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	Project Title
	Semey International Trade Hub 

	Outcome
	Establishment of the Transport-Logistics Centre in Semey, which will allow the city to turn into the International Trade Hub

	Indicative Funding Requirements
	Total estimated budget:  
	$    1 100 000              

	Potential Sources of Funding
	[Donor(s)]:   

	

	Expected start date
	January 2011

	Expected Duration
	24 months

	Implementing Organisation(s)
	Administration of Eastern Kazakhstan, Administration of Semey city, Ministry of Economic Development and Trade

	Country/Countries
	Republic of Kazakhstan

	Submitted by
	UNDP Kazakhstan Country Office

	Contact person
	Mr. Jacek Cukrowski (Jacek.Cukrowski@undp.org)

Ms. Daniele.Gelz (Daniele.Gelz@undp.org) 


1 Background

Kazakhstan’s economy is highly resource-dependent, with manufacturing accounting for only 11 percent of GDP in 2008, and agriculture 5 percent. In contrast, minerals, oil and gas, accounted for 73 percent of exports, amounting to around 39 percent of GDP. Consequently, the Government has made diversification of the economy a development priority. Trade expanded rapidly from 2004 to 2008 with external trade orientation gradually changing towards China and other markets outside the Former Soviet Union (FSU) although Russia remains the largest single trading partner. The rapid economic growth has facilitated a sharp increase in income per capita, which reached US$6,200 in 2008 (GNI per capita by Atlas methodology). Despite this, the overall poverty headcount ratio was estimated at 13 percent of the population, indicating some inequalities in income, particularly for the population living in rural areas.

The geography, population, economy and trade flows of Central Asia have an important bearing on transportation challenges. Within the region, distances are substantial (2,000 km from Kyrgyzstan to Russia) and access to the major markets involves very long distances. There are also significant non-physical barriers to trade, including inefficiencies at border crossings, unofficial payments, and the lack of harmonization of basic transit documents and regulations, all of which have been subject of discussion at the Central Asia Regional Economic Cooperation (CAREC). For the region and Kazakhstan itself, trade with Russia continues to be important. Much of this trade transits through Kazakhstan mainly due to historical reasons, and the availability of transport infrastructure. China is growing in importance as a trading partner for Central Asia with Kazakhstan taking the largest share. Other significant trading partners of the CAREC countries include Japan, Korea, and Turkey, and trade with the EU countries is also increasing.

2 Justification

The short- to medium-term objectives for transport in Kazakhstan are identified in the Government’s Transport Sector Development Strategy 2006-2015 (TSDS) and the Road Sector Development Program 2006-2012 (RSDP). These transport sector strategies define investment programs that include rehabilitation of the Republican (National) road network and the provision of selective additional infrastructure, particularly along the CAREC corridors, totaling 8,920km.  This includes the corridor linking Western Europe to Western China (funded by IFIs). 
This corridor is to help upgrade the trade route linking China to Russia and Western Europe through Kazakhstan, bringing a helpful economic stimulus to some of Kazakhstan’s poorest provinces and will boost Kazakhstan’s competitiveness and bring significant economic benefits to the country, as well as to Kyrgyz Republic, Tajikistan and Uzbekistan. It is expected that upgrading this key road will give a major stimulus to the Kazakhstan’s economy because construction of new stretches of the road and rehabilitation of the existing sections will create about 35,000 new jobs and will generate substantial indirect benefits to most of the population in the Kazakhstan oblasts of Kyzylorda, South and Eastern Kazakhstan. The road will improve access to markets for the local communities living along the Corridor, and stands to benefit some three million people living in the neighboring oblasts.
Semey is strategically located along the international road and international trade corridors for the goods transportation from China to Russia and other countries in the region. Construction of West Europe – West China international corridor will allow fostering cargo traffic from China to Russia, which is require an adequate infrastructure to be in place to promote domestic and international trade and be a hob for knowledge accumulation. In this regard, it is important to build the capacities of national and non-governmental actors in benefitting the most from the international trade corridors and opportunities they offer for the human development in the region.
3 Objectives
The proposed project is part of the Government’s plan to upgrade and improve the road corridor linking Western Europe to Western China through Kazakhstan and boost the trade along the road. The overall objective of the Government’s WE-WC Corridor development program is to improve transport efficiency and safety, and promote development along one of Kazakhstan’s main strategic road transport corridors. Transport and trade efficiency will be improved through provision of better infrastructure and services along the entire corridor to reduce transport costs, and through gradual reform of the entities responsible for all categories of roads.
The project will aim to assist the Administration of Eastern Kazakhstan in establishment of the Transportation-Logistics Centre in Semey to provide adequate transportation infrastructure for the trade promotion along the international corridor and ensure accumulation of knowledge in the region. The project will increase the transportation of goods from China to Russia and other countries of the region and economic development of the region as a whole. The centre will create new job opportunities for the poor population living in the rural areas of Semey and will decrease the rates of poverty.  

4 Expected Output(s)
The project is expected to boost economic development of the Eastern Kazakhstan by the establishment of the Transportation-Logistics Centre in Semey. The Centre will also contribute to the development of the competitiveness of the region’s industries and create new enterprises that are export-oriented. The project will generate new employment opportunities and will increase the human poverty in the region. 
In particular, it is expected, that developing of an International Trade Hub in Semey city will lead to:

· Creation of conditions for the cargo stream increase, including the export/import and transit flow; 

· Mobilization of transport corridors development, China-Kazakhstan-Russia through Irtysh river, in particular; 

· Acquiring the status to Semey city as "The center of International Trade" such as "dry" harbors Urumchi and Beijing, for example;    

· Formation of modern infrastructure of Semey city through constructing an International Trade Hub in Semey city; 

· Social problems solution and targets of the region development through new jobs creation; 

· Creation of conditions for increasing the investment attraction of the region and growth of the regional business area;
· Development of transport, logistic and terminal maintenance of import/export and transit flows;  

· Reduction of the transport costs and time at the same time through lowering administrative barriers during the border passing; 

· Reduction of transport expenditures through creating additional service-structure. 

5 Proposed Approach & Strategy, including Capacity Development Response
Kazakhstan has been trying to develop international trade corridors since 2001. In 2009, Kazakhstan has started a road construction that connects west Europe with West China. This road will boost trade through international trade corridors and will have a positive impact on rural households living along the road, which is crucial according to Needs Assessment for Kazakhstan By participation in this activity, UNDP will have an opportunity to influence the trade policy making from the human development point of view.  

Upon request of the East Kazakhstan administration, support establishment of an International Trade Hub in Semey by providing an international expertise to the technical-economic study for utilization of international trade corridors that exist in East Kazakhstan. Given the proximity to China and road construction taking place right now that will connect West Europe with West China, it is difficult to underestimate the important of such an initiative for boosting economic development and its positive impact on the human development in the region. Since this is related to the project goals, we propose to support the authorities in the establishment of the hub through research and recommendations on how to keep in mind impact of the trade and trade corridors on human development. Undoubtedly, the participation in this activity, will bring bigger exposure to the AfT project and will offer more extensive cooperation in the area of trade promotion for human development.

UNDP will engage the local stakeholders in the project process by assessing their capacity assets and needs, formulating capacity development strategies and will implement capacity development strategies. UNDP will also pay attention to monitoring and evaluation of capacity development strategies and project as a whole.

6 Annual Work Plan

	PLANNED ACTIVITIES

List activity results and associated actions 
	Timeframe
	Planned Budget

	
	Q1
	Q2
	Q3
	Q4
	Amount

	1. Activity 

Technical assistance in designing estimates documents for construction  of the Transportation-Logistics Centre in Semey city
	X
	X
	
	
	200.000

	2. Activity

Providing an international expertise to the technical-economic study for utilization of international trade corridors that exist in East Kazakhstan
	X
	X
	
	
	100.000

	3. Activity

Technical assistance and international expertise in formation of Free economic zone in frame of establishment of the Transportation-Logistics Centre in Semey city
	X
	X
	
	
	200.000

	4. Activity 

Conduct capacity assessent of the local stakeholders to operate the International Trade Hub and formulate the capacity development strategy 
	X
	X
	
	
	100.000

	5. Activity 

Implementation of the capacity builsing strategies
	
	X
	X
	X
	400.000

	6. Activity

Monitoring and evaluation of the project
	
	
	X
	X
	100.000

	
	
	
	
	
	

	TOTAL
	
	
	
	
	
	
	
	
	1100000
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