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China’s Xinjiang Uyghur Autonomous Region (XUAR) is most closely associated with
the violation of human rights and freedoms of the Uyghurs, a national minority of Muslims
of Turkic origin. Most of the publications on this topic are by Western scientists, journalists,
and analytical centers, and formed the basis for the introduction of sanctions against indi-
vidual companies and entire industries where forced labor was proven. However, there are
no similar independent studies by Ukrainian scientists. The economic aspects of the region’s
development, the consequences of sanctions for the economic activity of enterprises and the
people of Xinjiang, in particular, are insufficiently researched.

The author analyzed the economic condition of the modern XUAR, which was affect-
ed by the Covid-19 pandemic and sanctions. Particular attention is paid to the stimulating
measures taken by the Chinese government to support the growth of the region, such as eco-
nomic development projects like the «Great Western Development Strategy» GLEL57 ).

XUAR has strategically important political and economic significance for the stability not
only of China, but also of Central Asia. Firstly, the geographical position in the North-West of
the country with the largest land border, where the terroristic and separatist sentiments have
been successfully curbed. Secondly, the wealth of natural resources and a favorable climate for
agriculture and the development of alternative energy sources. The recent visit of the head of the
People’s Republic of China to Xinjiang and the change of the head of the region to Ma Xingrui,
who was previously in charge of Guangdong, are positive signals for local businesses and people.

On the basis of statistical data, analytical materials of scientists, journalistic publications,
and communication with colleagues who visited XUAR, the author came to the conclusion
that the region has positive development trends, and the level of well-being of households
in the region is increasing.

The purpose of this study is to analyze the current economic state of XUAR in terms
of priority directions of growth and under the influence of the risks of the pandemic and
Western sanctions, to characterize the economic profile of the region from the perspective of
further strategic development, taking into account the importance of the autonomous region
for the government of the country, its business activity and political stability, and China’s
growing influence in Central Asia.

Keywords: China’s Xinjiang Uyghur Autonomous Region, the Uyghur Forced Labor
Prevention Act, economic sanctions, Uyghurs, Belt and Road Initiative, Central Asia.
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EKOHOMIYHE 3HAYEHHS INIBHIYHO-3AXIITHOI'O PETTOHY KUTAIO
JIJISA CTABLJIBHOCTI Y IIEHTPAJILHIN A3IT

B. IO. I'onoo

CiHBIBSIH- YUTYpChbKHii aBTOHOMHMH paiioH (CYAP) Kutaro 31e011bI1I0T0 acOIFOEThCS 3
MOPYIIECHHS IIPaB 1 CBOOO YUTYPiB, HAIliIOHATHHOI MEHIINHI MYCYIbMaH TFOPKCHKOTO ITOX0-
JoKeHHS. ButbnmicTs myOuikaliiii Ha 1o TemMy 0ys10 3po0JIeHO 3aXiIHUMH HAyKOBIISIMH, JKYP-
HAIICTaMH, aHATITHIHUMHE IICHTPaMH, SIKi JISAIIH B OCHOBY BIIPOBADKCHHS CAHKIII IPOTH
OKpEeMHUX KOMIIaHI# Ta MUIHX 1HIyCTpii, 1e OyJiM BCTaHOBJICHI ()aKTH MPUMYCOBOI Tpalli.
OjHak MOIOHI He3alIeKHI JTOCIIDKCHHS YKPaTHChKUX HAayKOBIIB BiZICyTHI. HemocTarHbo
JOCITIKEH1 KOHOMIYHI aCTIeKTH PO3BUTKY PETiOHY, HACHIKK CAHKIIHN JJIs TOCIOAapChKOT
JUSUTBHOCTI MiIPUEMCTB Ta HaceeHHs CiHBIB3SIHY 30KpeMa.

ABTOPOM ITpOaHaIi30BaHU CKOHOMIYHNHN cTaH cydacHoro CYAP, sikuii 3a3HaB BIUIUBY
maHaemii Ta canknii. Oxpema yBara npuIiieHa CTUMYITIOIOUNM 3aX0/IaM, 10 SIKAX BIAETHCS
ypsin KHP, minrpumytoun 3pocTaHHst perioHy, €KOHOMIYHIM IPOEKTaM PO3BUTKY, TAKHM SIK
«Benuka 3axigna crpareris po3sutky» (P KF5).

CVYAP Mae cTparerivHo BaKJIMBE MOJITHYHE Ta EKOHOMIYHE 3HAUCHHS [T CTa0IIbHOCTI
He TutbkH Kuraro, a i periony LlentpansHoi A3ii. [To-niepiie, reorpadivyHe MoJoKeHHS Ha
MIBHIYHOMY-3aX0/Ii KpaiHU 13 HAHOUTBIIIMM CYXOIYTHHUM KOPJIOHOM, JIe BAAIOCs MPUOOpKa-
TH TEPOPUCTUYHI Ta CEMapPaTHCTChKI HacTpoi. [1o-mpyre, 6ararcTBo MPUPOIHUMHE pecypca-
MU Ta CHPUSATIMBUHN KJIIMAT JJISI CITbCHKOTO TOCHOAAPCTBA Ta PO3BUTKY aBTCPHATUBHHUX
Jokepen eneprii. HemonasHii Bisut ouiibHiKa KHP B CiHBIBSIH Ta 3MiHA KEpiBHHUKA PErio-
Hy Ha Ma CimKys, SKuil paHimie BianoBiaas 3a [ 'yaHbIyH, € TO3UTHBHUMH CUTHAJIAMH JIJIS
MICIIEBOTO Oi3HECY Ta HACEJICHHS.

Ha oCHOBI CTaTUCTHYHMX JaHHUX aHAJTITUYHUX MaTepiajiB HAYKOBIIIB, XKYPHAIICTCHKUX
nmyOJTiKaIii, CIiJKyBaHHI 3 Kojeramu, 1o Bifigysanmu CYAP, aBTop JiiIIOB BUCHOBKY, 110
pErioH Mae MO3UTUBHI TEHACHIIIT 0 PO3BUTKY, PIBEHb JOOPOOYTY TOMOTOCHONAPCTB B pe-
TIOHI 3pOcCTac.

MeTta nociimkeHHs] — IIpoaHai3yBaTu cydacHuil ekoHoMiuHuil ctan CYAP B po3pisi
MPIOPUTETHUX HAMPSIMKIB 3pOCTAHHS Ta ITiJ] BILTABOM PU3HKIB MMAHEMIl Ta CAaHKI[IHHOI TT0-
JITHKA 3aX0[y, 0XapaKTepU3yBaTH CKOHOMIYHHI MPOQITb PErioHy B MEPCIEKTUBI MOAATb-
[IOTO CTPATETiYHOTO PO3BUTKY, 3Ba)KAI0UN HA 3HAYYIIICTh aBTOHOMHOTO PaioHy ISt ypsiay
KpaiHu, HOTo A1I0BOT aKTUBHOCTI Ta MOJMITHYHOI CTA0UTFHOCTI, @ TAKOXK 3POCTAI0YOTO BILIH-
By Kuraro B LlenTpanbHiit A3ii.

Karwuoi cioBa: CiHBI3SH-YUTYPChKUIT aBTOHOMHUH paioH, 3aKOH MPO 3aro0iraHHs
MIPUMYCOBIH Tpai YUrypiB, eKOHOMIUHI caHKIi1, yirypu, [osic i Hlnsx, LenTpansha Asis.

The diplomatic boycott of the Beijing Winter Olympics in February 2022 by
a number of countries, including the USA, UK, Canada, and Australia, has given
much attention to the Xinjiang Uyghur Autonomous Region (XUAR). Concerns
about Uyghur human rights abuses have been voiced by Western politicians since
2009. Economic sanctions imposed by the USA, Canada, and the European Union
on companies and individuals has restricted trade, travel, and financial transactions.
The biggest ban, “The Uyghur Forced Labor Prevention Act” (the UFPLA), was
signed into law by the Biden administration on December 23, 2021 and went into
effect on June 21, 2022. According to the UFPLA, all goods produced wholly or in
part in Xinjiang are presumed to have been made by forced labor and will be banned
for import into the United States. It is too early to analyze the effect of the UFPLA,
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but investigation of Ji Siqi and Jacob Fromer from the South China Morning Post
(SCMP) and China customs statistics show that Xinjiang exports to the US have
grown in the last months despite expectations and have almost returned to the levels
of a year ago.

In their article, Siqi and Fromer mentioned that the US customs agency received
funding from the US congress under the UFPLA implementation, and they needed
time to hire and teach their staff. This could be the reason that Xinjiang exports to
the US are going up. Four sectors of commodities were identified by US customs
as “high-risk” products: apparel, cotton, tomatoes, and polysilicon (a material used
for solar panel production), according to Siqi and Fromer. But China statistics
says that apparel and clothing accessories accounted for 15.99% of total exports
to the US in August 2022. According to expert forecasts, exports from Xinjiang
will continue to grow due to the big demand on its commodities from the EU, the
US, and neighboring countries. Buyers will find a way to continue cooperation with
Xinjiang producers.

The Chinese government pays a great deal of attention to Xinjiang, also known
as China’s gateway to Eurasia, not only because of its geographical location
neighboring Central Asia, but because of its economic importance. Over half of all
Chinese exports to Central Asia go through Xinjiang.

Chen Quanguo, associated with Uyghurs and other Muslims repressions
in Xinjiang, was fired from his position of head of the XUAR. Ma Xingrui, the
former governor of the prosperous Guangdong province and one of the top Chinese
scientists, took this post at the end of 2021 with the task of implementing the 14th
five-year plan of the National Economic and Social Development of XUAR. The
first in the past eight years, Xi Jinping’s visit to Xinjiang in July 2022 meant that
the Chinese leader had serious expectations for further development of the largest
province-level administrative region.

China’s “Great Western Development Strategy” (PG KT &) or “Go West”
strategy, a $1 trillion development plan, aims to narrow the economic gap between
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Figure 1. Xinjiang export to the USA (US$)
Source: Chinese Customs
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Figure 2. Xinjiang export to the US in August 2022 (US$)
Source: China Customs

the less developed West and advanced East coast, was launched in 2000. Xinjiang is
in a strategic geographical location for the Belt and Road Initiative (BRI) project’s
success, as it connects China with the countries in Central Asia and the Middle
East. Four of the six major BRI land routes, including the China-Pakistan Economic
Corridor (CPEC), run through Xinjiang. A significant amount of funding has been
injected to develop Kashgar, which is now a special economic zone.

Xinjiang, as a big traffic hub for China-Europe freight trains (China-Europe China
Railway Express (CR Express), has undertaken a large amount of cargo business.
In the first eight months of 2022, more than 8,700 China-Europe freight trains
traveled through the Alataw Pass and Horgos ports, major land ports in Xinjiang
that border Kazakhstan, boosting foreign trade [Xinhua]. This number could be
larger, but several lockdowns completely blocked the operations of the main ports
for some time. A new expressway passage 300 kilometers long that links Northwest
of XUAR opened to traffic early September 2022. It facilitates the travel of the
residents and tourists and, as a result, has a positive impact on the local economy.
It is the third expressway connecting Xinjiang with places outside of the region. So
far, the mileage of expressways in Xinjiang has exceeded 7,500 km [Xinhual].

Another traffic hub, Freight Train Logistics Center, in Urumqi, was completed in
May 2016. This allows goods from different parts of China to gather at Urumqi and
leave China by train through Korgas Port or Alashankou Port. As of May 2020, the
CR express cargo trains departing from Urumgqi run on 21 lines, covering 23 Asian
and European countries and regions [China Briefing]. Ukrainian cargo was also
delivered to Kyiv and Odessa by CR Express before Russia’s invasion of Ukraine
on February 24, 2022. Now this service is temporary closed.

As an important part of the “Go West” strategy, the Chinese government focused
on improving transportation in XUAR. According to recent statistics from January
to August 2022, the region has invested more than 51.8 billion Yuan (about $7.5
billion USD) in this sector, 1.15 times that of the same period in 2021 [Xinhua].
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Figure 3. CR Express railway transportation
Source: Beijing Trans Eurasia International Logistics

XUAR achieved positive GDP growth last decade. The regional GDP in 2021
reached 1598.365 billion Yuan, an increase of 7.0% over the previous year. The
GDP of agricultural Southern Xinjiang and industrial Northern Xinjiang accounted
for 30.1% and 69.9% of the region, respectively. In 2021, 477 400 new jobs were
created in cities and towns, up 3.5% over the previous year. 224,000 unemployed
people in urban areas were re-employed, 44,800 people with employment difficulties
were employed throughout the year, and 3,174,000 people were transferred from
rural areas for employment throughout the year [ X 111 [¥4].

In 2021, despite COVID-19, the total import and export of goods was $24.298
billion, an increase of 13.7% over the previous year (exports of 19.712 billion
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Figure 4. GDP of XUAR (in billion yuan)
Source: National Bureau of Statistics of China
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USD, an increase of 24.5% and imports of $4.587 billion, a decrease of 17.3%).
XUAR includes 176 trading partner countries and regions. The top partners were
from Kazakhstan ($10.535 billion in trade, down 3.6% over the previous year),
Kyrgyzstan ($5.465 billion, an increase of 272.1%); Tajikistan ($981 million,
an increase of 63.8%). Trade with Russia and the US accounted for the negative
dynamic. The trade balance with Russia was $858 million (a decrease of 51.0%);
and trade with the US was $372 million (a decrease of 61.3%). Unlike coastal
provinces, Xinjiang’s economy does not heavily rely on exports, which accounted
for just 6.8 % of the province’s GDP in the first half of 2021.

The leading industries in 2020 were production and supply of electric power
and heat power with 20.3 % being extraction of petroleum and natural gas (18.2%),
and related industries accounted for about half of the gross industrial output and
depended more on capital than on labor force.

A portion of Xinjiang’s economy is agrarian, and accounted for 14% of its GDP
in 2020. This territory is centered in the South where the Uyghur people mostly
live. Xinjiang’s sugar beet and fruit are famous among local consumers and used
for export (including the Yili apple, Korla pear, seedless white grape, and Hami
melon). The government in its 14th five-year plan for XUAR set a 6% strong GDP
target and focused on the importance of manufacturing with well-paid positions
and fostering industries that create jobs. Human-rights groups decry forced labor
in textile factories, but this accounted for only 2.3 % of Xinjiang’s industrial output
in 2020. The Chinese government announced an active digitalization of the textile
industry in order to increase productivity. According to the National statistics, in
2021, the textile industry increased by 19.4%.

Profile of Xinjiang Uygur Autonomous Region

© Area 1.66 million km®
© Population 25.23 million
© cop RMB 1379.76 billion
(approx. US$210.5)
GDP growth rate 3.4%
CHINA
© Disposable income RMB 23,845
per capita (approx. US$3638)
@ Total volume of US$21.39 billion
import-export
0 Total retail sales of ~ RMB 306.26 billion O Key transportation infrastructure
consumer goods (approx. US$46.7 billion)
- Airports:
Urumchi Diwopu International Airport, Kashgar
O Actual use of FDI US$216 million Intemational Airport, Shihezi Huayuan Airport,
Yining Airport, Korla Airport
. - Railway stations:
© Minimum wage RMB 1900/month; RMB 19/hour Urumchi Railway Station, Shihezi Station, Yining Station,

RMB 1700/month; RMB 17/hour
RMB 1620/month; RMB 16.2/hour
RMB 1540/month; RMB 15 4/hour

Korla Station, Kashgar Station

Graphic® Asia Briefing Ltd.

Figure 5. Profile of Xinjiang Uygur Autonomous Region, 2020
Source: China Briefing
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The government plans to develop innovation-driven strategies to boost production
in Xinjiang by building seven industrial parks, three industrial zones, and a trading
hub in Urumgqi. Employment in Xinjiang’s textile industry has grown from about
400,000 in 2017 to nearly a million in 2022 [NDRC].

XUAR is the largest growing source of cotton production in China. In the
2020-2021 season, the total cotton output in Xinjiang reached 5.95 million tons,
accounting for 87.3% of the entire cotton output in China [CCTA]. The cotton
industry was a primary target for forced labor investigations in XUAR. Numerous
reports by Western analytical centers and journalists show that Xinjiang cotton might
be entering deeply into transnational supply chains. Around 1 in 5 apparel items
made worldwide likely contain Xinjiang cotton, so the UFPLA would negatively
impact not only the Chinese cotton-ginning mills, but farmers, apparel producers,
and final consumers throughout the world. After H&M officially announced it would
stop using cotton from Xinjiang in early 2021, public attention was again focused on
this province. H&M lost a big market share in China after provoking a large media
scandal. Now it is working hard to recover sales in the Chinese market, but it is still
41% lower than its previous level [Bloomberg].

The cotton mills are experiencing unsold cotton stocks due to the UFPLA. Xinjiang
cotton was always the most expensive in the world because of its high quality. This
season, cotton-ginning mills in Xinjiang have dropped the price in order to attempt
to sell their massive stockpiles. Actually, Xinjiang does not typically export much
raw cotton or yarn overseas, but provides it locally or to other provinces for cloth,
garment or other textile factories. This season, cotton-processing plants and apparel
producers felt the high risk of cooperation with Xinjiang cotton mills, so the Chinese
government made a deal with local traders to buy the big number of cotton stocks.

The UFPLA obviously puts the future development of the Xinjiang economy
in uncertainty. Even importers can ask for companies to prove that garments were
not made with forced labor, which is a virtually impossible process. China has
sent an important signal that it is willing to address forced labor concerns through
international trade dispute mechanisms [FCDO].

Xinjiang is also one of China’s major sheep farming areas and fine-wool
production base. The region is rich in resources like oil, natural gas, and coal, which
account for 30 percent, 34 percent, and 40 percent of the country’s total resources,
respectively. Xinjiang has 142 types of mineral resources, including 33 kinds of
metallic minerals, 60 kinds of non-metallic minerals and 6 kinds of energy minerals.
The coal reserves of the region are about at 2.2 trillion tons, which correspond to
40% of the total coal reserves in the country. The region’s reserves of beryllium and
mica are the highest in China. Metallurgy processing is one of the most important
industries in Xinjiang, supporting by the government.

The alternative energy sector is also showing promising growth in Xinjiang. In
2020, hydropower, wind power, solar power, and other renewable energy accounted
for 19.8% of total energy production there.

BRI brought huge opportunities for economic development of the XUAR.
Foreign investors were attracted by Xinjiang’s geographic advantages, resources,
and supportive policies. The contractual value of foreign direct investment (FDI)
in 2021 was 542 million USD, an increase of 20.0% over the previous year, and
the actual utilization of foreign direct investment was $237 million, an increase
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of 9.5%. The annual investment in high-tech industries was 31.643 billion Yuan,
which was up 23.4% over the previous year.

Hong Kong remains a higher foreign direct investment (FDI) position in XUAR,
followed by Kazakhstan and the USA. FDIs are spread across different sectors.
The top five industries that attract the most foreign investment are manufacturing,
mining, leasing and business services, software and information technology, and
finance. The agricultural industry also performs well in getting foreign investment.

Until the end of 2019, Xinjiang had attracted more than 1.8 million market
entities, including 359,000 enterprises from worldwide and other provinces. The
Fortune 500 companies that do business in Xinjiang include: ExxonMobil, Coca
Cola, GE, Ford Motor, Dell, Hilton, German chemical giant BASF, Volkswagen,
China’s real estate conglomerate Wanda Group, and many others. At the end
of 2021, Tesla opened a dealership office in Urumqi, which was the first Tesla
center in Xinjiang [CNBC], and a good sign for foreign investors. However, due
to the UFPLA and China’s zero-COVID policy, the situation could change in the
negative direction.

The COVID-19 pandemic involved and continues to involve numerous
lockdowns, which push foreign investments outside of China. This trend will
continue if China doesn’t relax its zero-COVID policy [European Union Chamber
of Commerce in China].

Tourism remains a key industry driving economic growth in Xinjiang. In
Chapter 6 of the 14th five-year plan, the government fixed further development of
the regional tourism to the modern service industry.

Due to COVID-19, Xinjiang’s tourism revenue in 2020 fell by 73% from its
2019 level. However, the number of domestic tourists that visited Xinjiang in 2021
was 190.567 million, an increase of 20.5% over the previous year and the domestic
tourism revenue was 141.569 billion Yuan (42.7% over the previous year).

The Chinese government actively promotes XUAR to make it a hot tourist
destination. This summer, the booming tourism in Xinjiang even provoked a
serious traffic jam 100 km long on the Duku highway. Revenue from tourism
reached $2.5 billion in June 2022. Another lockdown in September hindered the
positive trend, though.

Nataliya Lukyanova, a Ukrainian citizen who temporary lives and works in
Shanghai, was the lucky visitor of Xinjiang last August. During the conversation,
Natalya kindly shared her positive impressions from the short visit to Kashgar,
Urumgqi, Pamir plateau, and the Kunlun Mountains. She reported that the people
of Xinjiang, mostly Uyghurs, were glad to speak with a foreigner, and asked basic
questions. Xinjiang is a Muslim region with Islamic cultural and traditional specifics
such as: mosques, Muslim music, clothing, and Uyghur language signs. The region
is safe for travelers, as the government has significantly strengthened its control over
Xinjiang in response to the threat of terrorism. Nataliya mentioned that compared to
Shanghai, this area is much less developed, but not economically backward.

Chinese influence in Central Asia has strengthen as Russia has lost face after
its invasion of Ukraine. Now China is not only the main trade partner and investor
in that region, but also the geopolitical leader there. Xinjiang will play a more
important role as a neighboring area becoming a factor in Chinese policy in Central
Asia, and its prosperity and stability will become a key priority for the government.
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