and promote 
quality research at institutions of 
higher education

National public 
investment 
projects, 
possibly leading 
to PPPs

All CAREC countries Near- to 
medium-term

Introduce and/ or expand 
vocational training in business 
internationalization for SMEs

National TA 
and/ or public 
investment 
projects

All CAREC countries Medium- to 
long-term

Develop vocational training 
programs based on the German 
apprenticeship model

National TA 
and/ or public 
investment 
projects

Uzbekistan, and some 
other CAREC countries

Medium- to 
long-term

Establish/strengthen a lifelong 
education system

National TA 
and/ or public 
investment 
projects

All CAREC countries Medium- to 
long-term

Introduce a transparent system 
for stimulating (e.g., through grants 
and tax credits) private sector 
investment in training, research, 
and development

National TA 
projects and/ or 
policy-based 
operations

CAREC-10 countries Medium- to 
long-term

Establish research, development, 
and production clusters/networks 
(comprising universities, research 
institutions, and producers) in 
key sectors (e.g., agriculture 
and food, petrochemical, and 
pharmaceutical industries)

National public 
investment 
and/ or private 
sector projects

CAREC-10 countries Medium- to 
long-term

continued on next page

Table 5.1 continued



Conclusion, Recommendations, and Possible Projects 83

Services Industry or 
Thematic Area Project Scope or Component Project Type Countries Priority

Establish innovation facilitators 
(such as innovation hubs, 
incubators, and accelerators) to 
support the development and 
adoption of new information and 
communication technologies

National public 
investment 
and/ or private 
sector projects

All CAREC countries Medium- to 
long-term

Strengthen agricultural research 
and development (particularly 
through greater involvement of 
the private sector)

National public 
investment 
projects, 
possibly leading 
to PPPs

CAREC-10 countries Medium- to 
long-term

Tourism-related 
services

Develop and market regional 
tourism products

Regional TA 
project

All CAREC countries Near to 
medium-term

Develop medical screening and 
testing services for people entering 
the country 

National TA 
and/ or public 
investment 
projects

CAREC-10 countries Near- to 
medium-term

Develop emergency assistance and 
health care services for tourists

National TA 
and/ or public 
investment 
projects

CAREC-10 countries Near- to 
medium-term

Modernize border crossing 
infrastructure and procedures 
for people

Regional TA 
and public 
investment 
projects

The Kyrgyz Republic, 
Tajikistan, Turkmenistan, 
Uzbekistan, and possibly 
some other CAREC 
countries

Near- to 
medium-term

Construct new airports and/ or 
passenger terminals

National public 
investment 
projects, 
possibly leading 
to PPPs

Mongolia, Turkmenistan, 
Uzbekistan, and possibly 
some other CAREC 
countries

Medium- to 
long-term

Construct and rehabilitate 
secondary and tertiary roads 
connecting tourist sites with 
primary roads

National public 
investment 
projects

Azerbaijan, Georgia, 
Kazakhstan, the 
Kyrgyz Republic, 
Mongolia, Pakistan, 
Tajikistan, Turkmenistan, 
and Uzbekistan 

Medium- to 
long-term

Develop roadside services Private sector 
projects 
and/ or public 
investment 
projects leading 
to PPPs

Azerbaijan, Georgia, 
Kazakhstan, the 
Kyrgyz Republic, 
Mongolia, Pakistan, 
Tajikistan, Turkmenistan, 
and Uzbekistan

Medium- to 
long-term

Improve road transport connectivity 
among major tourism sites

Regional public 
investment 
projects

All CAREC countries Medium- to 
long-term

Develop tourist service 
infrastructure (including hotels, 
resorts, and entertainment 
facilities) and tourism clusters 
(including cross-border clusters)

Regional or 
national private 
sector projects

Azerbaijan, Georgia, 
Kazakhstan, the 
Kyrgyz Republic, 
Mongolia, Pakistan, 
Tajikistan, Turkmenistan, 
and Uzbekistan

Medium- to 
long-term

continued on next page
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Services Industry or 
Thematic Area Project Scope or Component Project Type Countries Priority

Develop tourism-related 
education and training, with 
programs based on common—
across countries—curricular and 
qualification standards

Regional TA and 
possibly public 
investment 
projects

All CAREC countries Medium- to 
long-term

Freight transport 
and storage 
services

Implement legal, regulatory, 
and institutional reforms in the 
transport sector (including railway 
and air transport) with the aim 
of improving the availability, 
affordability and quality of 
transport and storage services

National TA 
projects and/ or 
policy-based 
operations

All CAREC countries Near- to 
medium-term

Modernize border crossing 
infrastructure and procedures for 
trucks and trains

Regional TA 
and public 
investment 
projects

The Kyrgyz Republic, 
Tajikistan, Turkmenistan, 
Uzbekistan, and, other 
interested CAREC 
countries

Near- to 
medium-term

Introduce the electronic TIR system Regional TA 
and/ or public 
investment 
project

All CAREC countries Medium- to 
long-term

Introduce the CAREC Advanced 
Transit System and the Information 
Common Exchange

Regional TA 
and/ or public 
investment 
projects

Azerbaijan, Georgia, 
and Kazakhstan as pilot 
countries

Other interested CAREC 
countries

Medium- to 
long-term

Introduce intelligent transport 
systems (including automated 
weigh-in-motion stations) in road 
traffic management to improve 
operation and maintenance of roads 
and enhance road safety

Regional or 
national public 
investment 
projects, 
possibly leading 
to PPPs

All CAREC countries Medium- to 
long-term

Modernize and extend railway 
infrastructure (in particular through 
introduction of modern information 
and communication technologies, 
such as radio frequency 
identification technology)

Regional or 
national public 
investment 
projects, 
possibly leading 
to PPPs

All CAREC countries Medium- to 
long-term

Implement electronic cargo 
processing systems in air transport

Regional or 
national public 
investment 
projects, 
possibly leading 
to PPPs

All CAREC countries Medium- to 
long-term

Establish a network of logistic 
centers, including multimodal 
logistic centers and agro-logistics 
centers with primary processing 
(e.g., sorting, calibration, and 
packaging) capacity, and cold 
storage facilities

Regional or 
national public 
investment 
projects, 
possibly leading 
to PPPs

All CAREC countries Medium- to 
long-term

continued on next page
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Services Industry or 
Thematic Area Project Scope or Component Project Type Countries Priority

Quality testing 
and certification 
services

Implement legal, regulatory, 
and institutional reforms to 
eliminate conflicts of interest 
and enhance competition in the 
market for quality testing and 
certification services

National TA 
projects and/ or 
policy-based 
operations

Kazakhstan, Tajikistan, 
Turkmenistan, and 
Uzbekistan

Near- to 
medium-term

Establish or strengthen training 
programs in food quality and 
safety, improve the availability of 
experts, and increase demand for 
food quality and safety services

Regional 
TA project

All CAREC countries Near to 
medium-term

Develop a regional network 
of internationally accredited 
quality (including food quality) 
testing laboratories

Regional or 
national public 
investment 
projects, 
possibly leading 
to PPPs

All CAREC countries Medium- to 
long-term

Other agriculture-
related services

Develop a regional 
network of internationally 
accredited veterinary and 
phytosanitary laboratories

Regional or 
national public 
investment 
projects

All CAREC countries Medium- to 
long-term

Governance Carry out a diagnostic assessment 
of protection of IPRs with 
subsequent formulation and 
implementation of a roadmap for 
strengthening IPR protection

National TA 
projects and/ or 
policy-based 
operations

All CAREC countries Near- to 
medium-term

Establish a systematic process for 
conducting RIAs of proposed new 
laws and regulations, including 
those affecting the services sector

National TA 
projects and/ or 
policy-based 
operations

All CAREC countries Near- to 
medium-term

Labor market 
efficiency

Modernize labor market policies, 
regulations, and institutions to 
enhance the efficiency of the labor 
market and shift the focus of labor 
policies from protecting jobs to 
protecting workers

National TA 
projects and/ or 
policy-based 
operations

All CAREC countries Near- to 
medium-term

CAREC = Central Asia Regional Economic Cooperation, CAREC-10 = all CAREC countries except the People’s Republic of China,  
IPR =  intellectual property rights, PPP = public–private partnership, RIA = regulatory impact assessment, SMEs = small and medium-sized 
enterprises, TA = technical assistance, TIR = Transports Internationaux Routiers. 
Source: Authors’ proposals based on analysis of CAREC countries’ development priorities and various CAREC studies and documents.
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Appendix 1

CAREC COUNTRIES’ EXPORTS AND IMPORTS OF SERVICES BY VALUE

Table A1.1: Afghanistan—Exports and Imports of Services, 2005–2019 
($ million)

Afghanistan

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 88.9 551.0 1,290.6 747.9 1,853.3 1,767.5 839.4 1,171.3 696.8 1,261.4 14.7 5.9

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0   

Maintenance and repair 0.0 0.0 1.3 1.3 0.0 5.1 0.0 3.6 0.0 21.9  28.1a

Transport 6.3 285.5 148.0 516.1 256.8 1,103.9 94.5 849.5 93.7 909.7 19.3 8.3

Travel 1.6 53.2 16.7 35.8 101.7 105.0 79.4 147.2 190.3 190.3 34.1 9.1

Construction 47.3 33.9 578.6 22.5 778.1 47.6 291.0 17.3 91.0 0.4 4.7 –31.7

Insurance and pension 0.0 11.9 0.0 8.4 58.6 16.9 6.2 10.4 0.1 16.6  2.4

Financial services 7.6 0.1 105.9 2.4 95.3 16.4 54.3 3.9 3.9 1.3 –4.8 18.3

Charges for the use of intellectual property 0.1 0.0 0.6 0.3 0.0 10.7 0.0 0.2 0.0 4.1  –21.6b

Telecommunication, computer, 
and information services 

4.2 74.1 109.4 51.3 124.7 184.8 82.2 52.4 51.9 25.5 18.0 –7.6

Other business 19.3 55.3 299.9 45.9 390.0 222.7 142.9 35.9 163.9 40.9 15.3 –2.2

Personal, cultural, and recreational 0.3 0.0 3.9 0.1 1.7 9.6 28.9 7.3 5.0 0.0 20.1  

Government goods and services 2.4 37.1 26.2 63.8 46.4 44.8 60 43.6 96.8 50.7 26.4 2.2
a 2008 to 2019.   
b 2010 to 2019.
Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021). 

https://data.wto.org/


A
ppendix 1

87

Table A1.2: Azerbaijan—Exports and Imports of Services, 2005–2019 
($ million)

Azerbaijan

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 741.5 2,658.8 1,668.6 3,916.3 4,808.7 7,429.6 4,444.0 8,672.9 3,761.5 6,377.1 11.6 6.2

Manufacturing services on physical inputs 
owned by others 

49.3 0.9 97.4 0.0 267.9 0.0 0.9 0.0 0.5 1.4 –32.8 3.2

Maintenance and repair 9.2 5.0 23.3 25.1 260.0 225.0 69.3 75.8 13.6 62.9 2.8 18.1

Transport 239.2 378.9 793.9 682.5 741.0 969.5 1,518.3 1,009.6 1,108.0 1,458.4 11.0 9.6

Travel 77.7 164.0 191.2 342.8 2,433.3 2,476.9 2,309.5 2,603.1 1,791.5 1,702.5 22.4 16.7

Construction 9.4 1,498.8 109.1 1,440.8 245.0 485.2 23.0 3,519.7 31.6 1,034.2 8.7 –2.7

Insurance and pension 7.8 40.6 4.9 52.8 10.4 163.4 17.5 142.3 26.6 159.3 8.8 9.8

Financial services 0.1 10.4 0.1 12.5 2.4 11.2 2.7 16.4 7.3 46.7 30.6 10.7

Charges for the use of intellectual property 0.0 0.0 0.0 4.8 0.0 28.2 0.0 0.0 0.0 0.0   

Telecommunication, computer, and 
information services 

35.7 12.5 55.4 39.5 95.4 127.7 86.8 138.6 58.4 97.9 3.5 14.7

Other business 251.7 514.9 296.5 1,245.5 625.6 2,843.1 3,87.8 1,027.7 666.5 1,723.5 7.0 8.6

Personal, cultural, and recreational 3.0 5.0 3.9 6.6 0.0 0.0 7.2 20.1 22.5 16.0 14.4 8.3

Government goods and services 58.3 27.9 92.9 63.4 127.7 99.5 20.9 119.4 34.9 74.2 –3.7 7.0

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021).
 

https://data.wto.org/
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Table A1.3: Georgia—Exports and Imports of Services, 2005–2019 
($ million)

Georgia

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 737.9 635.8 1,270.9 1,246.2 2,562.0 1,453.8 3,087.1 1,683.0 4,600.5 2,431.7 13.1 9.6

Manufacturing services on physical inputs 
owned by others 

14.9 0.2 9.5 1.2 14.8 0.3 18.8 0.4 14.1 1.1 –0.4 12.2

Maintenance and repair 7.9 4.1 0.9 5.6 3.5 4.3 2.6 7.2 0.1 5.9 –31.2 2.6

Transport 333.0 288.5 615.3 642.4 852.9 804.7 952.1 956.9 1,006.7 1,276.4 7.9 10.6

Travel 241.4 168.8 446.6 203.5 1,410.9 256.4 1,868.5 329.6 3,268.7 657.1 18.6 9.7

Construction 0.0 16.0 2.2 17.8 7.6 6.1 9.2 10.2 5.1 7.1 4.3 –5.8

Insurance and pension 11.0 58.9 15.1 150.7 18.3 136.8 18.2 127.0 12.0 117.3 0.6 4.9

Financial services 20.3 2.2 9.7 17.4 19.8 21.1 11.0 11.7 23.5 23.4 1.0 16.9

Charges for the use of intellectual property 9.3 5.3 6.2 8.4 3.5 7.6 0.6 7.0 0.9 40.7 –16.7 14.6

Telecommunication, computer, and 
information services 

18.6 17.9 25.5 23.3 49.7 32.1 45.0 39.9 113.8 85.1 12.9 11.1

Other business 10.8 26.1 27.1 74.2 68.4 93.1 58.5 109.9 49.9 131.8 10.9 11.6

Personal, cultural, and recreational 3.2 0.0 8.9 17.9 15.9 12.6 14.0 11.3 14.9 14.3 11.0 5.8a

Government goods and services 67.4 47.5 103.8 83.8 96.8 78.8 88.7 71.8 90.8 71.5 2.1 2.9
a from 2007.
Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021).
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Table A1.4: Kazakhstan—Exports and Imports of Services, 2005–2019 
($ million)

Kazakhstan 

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 2,087.3 7,521.3 4,292.4 11,218.9 5,430.9 14,344.5 6,177.4 10,897.7 7,773.6 11,428.5 9.4 3.0

Manufacturing services on physical inputs 
owned by others 

0.0 14.0 0.0 0.0 0.0 0.0 14.3 56.5 70.1 185.4  18.5

Maintenance and repair 1.4 25.6 6.6 99.8 7.4 40.9 50.4 248.6 117.2 387.5 31.6 19.4

Transport 1,024.4 1,171.2 2,245.6 2,373.6 2,585.5 2,733.7 3,516.9 1,840.9 3,964.6 2,464.6 9.7 5.3

Travel 700.9 753 1,011.6 1,077.8 1,929.3 3272 1,632 2,867.3 2,463.3 2,763.1 9.0 9.3

Construction 2.0 1,941.4 18.2 3,187.7 19.0 2,755.4 36.0 571.9 51.0 194.7 23.1 –16.4

Insurance and pension 3.8 173.4 83.2 263.3 95.8 217.4 79.3 48.8 97.4 39.6 23.2 –10.5

Financial services 18.3 47.5 112.5 323.5 44.8 244.5 24.3 138.2 83.1 201.1 10.8 10.3

Charges for the use of intellectual property 0.0 30.9 0.0 86.7 0.0 152.4 0.9 149.1 2.8 141.3  10.9

Telecommunication, computer, and 
information services 

71.1 121.6 102.4 205.3 124.4 240.2 142.8 341.7 129.9 401.4 4.3 8.5

Other business 178.6 3,105.8 407.1 3,371.7 400.8 4,513.2 411.3 4,368.4 512.3 4,471.4 7.5 2.6

Personal, cultural, and recreational 0.2 16.5 0.8 25.1 1.3 60.6 1.2 68.1 3.6 47.3 20.6 7.5

Government goods and services 86.6 120.4 304.5 204.6 222.6 114.3 268 198.3 278.4 131.0 8.3 0.6

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021).

https://data.wto.org/


90
A

ppendix 1

Table A1.5: Kyrgyz Republic—Exports and Imports of Services, 2005–2019 
($ million)

Kyrgyz Republic

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 259.4 290.3 806.5 909.8 987.4 1,323.1 853.6 1,055.7 1,162.7 974.7 10.7 8.7

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0 0.0 0.0 0.0 0.0 11.8 0.0 0.0   

Maintenance and repair 0.0 0.0 0.0 0.0 0.0 0.0 0.4 2.8 0.0 0.0   

Transport 60.6 126.0 146.5 483.3 181.3 643.2 188.9 446.6 251.5 440.9 10.2 8.9

Travel 73.0 58.4 514.5 304.4 434.4 349.9 425.6 399.2 666.6 365.8 15.8 13.1

Construction 19.0 2.1 20.8 10.5 33.4 8.9 65.9 28.7 23.2 10.0 1.4 11.1

Insurance and pension 0.2 14.9 8.3 10.8 0.9 16.9 0.2 8.4 0.7 5.8 8.9 –6.7

Financial services 3.8 4.4 13.5 9.1 3.5 8.0 14.7 19.4 7.5 15.4 4.9 8.9

Charges for the use of intellectual property 1.7 6.0 0.0 0.0 2.7 7.8 1.4 6.0 1.0 4.4 –3.8 –2.2

Telecommunication, computer, and 
information services 

7.6 7.7 17.7 27.2 13.1 19.2 42.4 25.2 11.6 21.9 3.0 7.5

Other business 61.0 45.5 4.1 20.9 182.4 204.5 81.3 43.8 104.0 42.6 3.8 –0.5

Personal, cultural, and recreational 6.7 21.0 69.4 38.1 120.1 55.9 25.2 52.3 94.2 53.1 18.9 6.6

Government goods and services 25.9 4.2 11.6 5.5 15.5 8.8 7.6 11.6 2.4 14.9 –17.0 9.0

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021). 

https://data.wto.org/
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Table A1.6: Mongolia—Exports and Imports of Services, 2005–2019 
($ million)

Mongolia

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 414.4 400.8 519.4 628.6 651.5 2077.5 688.8 1,404.3 1,368.3 2,972.2 8.5 14.3

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 19.9 0.0 3.0 0.0 6.4 0.0 3.3 7.0   

Maintenance and repair 0.0 0.0 0.0 18.3 0.0 3.8 0.0 2.7 0.0 0.0   

Transport 199.2 147.9 165.4 258.9 204.8 516.8 238.6 344.6 477.9 976.7 6.3 13.5

Travel 176.8 125.7 246.9 217.3 177.5 485.1 245.6 421.7 513.6 909.0 7.6 14.1

Construction 0.8 3.5 4.8 3.0 30.3 490.6 33.6 114.3 64.2 122.5 31.3 25.4

Insurance and pension 2.3 8.4 3.6 15.3 0.0 25.1 0.0 23.9 0 20.4  6.3

Financial services 5.0 7.9 0.6 1.4 19.3 52.4 7.0 58.9 4.1 114.2 –1.4 19.1

Charges for the use of intellectual property 0.0 0.0 12.5 1.3 1.5 12.0 2.4 15.6 2.4 26.4  29.6a

Telecommunication, computer, and 
information services 

15.2 25.6 19.3 29.8 21.8 60.9 12.1 83.6 39.8 105.4 6.9 10.1

Other business 9.7 43.3 43.3 70.6 188.8 412.6 139.4 313.8 257.1 665.8 23.4 19.5

Personal, cultural, and recreational 0.1 30.6 0.5 0.7 0.2 1.1 0.8 4.3 1.3 0.9 18.3 –25.2

Government goods and services 5.3 8.0 2.5 12.2 4.5 17.0 3.0 20.9 4.6 23.7 –1.0 7.8
a Data is for 2008.
Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021). 

https://data.wto.org/
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Table A1.7: Pakistan—Exports and Imports of Services, 2005–2019 
($ million)

Pakistan

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 3,664.0 7,592.0 4,249.0 9,797.0 6,582.0 8,517.0 5,897.0 8,807.0 5,418.4 9,304.4 2.8 1.5

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0   

Maintenance and repair 1.0 90.0 3.0 84.0 7.0 92.0 2.0 113.0 9.0 62.0 15.7 –2.7

Transport 1,076.0 2,625.0 1,227.0 4,223.0 1,381.0 3,320.0 1,174.0 3,711.0 814.0 3,584.0 –2.0 2.2

Travel 182.0 1,280.0 316.0 1,518.0 339.0 1,414.0 317.0 1,658.0 483.0 1,602.0 7.0 1.6

Construction 18.0 132.0 42.0 55.0 33.0 47.0 44.0 18.0 94.0 27.0 11.8 –11.3

Insurance and pension 32.0 126.0 73.0 132.0 53.0 281.0 54.0 246.0 42.0 252.0 1.9 5.0

Financial services 47.0 124.0 55.0 214.0 43.0 120.0 108.0 230.0 108.0 209.0 5.9 3.7

Charges for the use of intellectual property 15.0 109.0 38.0 117.0 7.0 161.0 15.0 180.0 0.0 192.0 –5.9 4.0

Telecommunication, computer, and 
information services 

343.0 107.0 277.0 225.0 582.0 374.0 789.0 406.0 1,203.0 426.0 9.0 9.9

Other business 313.0 2,689.0 483.0 2,797.0 754.0 1,822.0 939.0 1,646.0 1,453.0 2,480.0 11.0 –0.6

Personal, cultural, and recreational 2.0 8.0 3.0 1.0 6.0 3.0 17.0 7.0 11.0 1.0 12.2 –14.9

Government goods and services 1,635.0 302.0 1,732.0 431.0 3,377.0 883.0 2,438.0 592.0 1,201.0 469.0 –2.2 3.1

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021). 

https://data.wto.org/
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Table A1.8: Tajikistan—Exports and Imports of Services, 2005–2019 
($ million)

Tajikistan

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 146.3 251.9 181.4 456.6 487.6 580.5 252.4 462.6 242.4 487.8 3.6 4.7

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0 0.0 149.3 0.0 67.6 0.4 23.3 1.3 –23.1  

Maintenance and repair 0.0 0.0 0.0 0.0 0.0 5.8 0.0 5.2 0.0 4.6   

Transport 55.9 178.6 47.3 179.2 324.9 499.7 164.7 353.3 192.4 382.9 8.8 5.4

Travel 1.6 3.7 4.2 10.8 1.6 3.9 1.0 0 13.7 5.1 15.3 2.3

Construction 7.2 30.7 0.0 127.8 0.0 28.6 0 79.3 0.1 50.0 –30.5 3.5

Insurance and pension 0.0 14.3 0.0 23.5 0.0 1.4 0 1.0 0.0 0.6  –22.7

Financial services 8.3 4.1 17.3 25.4 1.5 10.9 3.1 2.1 0.8 7.4 –16.7 4.2

Charges for the use of intellectual property 1.2 0.3 1.0 0.3 0.0 0.0 0.0 0.0 0.0 0.0   

Telecommunication, computer, and 
information services 

13.6 8.7 39.2 36.2 10.1 13.5 12.8 10.7 6.8 6.2 –5.0 –2.4

Other business 15.0 10.3 24.6 50.7 0.2 3.5 2.2 3.4 1.9 20.7 –14.8 5.0

Personal, cultural, and recreational 0.0 0.0 0.0 0.0 0.0 8.0 1.0 2.0 0.1 0.0   

Government goods and services 43.6 1.2 47.9 2.8 0.0 5.3 0.0 5.2 3.2 8.8 –18.7 14.2

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021).

https://data.wto.org/
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Table A1.9: Turkmenistan—Exports and Imports of Services, 2005-2019 
($ million)

Turkmenistan

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 1,413.1 2,131.1 2,121.9 2,745.2 3,945.3 4,907.3 3,431.8 4,616.6 3,392.1 9,013.7 6.3 10.3

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0   

Maintenance and repair 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0   

Transport 885.0 667.6 1,329.0 860.0 2,471.0 1,537.3 2,149.4 1,446.2 2,124.5 2,823.6 6.3 10.3

Travel 149.2 389.1 224.1 501.3 416.6 896.1 362.4 843.0 358.2 1,645.9 6.3 10.3

Construction 47.2 25.8 67.0 39.5 109.5 84.2 119.1 69.1 95.1 119.3 5.0 10.9

Insurance and pension 12.3 97.2 14.8 140.0 29.4 211.7 32.5 172.3 30.4 345.1 6.5 9.1

Financial services 21.8 101.2 51.8 131.6 83.1 203.1 80.4 220.0 81.5 434.2 9.4 10.4

Charges for the use of intellectual property 19.5 144.8 24.3 159.0 42.6 285.8 39.0 280.8 57.8 565.0 7.8 9.7

Telecommunication, computer, and 
information services 

58.3 136.9 83.7 180.0 163.9 336.1 170.0 329.0 190.5 672.4 8.5 11.4

Other business 169.4 517.9 254.0 670.8 490.7 1,235.0 360.9 1,152.3 335.6 2,210.6 4.9 10.4

Personal, cultural, and recreational 8.8 29.5 11.1 36.0 22.8 69.8 17.6 58.5 18.9 108.7 5.5 9.3

Government goods and services 41.4 21.0 62.2 27.1 115.7 48.4 100.6 45.5 99.5 88.9 6.3 10.3

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021).

https://data.wto.org/
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Table A1.10: Uzbekistan—Exports and Imports of Services, 2005–2019 
($ million)

Uzbekistan

2005 2008 2012 2015 2019

Growth  
2005–2019 

(%) 

Export Import Export Import Export Import Export Import Export Import Export Import 

Total Services 659.9 425.5 1,195.5 427.0 2,343.1 942.6 2,357.4 3,093.3 3,095.1 5,360.9 11.0 18.1

Manufacturing services on physical inputs 
owned by others 

0.0 0.0 0.0 0.0 0.0 0.0 65.0 1.4 11.6 0.5   

Maintenance and repair 0.0 0.0 0.0 0.0 0.0 0.0 11.8 8.6 11.4 17.5   

Transport 198.0 127.6 358.7 128.1 702.9 282.8 1,366.4 1,295.3 1,251.9 2,518.4 13.2 21.3

Travel 198.0 127.6 358.7 128.1 702.9 282.8 520.7 1,594.0 1,480.9 2,313.0 14.4 20.7

Construction 0.0 0.0 0.0 0.0 0.0 0.0 10.3 38.0 50.3 25.5   

Insurance and pension 4.6 71.9 8.6 72.9 18.2 166.3 8.4 66.4 7.4 162.6 3.4 5.8

Financial services 23.8 14.5 43.7 14.4 89.4 30.5 39.3 8.3 29.6 20.0 1.6 2.3

Charges for the use of intellectual property 2.0 0 3.4 0.0 5.6 0.0 1.0 15.2 0.1 87.1 –21.4  

Telecommunication, computer, and 
information services 

165.5 48.0 298.7 47.5 576.7 100.1 206.6 27.1 165.4 71.8 0.0 2.9

Other business 68.1 35.8 123.8 36.0 247.0 80.2 100.3 28.4 65.8 107.7 -0.2 7.9

Personal, cultural, and recreational 0.0 0.0 0.0 0.0 0.3 0.0 0.6 0.1 1.0 9.7   

Government goods and services 0.0 0.0 0.0 0.0 0.0 0.0 27.1 10.5 19.7 27.0  

Source: World Trade Organization. WTO Data. https://data.wto.org/ (accessed March 2021).

https://data.wto.org/
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Appendix 2

CAREC COUNTRIES’ EXPORTS AND IMPORTS OF SERVICES 
BY MODE OF SUPPLY

Table A2.1: Afghanistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Afghanistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – – – – – – –

Maintenance and repair – – 0.0 6.8 – – 0.0 0.8

Transport 14.6 684.0 23.7 48.1 0.1 109.5 – –

Tourism and business travel – – 0.8 66.4 – 4.2 – –

Health 0.0 0.0 0.1 0.0 – 0.5 0.0 0.0

Education 0.0 0.0 0.0 29.5 0.0 17.6 0.0 0.0

Construction – – – – 0.0 148.6 0.0 0.9

Insurance and financial 9.3 135.7 – – 5.6 143.3 – –

Charges for the use of intellectual property 0.0 0.2 – – – – – –

Telecom, computer, information, and audiovisual 57.9 31.3 0.0 0.0 16.5 874.2 0.1 0.3

Research and development 0.0 0.0 – – – – 0.0 0.0

Professional and management consulting 78.8 19.5 – – – – 26.3 6.5

Technical, trade-related, and other business 1.1 0.0 0.0 0.0 – – 0.3 0.0

Heritage and recreational 0.0 0.0 – – 0.2 0.2 0.0 0.0

Other personal 0.0 0.0 – – – 0.0 0.0 0.0

Trade-related (distribution) 30.4 270.9 – – 2.9 76.4 – –

TOTAL 192.1 1,141.6 24.6 150.8 25.3 1,374.5 26.7 8.5

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.2: Azerbaijan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Azerbaijan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 1.9 1.3 – – – –

Maintenance and repair – – 87.4 83.3 – – 9.7 9.3

Transport 750.0 837.5 221.4 210.9 16.2 245.4 – –

Tourism and business travel – – 2,225.7 1,654.6 1.3 52.9 – –

Health 0.8 2.1 0.8 2.9 1.1 0.3 0.7

Education 0.7 2.6 44.4 264.5 0.4 23.3 0.2 0.9

Construction – – – – 103.7 1,588.7 33.0 1,241.1

Insurance and financial 30.0 162.7 – – 91.8 594.0 – –

Charges for the use of intellectual property 0.0 0.0 – – – – – –

Telecom, computer, information, and audiovisual 65.0 82.1 0.0 0.0 46.4 455.6 1.5 8.4

Research and development 1.5 7.3 – – – – 0.5 2.4

Professional and management consulting 17.9 27.2 – – – – 6.0 9.1

Technical, trade-related, and other business 301.0 1,124.8 4.1 26.6 – – 74.0 256.5

Heritage and recreational 2.7 – – 4.1 5.8 0.9

Other personal 7.7 3.3 – – 0.0 3.2 2.6 1.1

Trade-related (distribution) 654.9 626.2 – – 96.2 696.4 – –

TOTAL 1,829.5 2,878.5 2,585.7 2,244.2 360.1 3,666.4 127.8 1,530.5

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.3: Georgia—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Georgia

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 13.0 0.6 – – – –

Maintenance and repair – – 1.3 3.3 – – 0.2 0.4

Transport 742.0 1045.4 218.0 36.6 7.6 102.0 – –

Tourism and business travel   2,029.0 351.8 0.4 15.8 – –

Health 0.7 0.6 1.5 11.2  1.1 0.2 0.2

Education 0.6 0.7 8.4 100.6 0.3 16.1 0.2 0.2

Construction – – – – 31.0 177.1 2.8 4.5

Insurance and financial 28.0 141.7 – – 55.0 411.9 – –

Charges for the use of intellectual property 0.3 24.7 – – – – – –

Telecom, computer, information, and audiovisual 85.0 57.0 0.8 0.5 46.0 436.7 12.0 6.8

Research and development 0.4 0.6 – – – – 0.1 0.2

Professional and management consulting 20.0 25.6 – – – – 6.6 8.5

Technical, trade-related, and other business 35.0 53.4 0.5 2.3 – – 8.5 11.9

Heritage and recreational – 2.6 – – 1.7 2.6 – 0.9

Other personal 6.8 0.5 – – 0.0 4.2 2.3 0.2

Trade-related (distribution) 146.0 299.3 – – 29.0 323.4 – –

TOTAL 1,064.8 1,652.4 2,272.5 506.9 171.0 1,490.9 32.9 33.8

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.3: Georgia—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Georgia

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 13.0 0.6 – – – –

Maintenance and repair – – 1.3 3.3 – – 0.2 0.4

Transport 742.0 1045.4 218.0 36.6 7.6 102.0 – –

Tourism and business travel   2,029.0 351.8 0.4 15.8 – –

Health 0.7 0.6 1.5 11.2  1.1 0.2 0.2

Education 0.6 0.7 8.4 100.6 0.3 16.1 0.2 0.2

Construction – – – – 31.0 177.1 2.8 4.5

Insurance and financial 28.0 141.7 – – 55.0 411.9 – –

Charges for the use of intellectual property 0.3 24.7 – – – – – –

Telecom, computer, information, and audiovisual 85.0 57.0 0.8 0.5 46.0 436.7 12.0 6.8

Research and development 0.4 0.6 – – – – 0.1 0.2

Professional and management consulting 20.0 25.6 – – – – 6.6 8.5

Technical, trade-related, and other business 35.0 53.4 0.5 2.3 – – 8.5 11.9

Heritage and recreational – 2.6 – – 1.7 2.6 – 0.9

Other personal 6.8 0.5 – – 0.0 4.2 2.3 0.2

Trade-related (distribution) 146.0 299.3 – – 29.0 323.4 – –

TOTAL 1,064.8 1,652.4 2,272.5 506.9 171.0 1,490.9 32.9 33.8

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

Table A2.4: Kazakhstan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Kazakhstan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 8.7 160.6 – – – –

Maintenance and repair – – 55.0 307.9 – – 6.1 34.2

Transport 3,163.0 1,482.2 296.0 253.2 188.0 1,186.9 – –

Tourism and business travel – – 2,129.0 2,409.2 6.3 89.3 – –

Health 0.0 14.7 0.5 13.4 0.0 9.4 0.0 4.9

Education 0.0 18.6 6.3 137.3 0.3 22.6 0.0 6.2

Construction – – – – – 782.7 – 159.5

Insurance and financial 104.0 270.2 – – 783.0 2,915.2 – –

Charges for the use of intellectual property 0.7 117.1 – – – – – –

Telecom, computer, information, and audiovisual 113.0 284.5 0.0 4.0 261.0 1,597.3 3.8 46.4

Research and development 4.3 7.6 – – – – 1.4 2.5

Professional and management consulting 82.0 631.0 – – – – 27.0 210.3

Technical, trade-related, and other business 190.0 2,522.8 10.0 59.6 – – 53.0 575.2

Heritage and recreational 0.0 19.4 – – 14.0 30.5 0.0 6.5

Other personal 0.0 23.1 – – 0.3 24.6 0.0 7.7

Trade-related (distribution) 1,861.0 1,801.8 – – 514.0 3,929.7   

TOTAL 5,518.0 7,193.0 2,505.5 3,345.2 1,766.9 10,588.2 91.3 1,053.4

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.5: Kyrgyz Republic—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Kyrgyz Republic

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 0.0 0.0 – – – –

Maintenance and repair – – 0.0 0.0 – – 0.0 0.0

Transport 147.0 278.6 59.0 155.6 0.1 17.8 – –

Tourism and business travel – – 313.0 237.0  4.1 – –

Health 13.0 4.0 – – – 0.3 4.4 1.3

Education 6.3 5.2 – – 0.1 12.2 2.1 1.7

Construction – – – – 13.0 68.5 9.5 5.4

Insurance and financial 27.0 37.0 – – 8.0 110.2 – –

Charges for the use of intellectual property 0.8 5.3 – – – – – –

Telecom, computer, information, and audiovisual 39.0 20.9 – – 5.8 176.2 0.7 3.2

Research and development 0.0 – – – – – 0.0 0.00

Professional and management consulting 6.7 37.9 – – – – 2.2 12.6

Technical, trade-related, and other business 23.0 3.9 0.2 0.2 – – 5.5 0.9

Heritage and recreational 9.4 18.9 – – 0.3 0.2 3.1 6.3

Other personal 13.0 3.6 – – – 0.6 4.4 1.2

Trade-related (distribution) 74.0 161.5 – – 4.0 111.2 – –

TOTAL 359.2 576.8 372.2 392.8 31.3 501.3 31.9 32.6

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.5: Kyrgyz Republic—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Kyrgyz Republic

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 0.0 0.0 – – – –

Maintenance and repair – – 0.0 0.0 – – 0.0 0.0

Transport 147.0 278.6 59.0 155.6 0.1 17.8 – –

Tourism and business travel – – 313.0 237.0  4.1 – –

Health 13.0 4.0 – – – 0.3 4.4 1.3

Education 6.3 5.2 – – 0.1 12.2 2.1 1.7

Construction – – – – 13.0 68.5 9.5 5.4

Insurance and financial 27.0 37.0 – – 8.0 110.2 – –

Charges for the use of intellectual property 0.8 5.3 – – – – – –

Telecom, computer, information, and audiovisual 39.0 20.9 – – 5.8 176.2 0.7 3.2

Research and development 0.0 – – – – – 0.0 0.00

Professional and management consulting 6.7 37.9 – – – – 2.2 12.6

Technical, trade-related, and other business 23.0 3.9 0.2 0.2 – – 5.5 0.9

Heritage and recreational 9.4 18.9 – – 0.3 0.2 3.1 6.3

Other personal 13.0 3.6 – – – 0.6 4.4 1.2

Trade-related (distribution) 74.0 161.5 – – 4.0 111.2 – –

TOTAL 359.2 576.8 372.2 392.8 31.3 501.3 31.9 32.6

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

Table A2.6: Mongolia—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Mongolia

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 5.4 16.4 – – – –

Maintenance and repair – – – 0.0 – – – 0.0

Transport 197.0 553.4 124.0 50.3 1.6 49.4 – –

Tourism and business travel – – 280.0 406.4 0.1 7.1 – –

Health 0.6 0.1 2.6 27.6  0.5 0.2 0.0

Education 0.3 0.2 6.1 98.8 0.2 8.3 0.1 0.1

Construction – – – – – 189.9 – 120.3

Insurance and financial 26.0 69.8 – – 57.0 380.3 – –

Charges for the use of intellectual property 1.0 15.7 – –   – –

Telecom, computer, information, and audiovisual 24.0 68.0 – – 11.0 168.2 2.1 5.2

Research and development 1.0 0.7 – – – – 0.3 0.2

Professional and management consulting 28.0 136.7 – – – – 9.4 45.6

Technical, trade-related, and other business 102.0 333.9 0.8 7.9 – – 24.0 76.1

Heritage and recreational 0.4 0.2 – – 0.5 1.1 0.1 0.1

Other personal 0.6 0.21 – –  2.4 0.2 0.1

Trade-related (distribution) 252.0 250.0 – – 22.0 240.1 – –

TOTAL 632.9 1,428.8 419.0 607.4 92.4 1,047.3 36.4 247.7

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.7: Pakistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Pakistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – – – – – – –

Maintenance and repair – – 6.3 48.6 – – 0.7 5.4

Transport 599.0 3726.7 330.0 304.4 24.0 1,223.6 – –

Tourism and business travel – – 197.0 1,560.4 1.4 128.2 – –

Health 0.8 1.0 0.6 0.0 0.0 14.2 0.3 0.3

Education 3.2 1.4 9.4 76.2 0.2 65.2 1.1 0.5

Construction – – – – 68.0 398.8 34.0 12.5

Insurance and financial 200.0 547.0 – – 210.0 1,547.9 – –

Charges for the use of intellectual property 10.0 227.0 – – – – – –

Telecom, computer, information, and audiovisual 842.0 348.3 0.0 0.00 271.0 2,260.0 163.0 75.8

Research and development 7.5 0.8 – – – – 2.5 0.3

Professional and management consulting 135.0 78.8 – – – – 45.0 26.3

Technical, trade-related, and other business 890.0 1,906.8 26.0 83.34 – – 221.0 423.9

Heritage and recreational 3.3 4.9 – – 12.0 12.0 1.1 1.7

Other personal 4.8 0.9 – – 0.0 97.2 1.6 0.3

Trade-related (distribution) 1,064.0 2586.1 – – 378.0 2746.0 – –

TOTAL 3,759.6 9,429.7 569.3 2,072.9 964.6 8,493.1 470.3 547.0

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.7: Pakistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Pakistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – – – – – – –

Maintenance and repair – – 6.3 48.6 – – 0.7 5.4

Transport 599.0 3726.7 330.0 304.4 24.0 1,223.6 – –

Tourism and business travel – – 197.0 1,560.4 1.4 128.2 – –

Health 0.8 1.0 0.6 0.0 0.0 14.2 0.3 0.3

Education 3.2 1.4 9.4 76.2 0.2 65.2 1.1 0.5

Construction – – – – 68.0 398.8 34.0 12.5

Insurance and financial 200.0 547.0 – – 210.0 1,547.9 – –

Charges for the use of intellectual property 10.0 227.0 – – – – – –

Telecom, computer, information, and audiovisual 842.0 348.3 0.0 0.00 271.0 2,260.0 163.0 75.8

Research and development 7.5 0.8 – – – – 2.5 0.3

Professional and management consulting 135.0 78.8 – – – – 45.0 26.3

Technical, trade-related, and other business 890.0 1,906.8 26.0 83.34 – – 221.0 423.9

Heritage and recreational 3.3 4.9 – – 12.0 12.0 1.1 1.7

Other personal 4.8 0.9 – – 0.0 97.2 1.6 0.3

Trade-related (distribution) 1,064.0 2586.1 – – 378.0 2746.0 – –

TOTAL 3,759.6 9,429.7 569.3 2,072.9 964.6 8,493.1 470.3 547.0

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

Table A2.8: Tajikistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Tajikistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – 47.0 0.2 – – – –

Maintenance and repair – – – 1.7 – – – 0.2

Transport 177.0 252.6 8.3 34.0 0.1 34.0 – –

Tourism and business travel – – 3.1 1.8  0.7 – –

Health 0.1 0.0 1.2 0.5  0.1 0.0 0.0

Education 0.1 0.0 3.4 1.1 0.0 10.4 0.0 0.0

Construction – – – – – 84.6 – 26.2

Insurance and financial 1.1 11.4 – – 0.5 17.8 – –

Charges for the use of intellectual property 0.0 0.1 – – – – – –

Telecom, computer, information, and audiovisual 5.4 4.1 – – 2.6 203.8 0.0 0.1

Research and development – – – – – – – –

Professional and management consulting 0.6 1.8 – – – – 0.2 0.6

Technical, trade-related, and other business 0.0 3.8 0.0 0.2 – – 0.0 0.8

Heritage and recreational 0.1 0.1 – – 0.3 0.3 0.0 0.0

Other personal 0.1 0.0 – – – 1.8 0.0 0.0

Trade-related (distribution) 34.0 93.2 – – 0.3 47.8 – –

TOTAL 218.5 367.1 63.0 39.5 3.8 401.3 0.2 27.9

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.9: Turkmenistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Turkmenistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – – – – – – –

Maintenance and repair – – – – – – – –

Transport 1,803.0 1,126.0 462.0 392.3 34.0 171.4 – –

Tourism and business travel – – 375.0 608.2 2.0 29.4 – –

Health 2.7 4.0 1.4 6.6 – 2.8 0.9 1.3

Education 2.5 5.1 5.1 25.0 0.3 23.5 0.8 1.7

Construction – – – – 107.0 250.1 43.0 18.4

Insurance and financial 123.0 416.7 – – 312.0 1,347.4 – –

Charges for the use of intellectual property 60.0 299.9 – – – – – –

Telecom, computer, information, and audiovisual 175.0 322.1 0.9 3.0 177.0 782.2 39.0 67.8

Research and development 25.0 133.3 – – – – 8.2 44.4

Professional and management consulting 76.0 320.5 – – – – 25.0 106.8

Technical, trade-related, and other business 164.0 471.2 8.7 11.1 – – 46.0 107.4

Heritage and recreational 2.8 5.3 – – 5.4 7.8 0.9 1.8

Other personal 3.1 6.3 – – 0.0 4.8 1.0 2.1

Trade-related (distribution) 977.0 574.3 – – 138.0 770.5 – –

TOTAL 3,414.1 3,684.6 853.1 1,046.3 775.8 3,389.8 164.9 351.8

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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Table A2.9: Turkmenistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Turkmenistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – – – – – – –

Maintenance and repair – – – – – – – –

Transport 1,803.0 1,126.0 462.0 392.3 34.0 171.4 – –

Tourism and business travel – – 375.0 608.2 2.0 29.4 – –

Health 2.7 4.0 1.4 6.6 – 2.8 0.9 1.3

Education 2.5 5.1 5.1 25.0 0.3 23.5 0.8 1.7

Construction – – – – 107.0 250.1 43.0 18.4

Insurance and financial 123.0 416.7 – – 312.0 1,347.4 – –

Charges for the use of intellectual property 60.0 299.9 – – – – – –

Telecom, computer, information, and audiovisual 175.0 322.1 0.9 3.0 177.0 782.2 39.0 67.8

Research and development 25.0 133.3 – – – – 8.2 44.4

Professional and management consulting 76.0 320.5 – – – – 25.0 106.8

Technical, trade-related, and other business 164.0 471.2 8.7 11.1 – – 46.0 107.4

Heritage and recreational 2.8 5.3 – – 5.4 7.8 0.9 1.8

Other personal 3.1 6.3 – – 0.0 4.8 1.0 2.1

Trade-related (distribution) 977.0 574.3 – – 138.0 770.5 – –

TOTAL 3,414.1 3,684.6 853.1 1,046.3 775.8 3,389.8 164.9 351.8

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

Table A2.10: Uzbekistan—Exports and Imports of Services by Mode of Supply, 2017 
($ million)

Uzbekistan

Mode 1 Mode 2 Mode 3 Mode 4

Exports Imports Exports Imports Exports Imports Exports Imports

Services in manufactures – – – – – – – –

Maintenance and repair – – – – – – – –

Transport 737.0 217.6 315.0 75.8 3.6 146.9 – –

Tourism and business travel – – 712.0 201.7 0.2 16.7 – –

Health 3.4 0.7 13.0 2.2  1.3 1.1 0.2

Education 1.6 0.8 44.0 8.3 0.1 26.6 0.6 0.3

Construction – – – – 62.0 220.9 45.0 3.0

Insurance and financial 201.0 68.1 – – 119.0 695.5 – –

Charges for the use of intellectual property 61.0 49.0 – – – – – –

Telecom, computer, information, and audiovisual 256.0 52.6 1.1 0.5 67.0 826.7 59.0 11.1

Research and development 56.0 21.8 – – – – 19.0 7.3

Professional and management consulting 212.0 52.3 – – – – 71.0 17.5

Technical, trade-related, and other business 272.0 77.0 2.2 1.8 – – 64.0 17.6

Heritage and recreational 2.4 0.9 – – 3.3 3.1 0.8 0.3

Other personal 3.5 1.0 – –  8.5 1.2 0.3

Trade-related (distribution) 474.0 483.1 – – 48.0 392.3 – –

TOTAL 2,279.9 1,024.9 1,087.3 290.3 303.2 2,339.4 261.7 57.6

Source: World Trade Organization. Trade in Services data by Mode of Supply (TISMOS) https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm (accessed September 2020).

https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
https://www.wto.org/english/res_e/statis_e/trade_datasets_e.htm
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CONTRIBUTION OF SERVICE INDUSTRIES 
TO OUTPUT AND EXPORTS OF SELECTED 

SECTORS IN CAREC AND OECD COUNTRIES

Appendix 3

The information presented in Appendix 2 indicates that the following non-service sectors 
or subsectors are among the priority services subsectors for at least some Central Asia Regional 
Economic Cooperation (CAREC) countries:

• agriculture (in particular horticulture and animal husbandry);
• food industry,
• textile and apparel industry,
• chemical/pharmaceutical industry,
• electronics industry, and
• production of transport equipment.

To assess the importance of various services industries for the above sectors/subsectors, the 
contribution of several business services industries to gross output (at basic prices) and exports (in value 
added terms) of these sectors/subsectors in Kazakhstan, the People’s Republic of China  (PRC), 
and comparator Organisation for Economic Co-operation and Development (OECD) countries 
were estimated. In doing so, OECD Statistics (https://stats.oecd.org/) was used, which includes 
input– output tables and data on exports in value-added terms for all OECD countries, Kazakhstan,  
and the PRC, and 26 countries and territories that are members of neither the OECD, nor the CAREC 
Program. For each non-services subsector or industry, three OECD countries with the largest share of 
the sector/subsector in total exports of goods and services were chosen as the comparator countries. 

The results presented in Tables A3.1–A3.6 suggest that transport and storage services, 
telecommunication and information services, financial services, and various other business services 
(such as research, experimental development, and quality assurance services) are important for the 
development of the non-service sectors/subsectors that are among the priority sectors/subsectors 
for CAREC countries. These service industries generally contribute more to gross output and exports 
of the non-service sectors/subsectors in the comparator OECD countries than in Kazakhstan and 
the PRC. Moreover, they generally contribute more to exports than gross output. This underscores 
the importance of business services for exports and economic diversification.    

https://stats.oecd.org/
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Table A3.1: Contribution of Services Industries to Gross Output and Exports of Agriculture, Forestry, and Fishing 
in Selected Countries, 2015 

(%)

Industry

Gross Output at Basic Prices Exports in Value-added Terms

CAREC Countries OECD Countriesa CAREC Countries OECD Countriesa

PRC Kazakhstan New Zealand Latvia Chile PRC Kazakhstan New Zealand Latvia Chile

Transport and storage 1.2 1.1 1.8 3.0 2.3 1.9 1.4 2.6 4.1 3.0

Telecommunication and information 0.1 0.1 0.2 0.4 0.3 0.4 0.2 0.6 1.3 0.7

Finance and insurance 1.7 1.5 2.7 2.9 1.5 3.4 1.9 4.2 4.1 2.4

Other business sector servicesb 0.8 1.9 3.7 2.0 3.3 1.6 2.8 6.9 4.9 6.4

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
a The OECD countries with the largest share of agriculture, forestry and fishing in total exports of goods and services.
b  The business sector services, excluding transport and storage services, accommodation and food services, communication and information services, finance and insurance services, and real 

estate activities. 
Source: Organisation for Economic Co-operation and Development. OECD.Stat https://stats.oecd.org/ (accessed September 2020).

Table A3.2: Contribution of Services Industries to Gross Output and Exports of Food Industry 
 in Selected Countries, 2015 

(%)

Industry

Gross Output at Basic Prices Exports in Value-added Terms

CAREC Countries OECD Countriesa CAREC Countries OECD Countriesa

PRC Kazakhstan New Zealand Iceland Chile PRC Kazakhstan New Zealand Iceland Chile

Transport and storage 2.1 1.6 1.6 2.8 3.0 2.9 1.9 2.8 3.5 4.0

Telecommunication and information 0.1 0.1 0.2 0.8 0.3 0.5 0.3 0.7 1.5 0.9

Finance and insurance 0.6 0.7 1.2 1.7 0.8 3.3 1.5 3.7 3.3 2.4

Other business sector servicesb 1.0 3.1 5.2 3.3 4.1 2.1 4.0 8.6 5.4 8.4

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
a The OECD countries with the largest share of agriculture, forestry and fishing in total exports of goods and services.
b  The business sector services, excluding transport and storage services, accommodation and food services, communication and information services, finance and insurance services, and real 

estate activities. 
Source: Organisation for Economic Co-operation and Development. OECD.Stat https://stats.oecd.org/ (accessed September 2020).

https://stats.oecd.org/
https://stats.oecd.org/
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Table A3.3: Contribution of Services Industries to Gross Output and Exports of Textile and Apparel Industry 
in Selected Countries, 2015 

(%)

Industry

Gross Output at Basic Prices Exports in Value-added Terms

CAREC Countries OECD Countriesa CAREC Countries OECD Countriesa

PRC Kazakhstan Turkey Portugal Italy PRC Kazakhstan Turkey Portugal Italy

Transport and storage 4.4 2.3 3.7 2.1 3.3 5.7 2.7 5.0 2.8 3.9

Telecommunication and information 0.3 0.2 0.3 0.8 0.8 0.9 0.5 0.9 1.3 1.4

Finance and insurance 1.4 1.5 0.6 1.9 2.3 4.8 2.5 1.8 3.3 4.3

Other business sector servicesb 1.3 3.6 1.0 2.7 4.4 2.9 4.6 3.3 5.1 7.5

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
a The OECD countries with the largest share of agriculture, forestry and fishing in total exports of goods and services.
b  The business sector services, excluding transport and storage services, accommodation and food services, communication and information services, finance and insurance services, and real 

estate activities. 
Source: Organisation for Economic Co-operation and Development. OECD.Stat https://stats.oecd.org/ (accessed September 2020).

Table A3.4: Contribution of Services Industries to Gross Output and Exports of Chemical/Pharmaceutical Industry 
in Selected Countries, 2015 

(%)

Industry

Gross Output at Basic Prices Exports in Value-added Terms

CAREC Countries OECD Countriesa CAREC Countries OECD Countriesa

PRC Kazakhstan Ireland Switzerland Belgium PRC Kazakhstan Ireland Switzerland Belgium

Transport and storage 2.5 1.9 1.1 1.6 2.4 3.9 2.3 1.5 2.8 3.3

Telecommunication and information 0.4 0.1 0.6 0.3 0.6 1.0 0.4 0.9 1.0 1.3

Finance and insurance 2.1 0.9 7.4 0.2 1.7 5.6 1.7 7.9 2.0 3.7

Other business sector servicesb 2.8 3.6 18.9 8.0 6.5 4.1 4.6 8.3 10.4 9.7

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
a The OECD countries with the largest share of agriculture, forestry and fishing in total exports of goods and services.
b  The business sector services, excluding transport and storage services, accommodation and food services, communication and information services, finance and insurance services, and real 

estate activities. 
Source: Organisation for Economic Co-operation and Development. OECD.Stat https://stats.oecd.org/ (accessed September 2020).

https://stats.oecd.org/
https://stats.oecd.org/
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Table A3.5: Contribution of Services Industries to Gross Output and Exports of Electronics Industry 
in Selected Countries, 2015  

(%)

Industry

Gross Output at Basic Prices Exports in Value-added Terms

CAREC Countries OECD Countriesa CAREC Countries OECD Countriesa

PRC Kazakhstan South Korea Mexico Israel PRC Kazakhstan South Korea Mexico Israel

Transport and storage 3.1 2.4 1.3 2.9 0.9 4.8 3.1 2.9 4.3 1.5

Telecommunication and information 0.5 0.2 0.6 0.2 0.2 1.4 0.4 1.2 0.9 0.5

Finance and insurance 1.5 0.9 0.8 0.3 0.3 5.7 1.3 3.1 2.7 1.4

Other business sector servicesb 3.1 4.5 2.7 4.1 1.2 5.4 5.0 5.8 7.3 3.6

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
a The OECD countries with the largest share of agriculture, forestry and fishing in total exports of goods and services.
b  The business sector services, excluding transport and storage services, accommodation and food services, communication and information services, finance and insurance services, and real 

estate activities. 
Source: Organisation for Economic Co-operation and Development. OECD.Stat https://stats.oecd.org/ (accessed September 2020).

Table A3.6: Contribution of Services Industries to Gross Output and Exports of Transport Equipment Industry 
in Selected Countries, 2015 

(%)

Industry

Gross Output at Basic Prices Exports in Value-added Terms

CAREC Countries OECD Countriesa CAREC Countries OECD Countriesa

PRC Kazakhstan
Slovak 

Republic Mexico
Czech 

Republic PRC Kazakhstan
Slovak 

Republic Mexico
Czech 

Republic

Transport and storage 2.3 2.2 2.0 4.5 1.1 4.1 2.9 4.0 5.5 3.0

Telecommunication and information 0.6 0.1 0.5 0.4 0.6 1.0 0.3 1.3 0.8 1.3

Finance and insurance 1.9 0.6 0.5 0.4 0.4 6.0 1.4 2.7 2.3 2.6

Other business sector servicesb 2.4 2.0 2.0 3.1 1.8 4.3 3.1 6.1 7.3 5.7

CAREC = Central Asia Regional Economic Cooperation, OECD = Organisation for Economic Co-operation and Development, PRC = People’s Republic of China.
a The OECD countries with the largest share of agriculture, forestry and fishing in total exports of goods and services.
b  The business sector services, excluding transport and storage services, accommodation and food services, communication and information services, finance and insurance services, and real 

estate activities. 
Source: Organisation for Economic Co-operation and Development. OECD.Stat https://stats.oecd.org/ (accessed September 2020).

https://stats.oecd.org/
https://stats.oecd.org/
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Appendix 4

HORIZONTAL COMMITMENTS OF CAREC 
COUNTRIES UNDER GATS

Country Horizontal Commitments

Afghanistan Subsidies (all modes):
Subsidies and other forms of state support unbound.

Commercial presence (Modes 3 and 4):
Foreign land ownership prohibited, renewable 90-year leases for land use available. 

Natural persons (Mode 4):
Presence of natural persons unbound except for intra-corporate transferees (executives, managers, 
specialists) who can acquire 1-year renewable visas;
Persons in the process of establishing commercial presence may not undertake commercial 
activity – visas for 1 year, renewable;
Service sellers (business meetings etc.) may not undertake any commercial activity – visas for 
180 days per year;
Service suppliers who do not establish commercial presence may acquire visas for 180 days 
per annum.

Procurement (all modes):
Compulsory procurement of ‘equivalent’ Afghan services under Oil and Gas Law until 2021;
Priority procurement of ‘equivalent’ Afghan services under Mineral Law until 2021.

China, People’s 
Republic of 

Subsidies:
Unbound with respect to existing subsidies in audiovisual, aviation, and medical service sectors.

Commercial presence:
Minimum of 25% of foreign capital in equity joint ventures;
Establishment of branches unbound unless otherwise indicated in schedules;
Most representative offices prohibited from engaging in profit-making activity;
Standstill on restrictiveness of conditions of ownership, operation and scope of activities of foreign 
firms existing at accession;
Time restrictions on use of land.

Natural persons:
Unbound except for managers, executives, and specialists, who may acquire long-term permission to 
stay or a 3-year visa, whichever is shorter;
Nonresident salespersons not to receive local remuneration nor engage in direct selling and subject 
to 90-day visa.
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Country Horizontal Commitments

Georgia Subsidies:
Unbound in Modes 1 and 2, and generally unbound except in certain regions of the country.

Commercial presence:
No right to participate in privatizations where government has more than a 25% share;
At least one manager of enterprise with limited liability must be domiciled in Georgia and the same 
requirement for the establishment of a branch;
Limitations on real estate purchase, except for nonagricultural land, buildings for commercial 
services activities;
Agricultural land may be leased for no more than 49 years and nonagricultural land for no 
more than 99 years;
Agricultural land may be bought by joint ventures.  

Natural persons:
Generally unbound, except for services salespersons (who do not undertake commercial activities, 
and intra-corporate transferees (executives, managers, specialists), subject to seniority conditions, 
entitled to a 3-year visa, renewable only once for 2 years.   

Kazakhstan Subsidies:
Unbound in all modes.

Commercial presence:
Procurement of services within investment contracts for subsurface activities on preferential basis 
subject to employment of Kazakh nationals for qualified employees in sense of intra-corporate 
transferee criteria;
Limitations on land ownership— no private ownership of trunk lines, railroad networks, and public 
highways or public areas in cities, towns, and villages except for privately owned buildings and 
constructions;
Limitations on land use—only the state has the right to permanent land use;
No limitations on private ownership of commercial and residential buildings but unbound for 
agricultural and forestry land, although foreigners may be allowed usage for production purposes for 
a maximum of 10 years;
Commercial presence allowed for juridical persons including branches and representative 
offices but representative offices and nongovernment organizations are not allowed to engage in 
commercial activity.

Natural persons:
Unbound except for intra-corporate transferees (executives, managers, specialists) not engaged in 
actual provision of services, with a maximum share of 50% of foreign managers with a minimum of 
three individuals, permitted to remain for 3 years (with possible 1-year extension) and subject to an 
economics needs test for up to 5 years after accession;
Businesspersons permitted to stay up to 90 days to conduct negotiations for service sales or 
establishment of commercial presence or business meetings, but no participation in direct selling or 
supply and no remuneration from local sources.   
 

Kyrgyz Republic Natural persons:
Unbound except for salespersons receiving no local remuneration and not engaged in direct sales, 
with visas for up to 90 days;
Intra-corporate transferees (executives, managers, specialists) though branches, subsidiaries of 
affiliates who have supervisory roles but do not perform direct sales operations, with 3-year visas that 
may be extended for a maximum of 2 further years.
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Country Horizontal Commitments

Mongolia Natural persons:
National treatment unbound under Mode 4 except where indicated elsewhere in the schedule of 
specific commitments;
Market access unbound under Mode 4 except for entry and temporary stay of persons with technical 
or managerial skills falling within the category of intra-corporate transferees, business visitors, or 
professionals under a business contract.
 

Pakistan Commercial presence:
General equity share limitation of 51% unless otherwise specified;
Expenses of representative offices must be paid for abroad and offices undertake liaison work only;
Real estate ownership limited to Pakistani nationals only unless an exception is made on a 
case- by-case basis.

Natural persons:
Unbound except for executives and specialists, up to a maximum of 50% for such personnel in a 
services enterprise.

Tajikistan Subsidies:
Unbound under Modes 3 and 4 except for dispensations for particular regions or categories of 
disadvantaged persons.

Commercial presence:
Unbound for land ownership and some restrictions on land use;
Unbound for privatization of certain assets;
Representative offices prohibited from commercial activity;
Unbound with respect to constitution, acquisition or maintenance of noncommercial organizations 
unless otherwise specified in the Schedule of Commitments.

Natural persons:
Unbound except for an annual quota of foreign workforce;
Business visitors exempted for the quota system, can obtain visas for up to 90 days, but are 
employed by the entity in question, receive no local remuneration, and do not engage in the actual 
provision of the service;
The quota system for intra-corporate transferees (executives, managers, specialists and graduate 
trainees) to be eliminated 5 years after accession;
The stay for intra-corporate transferees is limited to 3 years (extendible), involving supervisory 
managerial work and technical work, and in the case of graduate trainees involved in learning 
programmes, to 1 year.  

Notes: Dates of commitments are based on countries’ membership or accession to the WTO: Afghanistan on 29 July 2016, the 
People’s Republic of China on 11 December 2001, Georgia on 14 June 2000, Kazakhstan on 30 November 2015, the Kyrgyz Republic 
on 20 December 1998, Mongolia on 29 January 1997, Pakistan on 1 January 1995, and Tajikistan on 2 March 2013. Any changes after 
15 August 2021 are not reflected.  
Source: World Trade Organization.GATS Schedules of Specific Commitments. https://www.wto.org/english/tratop_e/serv_e/serv_
commitments_e.htm (accessed September 2020).

 

https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
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Appendix 5

SUMMARY OF CAREC COUNTRIES’ GATS 
COMMITMENTS BY SECTOR

Sector Af
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Business services X X X X X X X X 8

Communication services X X X X X X X X 8

Construction and related engineering services X X X X X X X X 8

Distribution services X X X X X X X 7

Educational services X X X X X X 6

Environmental services X X X X X X 6

Financial services X X X X X X X X 8

Health-related and social services X X X X X 5

Tourism and travel-related services X X X X X X X X 8

Recreational, cultural and sporting services X X X X X 5

Transport services X X X X X X 6

Total 11 9 11 10 11 6 6 11 75

CAREC = Central Asia Regional Economic Cooperation, GATS = General Agreement on Trade in Services. 
Notes: The symbol X indicates the existence of a GATS commitment. Dates of commitments are based on countries’ membership or 
accession to the WTO: Afghanistan on 29 July 2016, the People’s Republic of China on 11 December 2001, Georgia on 14 June 2000, 
Kazakhstan on 30 November 2015, the Kyrgyz Republic on 20 December 1998, Mongolia on 29 January 1997, Pakistan on 1 January 1995, 
and Tajikistan on 2 March 2013. Any changes after 15 August 2021 are not reflected.  
Source: World Trade Organization. GATS Schedules of Specific Commitments. https://www.wto.org/english/tratop_e/serv_e/serv_
commitments_e.htm (accessed September 2020).

 

https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
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SUMMARY OF CAREC COUNTRIES’ GATS 
COMMITMENTS BY SUBSECTOR

Appendix 6
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1 BUSINESS SERVICES

1.A Professional services

1.A.a Legal services X X X X X X 6

1.A.b Accounting, auditing, and bookkeeping services X X X X X X X 7

1.A.c Taxation services X X X X X X 6

1.A.d Architectural services X X X X X X 6

1.A.e Engineering services X X X X X X X X 8

1.A.f Integrated engineering services X X X X X X 6

1.A.g Urban planning and landscape architectural services X X X X X X 6

1.A.h Medical and dental services X X X X X X 6

1.A.i Veterinary services X X X 3

1.A.j Services provided by midwives, nurses, physiotherapists, 
and paramedical personnel X 1

1.A.k Others X 1

1.B Computer and related services

1.B.a Consultancy services related to the installation of 
computer hardware X X X X X X X 7

1.B.b Software implementation services X X X X X X X 7

1.B.c Data processing services X X X X X X X 7

1.B.d Database services X X X X X X 6

1.B.e Others X X X X X X 6

1.C Research and development services

1.C.a Research and development services on natural sciences X X X X X 5

1.C.b Research and development services on social sciences 
and humanities X X X X X 5

1.C.c Interdisciplinary research and development services X X X X 4
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1.D Real estate services

1.D.a Involving own or leased property X X X 3

1.D.b On a fee or contract basis X X X 3

1.E Rental/leasing services without operators

1.E.a Relating to ships X X X X X X 6

1.E.b Relating to aircraft X X X X X 5

1.E.c Relating to other transport equipment X X X X X X 6

1.E.d Relating to other machinery and equipment X X X X X X 6

1.E.e Others X X X X X X 6

1.F Other business services

1.F.a Advertising services X X X X X X 6

1.F.b Market research and public opinion polling services X X X X 4

1.F.c Management consulting service X X X X X X X 7

1.F.d Services related to management consulting X X X X X 5

1.F.e Technical testing and analysis services X X X X X X X X 8

1.F.f Services incidental to agriculture, hunting, and forestry X X X X X X 6

1.F.g Services incidental to fishing X X X X X X 6

1.F.h Services incidental to mining X X X X X X X 7

1.F.i Services incidental to manufacturing X X X X 4

1.F.j Services incidental to energy distribution X X X X 4

1.F.k Placement and supply services of personnel X 1

1.F.l Investigation and security X 1

1.F.m Related scientific and technical consulting services X X X X X X X 7

1.F.n Maintenance and repair of equipment 
(not including maritime vessels, aircraft) X X X X X 5

1.F.o Building-cleaning services X 1

1.F.p Photographic services X X X X 4

1.F.q Packaging services X X X X X 5

1.F.r Printing, publishing X X X 3

1.F.s Convention services X X X X X X 6

1.F.t Others X X X X 4
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2 COMMUNICATION SERVICES

2.A Postal services X X 2

2.B Courier services X X X X X X X 7

2.C Telecommunication services

2.C.a Voice telephone services X X X X X X X 7

2.C.b Packet-switched data transmission services X X X X X X X 7

2.C.c Circuit-switched data transmission services X X X X X X X 7

2.C.d Telex services X X X X X X 6

2.C.e Telegraph services X X X X X X 6

2.C.f Facsimile services X X X X X X X 7

2.C.g Private leased circuit services X X X X X X X 7

2.C.h Electronic mail X X X X X X X 7

2.C.i Voice mail X X X X X X X 7

2.C.j Online information and data base retrieval X X X X X X X X 8

2.C.k Electronic data interchange X X X X X X X 7

2.C.l Enhanced/value-added facsimile services,  
incl. store and forward, store and retrieve X X X X X X X 7

2.C.m Code and protocol conversion X X X X X X X 7

2.C.n Online information and/ or data processing 
(including transaction processing) X X X X X X X X 8

2.C.o Others X X X X X X X 7

2.D Audiovisual services

2.D.a Motion picture and video tape production and 
distribution services X X X X X X 6

2.D.b Motion picture projection service X X X X X 5

2.D.c Radio and television services X X X X 4

2.D.d Radio and television transmission services X 1

2.D.e Sound recording X X X 3

2.D.f Others
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3 CONSTRUCTION AND RELATED ENGINEERING SERVICES

3.A General construction work for buildings X X X X X X 6

3.B General construction work for civil engineering X X X X X X X 7

3.C Installation and assembly work X X X X X X 6

3.D Building completion and finishing work X X X X X X 6

3.E Others X X X X X X 6

4 DISTRIBUTION SERVICES

4.A Commission agents’ services X X X X X X 6

4.B Wholesale trade services X X X X X X X 7

4.C Retailing services X X X X X X X 7

4.D Franchising X X X X X X 6

4.E Others

5 EDUCATIONAL SERVICES

5.A Primary education services X X X X X 5

5.B Secondary education services X X X X X 5

5.C Higher education services X X X X X X 6

5.D Adult education X X X X X X 6

5.E Other education services X X X X 4

6 ENVIRONMENTAL SERVICES

6.A Sewage services X X X X X X 6

6.B Refuse disposal services X X X X X X 6

6.C Sanitation and similar services X X X X X X 6

6.D Others X X X X X X 6

7 FINANCIAL SERVICES

7.A All insurance and insurance-related services

7.A.a Direct insurance (including co-insurance)

7.A.a.01 Life insurance X X X X X X X X 8

7.A.a.02 Non-life insurance X X X X X X X X 8

7.A.b Reinsurance and retrocession X X X X X X X X 8

7.A.c Insurance intermediation, such as brokerage and agency X X X X X X 6

7.A.d Services auxiliary to insurance, such as consultancy, 
actuarial, risk assessment, and claim settlement services X X X X X X 6
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7.B Banking and other financial services (excluding insurance)

7.B.a Acceptance of deposits and other repayable funds 
from the public X X X X X X X X 8

7.B.b Lending of all types, including, among other things, 
consumer credit, mortgage credit, factoring, and 
financing of commercial transaction

X X X X X X X 7

7.B.c Financial leasing X X X X X X X 7

7.B.d All payment and money transmission services X X X X X X X X 8

7.B.e Guarantees and commitments X X X X X X X X 8

7.B.f Trading for own account or for account of customers, 
whether on an exchange, in an over-the-counter

7.B.f.01 Money market instruments X X X X X X X 7

7.B.f.02 Foreign exchange X X X X X X X X 8

7.B.f.03 Derivative products X X X X X 5

7.B.f.04 Exchange rate and interest rate instruments X X X X X X 6

7.B.f.05 Transferable securities X X X X X X X X 8

7.B.f.06 Other negotiable instruments and financial assets X X X X X X X 7

7.B.g Participation in issues of all kinds of securities, including 
underwriting and placement X X X X X X X 7

7.B.h Money broking X X X X X 5

7.B.i Asset management, such as cash or portfolio 
management, all forms of collective X X X X X X X 7

7.B.j Settlement and clearing services for financial assets, 
including securities, derivative products X X X X X X 6

7.B.k Advisory and other auxiliary financial services on all 
the activities listed in X X X X X X X X 8

7.B.l Provision and transfer of financial information, and 
financial data processing and related X X X X X X X X 8

7.C Others

8 HEALTH RELATED AND SOCIAL SERVICES (other than those listed under 1.A.h-j.)

8.A Hospital services X X X X X 5

8.B Other human health services X X 2

8.C Social services X X 2

8.D Others X 1
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9 TOURISM AND TRAVEL-RELATED SERVICES

9.A Hotels and restaurants (including catering) X X X X X X X X 8

9.B Travel agencies and tour operators services X X X X X X X 7

9.C Tourist guides services X X X 3

9.D Other X 1

10.A Entertainment services (including theatre, live bands, 
and circus services) X X X X 4

10.B News agency services X X X X 4

10.C Libraries, archives, museums, and other cultural services X X 2

10.D Sporting and other recreational services X X X 3

10.E Other X 1

11 TRANSPORT SERVICES

11.A Maritime: Transport services

11.A.a Maritime: Passenger transportation X X X X 4

11.A.b Maritime: Freight transportation X X X X X 5

11.A.c Maritime: Rental of vessels with crew X X X X 4

11.A.d Maritime: Maintenance and repair of vessels X X X X 4

11.A.e Maritime: Pushing and towing services X X X 3

11.A.f Supporting services for maritime transport X X X 3

11.B Internal waterways transport

11.B.a Inland waterways: Passenger transportation

11.B.b Inland waterways: Freight transportation X 1

11.B.c Inland waterways: Rental of vessels with crew X 1

11.B.d Inland waterways: Maintenance and repair of vessels X 1

11.B.e Inland waterways: Pushing and towing services

11.B.f Supporting services for internal waterway transport

11.C Air transport services

11.C.a Air: Passenger transportation X 1

11.C.b Air: Freight transportation X 1

11.C.c Rental of aircraft with crew X 1

11.C.d Maintenance and repair of aircraft X X X X X X 6

11.C.e Supporting services for air transport X X X X X X 6
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11.D Space transport

11.E Rail transport services

11.E.a Rail: Passenger transportation X X 2

11.E.b Rail: Freight transportation X X X 3

11.E.c Rail: Pushing and towing services X X 2

11.E.d Maintenance and repair of rail transport equipment X X X X 4

11.E.e Supporting services for rail transport services X 1

11.F Road transport services

11.F.a Road: Passenger transportation X 1

11.F.b Road: Freight transportation X X X X 4

11.F.c Rental of commercial vehicles with operator X 1

11.F.d Maintenance and repair of road transport equipment X X X X X 5

11.F.e Supporting services for road transport services X X 2

11.G Pipeline transport

11.G.a Transportation of fuels X X 2

11.G.b Transportation of other goods X 1

11.H Services auxiliary to all modes of transport

11.H.a Cargo-handling services X X X X X X 6

11.H.b Storage and warehouse services X X X X X X 6

11.H.c Freight transport agency services X X X X X X 6

11.H.d Other X X X X 4

11.I Other transport services

12 OTHER SERVICES NOT INCLUDED ELSEWHERE

TOTAL 103 93 125 112 140 37 42 110 762

WTO = World Trade Organization.
Note: The symbol X indicates the existence of a scheduled WTO commitment. Dates of commitments are based on countries’ membership 
or accession to the WTO: Afghanistan on 29 July 2016, the People’s Republic of China on 11 December 2001, Georgia on 14 June 2000, 
Kazakhstan on 30 November 2015, the Kyrgyz Republic on 20 December 1998, Mongolia on 29 January 1997, Pakistan on 1 January 1995, and 
Tajikistan on 2 March 2013. Any changes after 15 August 2021 are not reflected. 
Source: World Trade Organization. GATS Schedules of Specific Commitments. https://www.wto.org/english/tratop_e/serv_e/serv_
commitments_e.htm (accessed September 2020).

https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
https://www.wto.org/english/tratop_e/serv_e/serv_commitments_e.htm
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