~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Astrov, Vasily; Havlik, Peter; Pindyuk, Olga

Research Report

Trade Integration in the CIS: Alternate Options, Economic
Effects and Policy Implications for Belarus, Kazakhstan,
Russia and Ukraine

wiiw Research Report, No. 381

Provided in Cooperation with:

The Vienna Institute for International Economic Studies (wiiw) - Wiener Institut fiir Internationale
Wirtschaftsvergleiche (wiiw)

Suggested Citation: Astrov, Vasily; Havlik, Peter; Pindyuk, Olga (2012) : Trade Integration in the CIS:
Alternate Options, Economic Effects and Policy Implications for Belarus, Kazakhstan, Russia and
Ukraine, wiiw Research Report, No. 381, The Vienna Institute for International Economic Studies
(wiiw), Vienna

This Version is available at:
https://hdl.handle.net/10419/204153

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

Mitglied der

WWW.ECONSTOR.EU é@“}


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/204153
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

oo Wiener Institut fiir
WIIW Internationale
Wirtschaftsvergleiche

The Vienna Institute
for International
Economic Studies

Research Reports | 381 |

Vasily Astrov, Peter Havlik and Olga Pindyuk

September
2012






Peter Havlik is Deputy Director of the Vienna Insti-
tute for International Economic Studies (wiiw).
Vasily Astrov and Olga Pindyuk are wiiw research
economists.

Research for this paper was financed by the Jubilee
Fund of the Oesterreichische Nationalbank (Project
No. 14097).

Vasily Astrov, Peter Havlik
and Olga Pindyuk

Trade Integration in the
CIS: Alternate Options,
Economic Effects and
Policy Implications for
Belarus, Kazakhstan,
Russia and Ukraine






Contents

Y oy 1 = Lo AP

Institutional benchmarking, economic and trade analysis

1. Key economic developments and linkages on the post-Soviet space.............c...........
PRt O [ (0T [ e 1 o TS
1.2  Recent economic developmMENES ........ccccuiviiiiricii e
1.3 Comparison of eCONOMIC SIrUCLUIES .........cccuiviviiieciee e
2. Regional trade developmMENtS........cccciiie i
2.1 Soviet diSiNtegration............ccvi oo
2.2 Geographic and commodity structure of merchandise trade..............ccccue....
B T I = To oI 1 I 1= Tt SR
3. Integration arrangements on the post-Soviet SPaCe ..........cccereeriieineiiie e
3.1 Previous (re-)integration attempts ..........cccceeiiiie i
3.2 Customs Union of Belarus, Russia and Kazakhstan .............cccccoovvveveeeieeeecenn
3.3 Common ECONOMIC SPACE ......ccueeiiuiieiitieeciee ettt eaae e
3.4 ROIE OF UKFAINE .....coeiiieiie ettt e e neeesnnee s

Quantitative estimation of integration effects

4. Trade liberalization of Belarus, Kazakhstan, Russia and Ukraine prior

to the Customs Union formation: a gravity modelling approach ...........ccccccccveevieeenneen.
g B Y o To [ Mo 1Y =T RS
4.2 Setting up an estimating equation ..............coceeiiiiiiier
4.3  ESHMAtioN rESUIS .......eieiie e

5. Modelling the consequences of the Belarus-Russia-Kazakhstan Customs Union

and the FTA between Ukraine and the EU (CGE-modelling).........ccccooovvviieiieninnnnnne
5.1 Theory of regional trade arrangements ............ccooeeriiiiieniecee e
5.2 Economic consequences of the Belarus-Russia-Kazakhstan Customs

Union: initial @SSESSMENTS ........oiiiiiieiie e
TR I /[ To (= e 1Y =T YT S
5.4  SimMUIation SCENAMOS .........ceiuiiiiiiiiieieee e
5.5  ESHMALON MESUILS........oiiiiiieeiee e e



CONCIUSIONS ... nmmmmnn 58

RETEIENCES ... oottt e e e ettt et e e e e e e e et et e e e e e e e e e e et raeaeeeeeenaaaeee 62
ANNEX |: Main ECONOMIC INAICAONS ....ooveeeeeeeeeeeeeeee ettt e e e e e e ree e e e eeeees 69
ANNEX II: Foreign Trade Data: CISSTAT and UN COMTRADE ..........ccccoceviiiiiineeneen. 73
ANNEX lll: A — Technical overview of the CGE Model..........oooveeeeeeeeeeeeeeeeeee. 100

B — Mapping of Model Sectors to NACE and GTAP Sectors..........ccc....... 104



List of Tables, Figures and Boxes

Table 3.1
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 5.1
Table 5.2
Table 5.3
Table 5.4
Table 5.5
Table 5.6
Table 5.7
Table 5.8
Table 5.9

Table A.1.1
Table A.l.2
Table A.1.3
Table A.14
Table All.1
Table A.1l.2
Table A.Il.3
Table A.ll.4
Table A.Il.5
Table A.1l.6
Table A.Il.7
Table A.IL.8
Table A.IL.9
Table A.IL.10
Table A.Il.11
Table A.Il.12
Table B.1

Figure 1.1

Figure 1.2

Import tariffs of BRK Customs Union members and Ukraine ...........cccccceeevevveiveennne 26
Results of estimation of equation (6) for merchandise trade.........c..ccccceeveveeneennenne. 41
Change in bilateral merchandise trade in 1999-2009 relative to global baseline........ 42
Results of estimation of equation (6) for services trade ..........ccocceeeveiiecicce e, 43
Change in bilateral services trade in 1999-2009 relative to global baseline............... 43
Model SECtOriNg SChEME ........oiuiiiiie e e 50
Regional Aggregation SChemE ..o e 50
Import tariffs before and after the Customs Union creation ..............ccccoiiiiienecnne 51
SIMUIAtION SCENAIMOS. ..ot s 52
SIMUIALION FESUIES.........eitiiiee e e 53
Real changes in output of Belarus by Sectors, %.........cccooevrinineiniiiccrcneece 56
Real changes in output of Kazakhstan by sectors, % ........cccccocvrevenienenieneneneeene 56
Real changes in exports of Russia by sectors, % ........ccccevevivinnienineeeeee 57
Real changes in exports of Ukraine by Sectors, %.......cccoovrvreeienenienieerese e 57
Belarus: Main Economic INAICAOrs ...........ccceiiiiiiiiiieeee e 69
Russia: Main EConomicC INAICAOrS .........ccciiiiiiiiieereseneeeee s 70
Kazakhstan: Main Economic INiCatorsS.............ccuviieririeiiieseeeec s 71
Ukraine: Main Economic INICALOrS ...........coeriiiiiiierieeeee e 72
CIS Exports and Imports: an overview (million US dollars).........c..cccoevivereriecnennnne. 73
Belarus: Commodity structure of external trade ...........cccceevvivinieieienece e, 74
Kazakhstan: Commodity structure of external trade ..........ccceoovvevirienininceeeee 76
Russia: Commodity structure of external trade ...........ccooevvvivinineieneeceee 78
Ukraine: Commodity structure of external trade...........cccoeveeveececce e, 80
Bilateral trade by SITC commodity groups, EXpOrtS.........cccceeeeeeerieeieesieee e seenneens 82
Bilateral trade by SITC commodity groups, importS.........ccccecveveereccesce e see e 86
BY-KZ-RU-UA: Commodity structure of total exports ...........cccceeeieninininnencneeee 90
BY-KZ-RU-UA: Commodity structure of total imports ............ccceeeienniiiiiinceeee 91
BY-KZ-RU-UA: Commaodity structure of bilateral and total exports.............ccoceeennne. 92
Developments of BY-RU-KZ-UA exports by SITC commodity groups............ccceeeeeene 96
Developments of BY-RU-KZ-UA imports by SITC commodity groups............cceeeeeene 98
Mapping of Model Sectors to NACE and GTAP SeCtors .........ccccoveverienenesienieeens 104

Nominal GDP of BRK countries and Ukraine, 2000-2011
(in USD billion, at exchange rates).........cccvvcvieie et 2

Structure of gross value added in BRK and Ukraine, 2005 and 2010
(IN % OF tOtAl GVA) ...t st 4



Figure 1.3

Figure 2.1
Figure 2.2
Figure 2.3
Figure 2.4
Figure 2.5
Figure 2.6
Figure 2.7
Figure 2.8
Figure 2.9
Figure 2.10
Figure 2.11
Figure 2.12
Figure 2.13
Figure 2.14
Figure 2.15
Figure 2.16
Figure 2.17
Figure 2.18
Figure 2.19
Figure 2.20
Figure 3.1
Figure 3.2

Figure A1

Box 3.1
Box 3.2

Structure of industry by branch in BRK and Ukraine, 2005 and 2010

(IN % Of GrOSS OULPUL).....c.eiueeiieiee ettt e 4
Belarus: Foreign trade by country groupings % of total ..........c.ccocoveiinincininiieee, 7
Russia: Foreign trade by country groupings % of total...........ccccooveiiiniieinnceee, 8
Kazakhstan: Foreign trade by country groupings % of total ..........ccccceierininieiennnnnen 9
Ukraine: Foreign trade by country groupings % of total .............cceceveiiiinniciiice 10
Kazakhstan: Foreign trade developments (goods), 1995 = 100........ccccccevveevvevreennenne 11
Russia: Foreign trade developments (goods), 1995 = 100.........cccceverinerencnieennnnn, 11
Belarus: Foreign trade developments (goods), 1995 = 100.........ccceeerinerererieenennn, 12
Ukraine: Foreign trade developments (goods), 1995 = 100 .......c.ccccevivereneeiennneene 12
Exports of goods by SITC commaodity groups (shares in %) .......ccccocevvverericneneniens 14
Revealed comparative advantages by SITC commodity groups............ccueeeeeeeeereneens 15
Services imports, USD MIlliON ..........cuiiiiiieceicecece e 17
Services exports, USD MilliON ..........cuiiiiiiiiiicececeece e 17
Sectoral structure of Belarus’ services exports, % ......ccccveveverieneeeeieenene e 18
Sectoral structure of Belarus’ services imports, % ......ccccceveveneeeeieneneee e 18
Sectoral structure of Kazakhstan's services exports, %.....c.cccocvvveeeieneneseerceneeneenns 18
Sectoral structure of Kazakhstan’s services imports, %........cccccveeverenenieeceenenenne 18
Sectoral structure of Russia’s services eXports, %.......cccceoererererieneneneeeeeseeee 19
Sectoral structure of Russia’s services imports, %.......c.ccocererierrieneneneeeeese e 19
Sectoral structure of Ukraine’s services exports, % .......ccooveveererenenecccenene e 19
Sectoral structure of Ukraine’s services imports, % ....ccooeereereeieeie e 19
Common External Tariff of the BRK Customs Union ... 24
The BRK Common Economic Space Administration System ............ccccooieivenennnne 30
The Basic Production Flows in the Model............cccceoiiiiinrieeeee e 101
Belarus-Russia-Kazakhstan Customs Union and the WTO ... 28

Energy prices iN BEIATUS..........cooeeie et e 32



Abstract

A functioning Belarus-Russia-Kazakhstan Customs Union (BRK-CU) would comprise the
bulk of the FSU economy and represent a significant step towards an attempted re-
integration of the FSU — even more so if Ukraine were also to join. There are still important
structural differences in intra-regional compared to extra-regional trade of these countries,
regarding exports in particular. The existing specialization patterns and comparative ad-
vantages may — apart from purely political considerations — provide some economic ration-
ale for closer trade integration. Our difference-in-difference gravity-based estimates indi-
cate that during the period 1999-2009 liberalization took place primarily in the trade of Bel-
arus, Russia, Kazakhstan and Ukraine with third countries, whereas in their mutual trade
barriers in many manufacturing and services sectors actually increased.

The BRK-CU largely eliminated the remaining non-tariff barriers in mutual trade and, upon
the adoption of a Common External Tariff (CET) in 2010, unified the participating countries’
tfrade policies vis-a-vis third countries. As a result of CET adoption, the average (un-
weighted) level of protection declined by about 2 p.p. in Russia and 1.3 p.p. in Belarus, but
increased by around 2.5 p.p. in Kazakhstan. Available estimates of the economic effects of
the BRK-CU differ by a wide margin. Our computable general equilibrium (CGE) estimation
results suggest that joining the BRK-CU might potentially bring net GDP losses to Ukraine.
BRK-CU membership appears to bring net GDP and welfare losses also to Kazakhstan
whereas Belarus and Russia benefit in terms of GDP and labour income growth. There
seems to be little (economic) justification for Russia prompting Ukraine to join the BRK-CU.
Ukraine, on the other hand, is likely to have a significant increase in GDP and real labour
income after implementing the DCFTA with the EU.

Keywords: foreign trade, integration, Customs Union, gravity and CGE modelling, Bela-
rus, Kazakhstan, Russia, Ukraine

JEL classification: C5, F1, F5, P3






Vasily Astrov, Peter Havlik and Olga Pindyuk

Trade integration in the CIS: alternate options, economic effects and
policy implications for Belarus, Kazakhstan, Russia and Ukraine

Institutional benchmarking, economic and trade analysis
1. Key economic developments and linkages on the post-Soviet space
1.1 Introduction

The republics of the former Soviet Union (FSU) provide a unique opportunity to examine
the impact of alternative economic integration agreements. Even more than twenty years
after the collapse of the USSR there still remain significant — albeit diminishing and varying
in individual cases — economic, trade and cultural linkages among the FSU republics. At
the same time, there is a substantial variation in the institutional arrangements governing
trade between FSU republics, both across the region and over time." In addition, as some
countries in the region already belong to the WTO (Kyrgyzstan, Moldova, Georgia, Arme-
nia and Ukraine; Russia joined in July 2012) while others still do not (in particular Belarus
and Kazakhstan), external institutional constraints also vary across the region.

The Belarus-Russia-Kazakhstan Customs Union (BRK-CU) has been in preparation for
several years (the idea was first launched already in 1995 and the respective agreement
was signed in October 2007 in Dushanbe at the meeting of the Euro-Asian Economic
Community — EurAsEC).2 This section starts with an overview of recent economic devel-
opments in the countries concerned, followed by an outline of their key trade, production
and investment links. A more detailed analysis of foreign trade specialization patterns, both
within and without the region, follows. Finally, a broad assessment of policy implications
stemming from the findings is enclosed.

1.2 Recent economic developments

BRK-CU countries account for more than 85% of the CIS’ GDP and exports, for 78% of
imports and 60% of population (168 million inhabitants). A successfully functioning BRK
Customs Union would thus comprise the bulk of the FSU economy and represent a signifi-
cant step towards an attempted re-integration of the FSU.? Including Ukraine, the economy

' The CIS (Commonwealth of Independent States), established in 1992 after the collapse of the Soviet Union, currently

comprises 11 FSU states (Estonia, Latvia and Lithuania have never joined, while Georgia quit in 2009 after the war with
Russia in 2008).

Apart from these 3 countries, EurAsEC comprises another two FSU republics: Kyrgyzstan and Tajikistan. For details on
the various integration steps on the post-Soviet space, see Section 3 below.

The latter was announced as the ultimate aim of an enlarged BRK-CU (adding Kyrgyzstan and Tajikistan) after the
launch of the Common Economic Space in January 2012 by Russian Prime Minister V. Putin — see /zvestiya, 5 October
2011.



of which is smaller than that of Kazakhstan (but with a much bigger population, 46 million
versus 16.5 million), the Customs Union would comprise more than 90% of FSU’s GDP
(nearly USD 2300 billion in 2011). Indeed, a re-integration strategy has been pursued for
years mainly by Russia, so far without much success. There are many reasons and expla-
nations for this, but the sheer predominance of Russia in any post-Soviet integration ar-
rangements — 75% of the CIS’ GDP, resp. 82% of the BRK plus Ukraine’s GDP — repre-
sents one of the key economic aspects of post-Soviet integration difficulties (Figure 1.1).

roret Nominal GDP of BRK countries and Ukraine, 2000-2011
(in USD billion, at exchange rates)
mBelarus ®Kazakhstan Russia ® Ukraine
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Source: CISSTAT Database, own calculations.

Overall, economic growth in most countries concerned has not been particularly impressive
during the transition period: between 1990 and 2011, GDP increased by about 90% in Bela-
rus and by 65% in Kazakhstan, but just 12% in Russia. In 2011, Ukraine’s GDP was still
30% below the 1990 level according to wiiw calculations.* This compares with a 66% GDP
increase in the New EU Member States (NMS) and a nearly 50% GDP increase in the EU-
27 in the same period, according to wiiw estimates. The more recent period has been more
successful: between 2000 and 2011, the real GDP more than doubled in Belarus and Ka-
zakhstan, in Russia and Ukraine it increased by 67% and 60%, respectively (this compares
with a 48% increase of GDP in the NMS and 18% in EU-27 during the same period).”

In 2009, Belarus and Kazakhstan were among the few transition countries (others being
Albania and Poland) who could avoid a recession whereas both Russia (-7.8% drop in
GDP) and Ukraine (-14.8%) were hit particularly hard. In both 2010 and 2011, GDP growth
resumed in all four countries (more than 7% increase in Belarus and particularly in Ka-
zakhstan, more than 4% in Russia and Ukraine). The latest forecasts reckon with deceler-
ating yet still respectable growth in the range of 3%-6% per year in the coming years,

wiiw estimates are based on the CIS Statistical Database (http://www.cisstat.com).
®  See Podkaminer et al. (2012).




slowly abating inflation (except Belarus) and current account surpluses (Kazakhstan and
Russia) resp. current account deficits (Belarus and Ukraine).®

1.3 Comparison of economic structures

Another aspect complicating the integration attempts on the post-Soviet space is a re-
markable diversity in the economic performance and economic structures of the countries
concerned (other diversity aspects being the above-mentioned size of the economy and
economic development levels, the latter ranging from 23% of the average EU-27 level in
terms of GDP per capita at PPP in 2011 in Ukraine to 53% in Russia, with Belarus and
Kazakhstan lying in between at about 45% of the average EU level).”

The broader economic structures of BRK-CU countries (and Ukraine) differ: the share of
industry in total gross value added ranged from 26% in Ukraine to 33% in Kazakhstan in the
year 2010 (with Belarus and Russia in between — Figure 1.2). Except for Kazakhstan, in all
four countries the relative importance of industry has declined over the past two decades; the
share of agriculture dropped as well (most in Belarus and Ukraine). At the same time, the
share of services increased everywhere and the respective shares varied again: from less
than 50% of the total gross value added in Belarus to more than 62% in Ukraine (year 2010
— see Figure 1.2). Generally, the processes of de-industrialization, de-agrarization and struc-
tural shifts towards services have been broadly similar to those observed earlier in other
transition countries in Central and Eastern Europe (see Havlik in Grinberg et al., 2008).

Even more pronounced structural differences can be observed at the more detailed indus-
try level. Within industry, Belarus and Ukraine have the highest shares of manufacturing
(nearly 90% of the total industrial output in Belarus) whereas Russia and especially Ka-
zakhstan have a large extraction sector. Within manufacturing, the biggest sector (in terms
of shares in gross output) is food and beverages (in Belarus) and basic metals (Ukraine,
Kazakhstan and Russia) respectively. In Belarus, chemicals as well as machinery and
equipment play a relatively prominent role — at least compared with the remaining countries
(Figure 1.3). These specialization patterns reflect both the legacy of the Soviet past, vary-
ing resource endowments, the widely different transformation strategies® and, last but not
least, the general lack of foreign direct investment and a resulting delayed restructuring
coupled with lagging integration in the global economy. From the perspective of their di-
verse industrial specialization, a joint import tariff structure of the Customs Union should
affect the individual member countries differently (see below).

See tables with the main economic indicators in Annex |. The authors’ brief country reports and forecasts were
published in Podkaminer et al. (2012). For Belarus see, for example, CISSTAT Bulletin, No. 12(507), December 2011.

Own estimates based on Eurostat and CISSTAT database.

E.g. the relatively favourable industrial structure of Belarus is to a large extent the result of state-supported ‘pro-growth’
economic policies over the past 20 years.



Figure 1.2
Structure of gross value added in BRK and Ukraine, 2005 and 2010 (in % of total GVA)

35 C-F C‘E
ot _ CE

[ C-E C:E m C-E C-E

30 +— i 1

C-E
25

20 +— H

15 +

o

>
T

>
.
S
>

M
5 reril [

>
I
11

2005 2010 2005 2010 2005 2010 2005 2010

Belarus Kazakhstan Russia Ukraine

A: Agriculture, hunting and forestry, C-E: Industry total (C: Mining and quarrying, D: Manufacturing, E: Electricity, gas and water
supply), F: Construction, G: Wholesale, retail trade, repair motor vehicles, I: Transport, storage and communications, J: Finan-
cial intermediation, K: Real estate, renting & business activities, L: Public administration, defence, compulsory social sector,
M: Education, N: Health and social work, O: Other community, social & personal services.

Source: CISTAT, Statistical Bulletin, No. 6, 2011, pp. 44-46, Moscow

Figure 1.3
Structure of industry by branch in BRK and Ukraine, 2005 and 2010 (in % of gross output)
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*) The share of mining and quarrying (C) in Kazakhstan was about 60% in both 2005 and 2010.
Source: CIS Statistical Abstract 20 Years, CISSTAT, Moscow, 2011, pp. 114-115.



2. Regional trade developments
2.1 Soviet disintegration

The economic effects of Soviet disintegration have been analysed in detail already before
the actual break-up of the USSR. The detailed study of the Soviet economy undertaken
jointly by The World Bank, IMF and OECD (1991) addressed trade issues as well. In a
broader context, Havlik (1991) analysed issues related to the economic consequences of
the CMEA disintegration. Comprehensive analyses covering various (not only trade) as-
pects of Soviet disintegration were done by Vavilov and Vyugin (1993) and others (e.g.
Williamson, 1993). The economic implications of the ‘Slavic dis-Union’ were studied inter
alia by Boss and Havlik (1994), Senik-Leygonie and Gordon (1992), as well as by Linn
(2004). Michalopoulos and Tarr (1994) investigated in detail trade patterns in the FSU.
Havrylyshyn and Pritchett (1991) studied post-transition trade patterns, Hoekman and
Djankov (1997) analysed determinants of export structure in the region. Havrylyshyn and
Al-Atrash (1999) investigated the geographic diversification of trade, Djankov and Freund
(2000) analysed various aspects of the trade disintegration in the former Soviet Union.

More recently, the economic restructuring and integration in Eastern Europe (experiences
of new EU member states — NMS — and selected CIS countries) were investigated by a
large international research network coordinated by wiiw (Grinberg, Havlik and Havryly-
shyn, 2008). Issues covered included intra-industry trade patterns and trade integration
between the EU and the CIS, foreign trade restructuring in Belarus, Kazakhstan, Moldova,
Russia and Ukraine, estimating the effects of WTO accession in Belarus (Kurilionak et al.
in Grinberg et al., 2008), simulating WTO accession effects with the GSIM model for Rus-
sia, Ukraine and Belarus (Worz et al. in Grinberg et al., 2008), as well as lessons from the
trade restructuring in the NMS for the CIS (Havlik in Grinberg et al., 2008). Following Vin-
has de Souza (2003), Kurilionak et al. (2008) also address the consequences of Russia’s
likely earlier WTO accession for Belarus. Broadman (2005) analysed the path from disinte-
gration to reintegration in the region on behalf of the World Bank. Lissovolik and Lissovolik
(2006) studied the implications of being outside the WTO for Russia, Vinhas de Souza
(2006) discussed trade between the enlarged EU and Russia in a wider Europe, and Vin-
has de Souza et al. (2006) looked at the evolution of Ukraine’s relations with the EU.

Rutherford, Tarr and Shepotylo (2005) looked in detail at welfare effects of Russia’s WTO
accession. The same authors studied WTO accession effects on FDI in services (Ruther-
ford, Tarr and Shepotylo, 2006). A comprehensive summary of various estimates regard-
ing the effects of WTO accession on Russia as well as other topics related to Russia’s
WTO accession were analysed by Tarr (2008). The implications of free trade agreements
between the individual CIS countries and the EU were analysed also by CASE.?

°®  See Francois and Manchin (2008) and Jarocinska et al. (2010). For recent studies, see Section 2.2 below.



Documents relevant to WTO accession are available inter alia at the WTO website
(www.wto.org). The BRK Customs Union has launched its own website as well
(http://www.tsouz.ru/Pages/Default.aspx) where various normative documents, the detailed
customs code (more than 500 pages, only in Russian) and selected BRK trade statistics
are available.™

Trade disintegration has been one of the consequences of the collapse of the Soviet Union.
The economic disintegration had far reaching adverse consequences for all individual newly
independent states. Various attempts at re-integration had been launched since 1991: the
establishment of the Commonwealth of Independent States (CIS) initially comprising 12
former Soviet republics and other (less comprehensive) integration efforts (such as the
Common Economic Space, EurAsEC, Union of Russia and Belarus, GUAM), mostly initi-
ated by Russia,'" have so far largely failed. On the contrary, further trade disintegration
could not be averted and the shares of mutual (intra-CIS) trade have markedly declined. As
far as the CIS’ external trade is concerned, there has been an ongoing geographic trade
reorientation to markets outside the former Soviet Union, namely in Europe and Asia."?

Simultaneously with the process of regional disintegration there has been an integration of
post-Soviet states in the global economy. Several FSU republics have already become
members of the WTO (Armenia since 2003, Kyrgyzstan since 1998, Moldova since 2001,
Georgia since 2000, Ukraine since 2008 and Russia since July 2012), others — notably
Belarus and Kazakhstan — have been negotiating WTO accession since the mid-1990s.
The negotiating process has been dragging on for years, in several cases (Russia, Bela-
rus) additionally hampered by political developments.

2.2 Geographic and commodity structure of merchandise trade

In this section we provide first a brief overview of key trade developments and of the re-
gional structure of Belarus’, Kazakhstan’s, Russia’s and Ukraine’s external trade. Further-
more, we look at the commaodity composition of exports and imports in their total and bilat-
eral trade, respectively. The mutual (intra-CIS) trade has been diminishing in relative terms,
yet there remain important structural differences compared to extra-CIS trade of these
countries, especially regarding exports. These differences have important implications for
growth and development patterns in the countries concerned. The existing specialization
patterns and comparative advantages may — apart from purely political considerations

There is an unofficial English translation of the abbreviated version of the Customs Union’s customs code available at:
http://www.tsouz.ru/Docs/kodeks/Documents/ TRANSLATION%20CUC.pdf.

Only GUAM (a more political club comprising Georgia, Ukraine, Azerbaijan and Moldova) does not include Russia.

However, the recent integration steps (EurAsEC, Customs Union, Common Economic Space — see Section 3 below for
details) give rise to claims with some observers that the post-Soviet regional integration is making progress — see e.g.
Grinberg (2012).



which seem to prevail (at least in the case of Russia) — provide some economic rationale
for closer trade integration and the establishment of a customs union.

Figure 2.1
Belarus: Foreign trade by country groupings
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The main structural features of Belarus’, Kazakhstan’s, Russia’s and Ukraine’s external
trade developments are summarized in Figures 2.1-2.4 (detailed trade statistics are shown
in Annex Il). Despite the disintegration mentioned above, trade exchanges within the CIS
still remain rather important — especially for the smaller CIS republics such as Belarus. In
2010, exports to the CIS region accounted for up to 54% of total exports in Belarus (a jump
by 10 p.p. compared to 2009) and for 36% in Ukraine.'® The CIS region has been an even
more important source of imports — up to 60% of the total imports in the case of Belarus,
46% in Kazakhstan and 44% in Ukraine (year 2010). Russia’s dependence on the CIS
markets has been much smaller (about 15% of total exports and only 14% of imports were

3 During the final years of the USSR, Vavilov and Vyugin (1993) estimated that more than 80% of Belarus, Kazakh and

Ukrainian exports went to other Soviet republics (import shares were only marginally lower). Even Russia traded more
than half of its exports and imports with other Soviet republics in 1987.



traded with the CIS) as it has by far the largest economy and is trading mainly with the
European Union. For Russia, the CIS shares in exports and imports (both roughly 15% in
2011) are now nearly equal to the results of the gravity model estimated by Vavilov and
Vyugin (1993); in Belarus and Ukraine the respective shares are still much higher
(50%-60% in Belarus, 36%-45% in Ukraine, and in Kazakhstan 46% of imports). Indeed, it
could be possibly interpreted that Russia’s interest (if it exists at all) in the CIS integration
(Customs Union, EurAsEC, etc.) is more of a political than an economic nature.

Figure 2.2
Russia: Foreign trade by country groupings

% of total

BEU-15 mNMS-12 ©CIS ®China OOther

Exports
100%
27.2 23.9 24.9 23.7 26.2 27.3
80%
B B B
60% | 134 13.5 15.0 14.9 155 15.0 —|
15.8 142 14.6 19
40%
20%
0%
2000 2005 2007 2008 2009 2010
Imports
100%
80 231 28.8 292 20.7
o
[7a]
60%
° 34.3 19.2
40% 5.9 7.6
20%
0%
2000 2005 2007 2008 2009 2010

Source: CISSTAT.

During the past decade, the overall external trade of the countries concerned grew rather
fast — despite the interruption in 2009 which resulted from the combination of global crisis
and the collapse of commodity prices. Between the years 2000 and 2010, Kazakhstan’s
overall exports increased by more than 550%, exports from Belarus, Russia and Ukraine
by around 250% (Figures 2.5-2.8 and Annex Il). With respect to imports, the fastest growth
is reported by Russia (+540%), followed by Kazakhstan (+390%), Ukraine (+340%) and
Belarus (+300% — see Figures 2.5-2.8 and Annex Il). All four countries recorded the tem-



porary peak of exports and imports in 2008; the overall trade values in 2010 were still
around 20% lower than before the crisis in 2008 (imports of Kazakhstan and Ukraine were
in 2010 still 30% below the peak level of 2008 according to UN COMTRADE data — see
Annex Il). Pre-crisis trade levels could be fully recovered only in 2011 (see Figures 2.5-2.8
and Annex I)."

Figure 2.3
Kazakhstan: Foreign trade by country groupings
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Mutual trade exchanges (intra-BRK CU trade plus Ukraine) have been rather heterogene-
ous (and contradictory when comparing mirror statistics). Belarus’ exports to Russia grew
below average during 2000-2010 yet its exports to Ukraine and especially to Kazakhstan
expanded much faster than average (Annex Il, Table 6). Ukraine’s exports to the BRK re-

" The quality and reliability of trade data are highly questionable: there are substantial differences between figures reported

in the UN COMTRADE database and the CISSTAT resp. national statistics, in recent years (2010) especially for
Kazakhstan and Russia. The inspection of bilateral trade flows in the mirror statistics indicates widely divergent results.
Preliminary data available from the CISSTAT and national statistics for 2011 indicate an increase of overall trade and a
return to pre-crisis trade volumes in all countries concerned. As of time of writing (June 2012) detailed trade statistics for
2011 from UN COMTRADE are not yet available. Annex Il provides the latest foreign trade data from both sources.



gion grew also faster than average. Especially Ukraine’s exports to Kazakhstan increased
a lot before the 2008/2009 crisis. By way of contrast, Kazakh and Russian exports to rest
of the world (other than BRK and Ukraine) had been much more dynamic during the 2000-
2010 period and the relative importance of the intra-regional trade for these two countries
thus diminished in that period.

Figure 2.4
Ukraine: Foreign trade by country groupings
% of total
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In Belarus and Ukraine, intra-regional exports recovered slightly faster than total exports
since the 2008/2009 crisis (though — with the exception of Belarus’ exports to Kazakhstan
— by the year 2010 they still did not reach the pre-crisis level of 2008). Russian and Kazakh
exports to their regional partners suffered particularly strongly during the recent crisis, sug-
gesting temporary regional trade disintegration.'® As far as imports are concerned, the re-
gional trade did not recover after the 2008 crisis, at least until 2010, again with the excep-

'® UN COMTRADE data for Russia and Kazakhstan are incomplete: in analogy with published Customs Union statistics —

figures for 2010 presumably do not fully cover the mutual trade of countries concerned.
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Figure 2.5
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Kazakhstan: Foreign trade developments (goods), 1995 = 100
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Figure 2.7

Belarus: Foreign trade developments (goods), 1995 = 100

1300
=== Export to CIS countries === Export to other countries
=== |mport from CIS countries === |mport from other countries /
1100
900 /
700 / /A\7J/
500 - /
300
100 -
1995 1997 1999 2001 2003 2005 2007 2009 2011
-100
Figure 2.8
Ukraine: Foreign trade developments (goods), 1995 = 100
1100
== Export to CIS countries == E xport to other countries
e |mport from CIS countries e |MpoOTrt fromﬁther countries
900 / \
700 //\\ ///
i /\\//
100 - —— 4—'/
1995 1997 1999 2001 2003 2005 2007 2009 2011
-100

Source: CISSTAT, wiiw calculations.



tion of Belarus’ imports from Kazakhstan (Annex IlI). However, the preliminary data for
2011 from CISTAT suggest a robust recovery of overall exports (Belarus: +60% compared
to 2010, Kazakhstan: +46%, Russia: +30%, Ukraine: +33%), with intra-CIS exports ex-
panding at similar rates. Extra-CIS imports of Kazakhstan and Ukraine (as well as extra-
CIS exports of Ukraine) in 2011 still did not reach their peak from 2008 whereas both Bela-
rus’ and Russia’s trade already recovered from the crisis (Figures 2.5 - 2.8).

As far as the commodity composition of trade is concerned, Belarus and Ukraine have a
fairly diversified export structure whereas Russian and Kazakh exports are strongly con-
centrated on mineral fuels (SITC 3) and metals (SITC 6 — see Annex Il for details). As far
as imports are concerned, it is worth mentioning that both Belarus and Ukraine import a lot
of mineral fuels (about 1/3 of both countries’ total imports — mostly from Russia and Ka-
zakhstan) whereas the two latter countries have much higher import shares of machinery,
transport equipment and other manufactured articles. The same import specialization pat-
tern prevails within the BRK-Ukraine region. Broadly speaking, machinery and other manu-
factured exports of Belarus and Ukraine are exchanged for energy and metals from Russia
and Kazakhstan.

An important feature of the CIS and BRK-CU plus Ukraine trade is the above-mentioned
structural and regional dichotomy in the commodity trade composition — again mostly with
respect to Belarus and Ukraine. For example, more than 25% of Belarus’ exports to the CIS
consisted of machinery and transport equipment whereas in exports outside the CIS these
commodities account for just 6% of exports (and more than half of exports are mineral prod-
ucts which are imported from Russia, processed and re-exported — see Annex Il). On the
other hand, nearly 80% of Kazakh and more than 70% of Russian exports outside the CIS
consist of mineral products (Annex Il). In general, and with the important exception of Russia,
the intra-CIS trade structure is more ‘advanced’, still reflecting the inherited links from the
Soviet period and a limited progress in restructuring (see also Grinberg et al., 2008).

Figure 2.9 illustrates differences in the commodity composition of BRK countries’
and Ukraine’s exports by juxtaposing their total and bilateral structure.'® Belarus, for exam-
ple, reports much bigger shares of mineral fuels exports to Ukraine than in its total exports
(these are essentially re-exports of Russian oil); it also exports relatively more manufactured
products to its CIS partners. Similarly, though Russian (and Kazakh) exports are dominated
by mineral fuels, in their intra-regional trade some manufactures (SITC 5-SITC 8) are a bit
more represented. From this point of view, Ukraine has a more balanced export structure
than its regional peers with a much less divergent regional export structure (and a more
diversified commaodity export structure — especially recently — see Figure 2.9).""

oA similar juxtaposition on a more aggregated regional level (and based on CISSTAT) is presented in Annex II.

7 However, Annex Il Table 5 shows that the commodity structures of Ukrainian exports within and outside the CIS differ a

lot: the share of metals in exports outside the CIS (40.6% in 2010) is nearly twice as large as in exports to the CIS; the
opposite is true for machinery and transport equipment exports.
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Figure 2.9 Exports of goods by SITC commodity groups (shares in %)
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Figure 2.10
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Last but not least, the patterns of revealed comparative advantages (RCAs) in bilateral and
total trade of BRK countries and Ukraine are shown in Figure 2.10."® Again, there is a con-
siderable differentiation both across individual countries and in RCA patterns in their bilat-
eral and total trade. Positive RCAs in mineral fuels (Russia and Kazakhstan) are mirrored
by negative RCA values (= comparative disadvantage) in their trade with most other com-
modity groups (especially in Kazakhstan; Russia has a minor comparative advantage in
machinery trade with Kazakhstan). Ukraine has positive RCAs in most commodity groups
(except mineral fuels) in trade with both BRK-CU partners and the world.

Needless to say, apart from numerous data problems, the above-shown structural differ-
ences and varying specialization patterns of the BRK countries and Ukraine are highly
relevant for the formulation of trade policies — be it WTO accession, the Customs Union or
other alternative trade arrangements (for example, the Deep and Comprehensive Free
Trade Agreement between Ukraine and the EU which is currently pending signature).
These and related issues (such as policies for an envisaged economic diversification) will
be analysed in more detail below, followed by a discussion of various policy options.

2.3 Trade in services

In this section we will provide an overview of major trends of services trade of Belarus,
Kazakhstan, Russia and Ukraine. The data on services trade come from the TSD data-
set,” which contains data on annual bilateral services trade flows for 244 reporting coun-
tries and 244 partners for the period of 1995-2010. The dataset is compiled from the
OECD, Eurostat, UN and IMF data.

As Figure 2.11 shows, Russia is a leading services exporter among the four countries.
During 2000-2008, Russia’s services exports were growing at about 40% on average per
annum — twice as fast as the rest of the countries, which demonstrated approximately
equal growth rates during that period. The slump in 2009 was much smaller than in the
case of merchandise exports, and the recovery started already in 2010 in all four countries.

In services imports, Russia is again the largest market yet it was Kazakhstan that grew
the fastest during 2000-2008 (on average by 30% per annum). The rest of the countries
experienced 20% average annual growth, which was still quite a speedy development. It
is worth noting that Belarus and Ukraine are net exporters of services in contrast to Ka-
zakhstan and Russia. The former two countries specialize in oil and gas transit, as we

'®  RCAs are calculated from a simple Balassa’s formula:

RCA =100 * In ((Xci/Mci)/(TotXc/TotMc)),

where Xci resp. Mci are exports (imports) of country ¢ and i denotes SITC 1-digit commaodity group. Tot denotes total
exports/imports. Positive (negative) RCAs denote revealed comparative advantage (disadvantage).

¥ For the detailed description of the dataset see Francois, Pindyuk and Worz (2009).
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will see in more detail later, while the latter are oil and gas exporters and import transit
services.

Figure 2.11
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Figure 2.12
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Figures 2.13-2.20 show the sectoral structures of the four countries’ services exports and
imports. Exports of services of all countries is dominated by transports services, which
accounted for around 50% of total services exports in 2007 — twice higher share than the
average global one. The second biggest sector is travel services, the share of which in
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2007 ranged from around 10% in Belarus and Russia to around 30% in Kazakhstan and
Ukraine. More advanced producer-related services (such as financial services, other
business services, computer and information services) have been exported relatively

little.

Figure 2.13
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Figure 2.15
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Figure 2.14
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Figure 2.16
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Services imports structures of the four countries turn out to be more heterogeneous than
export ones: Belarus and Ukraine import relatively more transport and travel services,
while in Kazakhstan and Russia, other business services account for the highest share in

imports.
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Figure 2.17
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Figure 2.19
Sectoral structure of Ukraine’s
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Figure 2.20
Sectoral structure of Ukraine’s

services exports, % services imports, %

Other business services Other business..

Royalties and license.. Royalties and license..
Computer & Information Computer &..

Financial Financial

Insurance Insurance
Construction Construction

Post & telecom. Post & telecom.

Travel Travel

Transport h
0

20 40

Transport

Source: TSD. Source: TSD.

3. Integration arrangements on the post-Soviet space
3.1 Previous (re-)integration attempts

As highlighted in the previous section, the CIS countries are still relatively well integrated
(arguably even ‘over-integrated’) with each other.?® This is of course a legacy of their
common Soviet past, and also because a large part of the non-restructured manufacturing
sector in these countries is uncompetitive outside the post-Soviet space: Belarus is a case
in point. The dependence of many post-Soviet republics on Russia as the main export
market and the principal energy source (particularly in view of the inefficient energy use in
many of them) are sometimes viewed as factors of risk. This does not mean however that

% gee e.g. Elborgh-Woytek (2003), Havlik (2008).
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intra-regional trade on the post-Soviet space has reached its full potential. On the contrary,
it is argued that deeper intra-regional integration could, for instance, benefit local SMEs
through economies of scale and provide incentives for the modernization of these coun-
tries’ traditional industries (such as the metals industry in Ukraine).?'

At the same time, the attempts at institutional (re-)integration of the CIS countries over the
past two decades have been generally half-hearted and faced numerous setbacks. In
1992, ten CIS countries (except Turkmenistan and Ukraine) signed a free trade agree-
ment. However, the agreement has never been ratified by Russia which was interested in
preserving exemptions to free trade, mostly covering oil and gas.? In 1993, eleven CIS
countries (including Georgia at that time, but excluding Ukraine)?® formally set up a Com-
mon Economic Space. This move was followed by the creation of the International Eco-
nomic Committee in 1994, of the International Currency Committee in 1995, and the
Council on Small Entrepreneurship Promotion in 1997. In total, over 80 CIS-wide integra-
tion agreements have been concluded since the disintegration of the USSR, aimed at fur-
ther promotion of intra-CIS integration, but they largely remained on paper.?*

As a result, the CIS can be hardly called a proper free trade area. In reality, the free trade
regime is being applied to a large number of (mostly manufactured) goods, but there are a
number of ‘exemptions and limitations’ mostly concerning agricultural products, food, and
metals. Protectionist instruments typically applied against these goods in intra-CIS trade
include e.g. anti-dumping duties and quotas. The lack of real integration among the CIS
countries has also been clearly visible in the area of energy trade, with Russia gradually
raising the price of its exported natural gas closer to ‘European’ levels. Even the CIS-wide
visa-free area, which had been agreed upon in the early 1990s, de facto broke apart with
the departure of Turkmenistan and, more recently, Georgia.®

Some regional agreements on the post-Soviet space initiated on a smaller scale proved to
be more successful. The most advanced integration block on the post-Soviet space is the
Russia-Belarus Union State which formally exists since 1999. The respective treaty envis-
aged a high degree of economic integration, including a common economic space and a
monetary union, and set up a range of supra-national institutions such as the Supreme
State Council, the Council of Ministers, and the Union Parliament. Trade regimes between
the two countries have indeed been to large extent harmonized, a common labour market
implemented, and border controls largely abolished, although the planned introduction of
the Russian rouble on the territory of Belarus has been repeatedly delayed.

#' See OECD (2011).

2 gee Tochitskaya (2010).

% Ukraine opted for associate membership instead.

*  See Shumskiy (2003).

% Later however Georgia unilaterally reinstalled visa-free regime for Russians.
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Regional arrangements on the post-Soviet space without Russia’s participation have been
generally less of a success. One example is GUAM, which included Georgia, Ukraine,
Azerbaijan, Moldova and initially Uzbekistan as well, and was conceived to ensure the
energy exports from the Caspian basin to Europe by circumventing the Russian territory.
With pro-Russian forces coming to power in Ukraine in 2010 and Azerbaijan increasingly
eager to cooperate with Russia in the energy sphere, GUAM has meanwhile virtually lost
its relevance. Another example of a regional CIS arrangement without Russia (and Turk-
menistan) was the Central Asian Economic Community, which largely remained on paper
and merged in 2005 with the Eurasian Economic Community — see below.

3.2 Customs Union of Belarus, Russia and Kazakhstan
3.2.1  Historical background

The initial idea of a Customs Union (CU) goes back to January 1995, when four CIS coun-
tries (Russia, Belarus, Kazakhstan and Kyrgyzstan) signed a corresponding agreement
which formally entered into force in December 1997. In October 2000, the CU was joined
by Tajikistan and renamed into Eurasian Economic Community (EurAsEC). Uzbekistan
acceded to EurAsEC in 2006, but suspended its membership two years later. The idea
behind EurAsEC was to set a common external tariff and harmonize non-tariff trade barri-
ers, with the stated ultimate goal being the creation of a single economic space. Kazakh-
stan went even further by proposing to introduce a common currency by 2008. However, in
reality the integration process virtually stalled, and even the participating countries’ trade
policies were far from being conform to the principles of free trade. This was particularly the
case after the Russian financial crisis of 1998, when a dramatic devaluation of the Russian
rouble boosted the country’s competitiveness and urged Kazakhstan to impose a tempo-
rary ban on the imports of food products from Russia.®

In view of these disappointing developments, September 2003 witnessed another attempt
at regional integration via the creation of a Common Economic Space (CES) — this time
encompassing Russia, Belarus, Kazakhstan and Ukraine. The declared principles behind
the CES were the free movement of goods, services, labour and capital; the unification of
technical standards, sanitary and phytosanitary norms; the harmonization of macroeco-
nomic policies; and the uniform regulation of ‘natural monopolies’ (such as energy infra-
structure, railways, and telecommunications), including the equalization of tariffs and the
provision of free access to their services to all member states. Also, the CES agreement
stipulated a coordination of policies related to WTO accession.?” In particular, the CES
member states acceding to the WTO earlier than others committed themselves to promot-

% See UN ECE (2003).

" None of the four countries participating in the CES was a WTO member at that time.
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ing a rapid accession of the remaining countries, as well as to refraining from putting addi-
tional demands on them.

The CES agreement was supplemented by 93 sector agreements. However, Ukraine
agreed to participate in only 40 of them. The country’s interest in the CES project was
largely confined to a free trade area, as Ukraine was eager to preserve access to the vast
Russian market but was reluctant to enter more advanced stages of integration — not least
for political reasons. One reason was that the CES envisaged the establishment of a Sin-
gle Regulatory Body, to which the member states delegated part of their powers and where
the votes of individual countries were weighted according to their economic potential, thus
giving Russia a decisive influence on the CES policies. In turn, Russia was insisting that a
free trade area without a common external tariff (i.e. without a customs union) was unlikely
to work properly, since any differences in the external trade regime can be used as loop-
holes for third countries’ exporters.?®> The adoption by Ukraine of a pro-Western policy
course following the ‘orange revolution’ of 2004-2005 and the country’s subsequent acces-
sion to the WTO in 2008 virtually froze up the country’s involvement in the CES and thus
effectively reduced the number of participating countries to three, i.e. corresponding to the
current CU format.

3.2.2 Institutional structure and stages of implementation

The Customs Union (CU) of Belarus, Russia and Kazakhstan in its present form was con-
ceived in 2007 when the presidents of the three countries adopted a respective Action
Plan. The underlying agreement was signed in 2009 and ratified by the national parlia-
ments during the first half of 2010. In the wake of CU implementation, the participating
countries have largely eliminated the remaining non-tariff barriers in mutual trade, unified
their trade regimes vis-a-vis third countries, and adopted a common Customs Code. Es-
sentially, the CU aimed at reviving an earlier idea dating back to 1995 (see previous sec-
tion) and was conceived within the framework of EurAsEC.? This means that at some
point, the two remaining EurAsEC members — Kyrgyzstan and Tajikistan — are also ex-
pected to join the CU and ultimately the Common Economic Space (see below). The gov-
ernment of Kyrgyzstan took a strategic decision to join the CU in April 2011, with the ac-
cession negotiations reportedly going on. The CU legislation has been evolving since Oc-
tober 2007 when the first four treaties were signed dealing with the founding principles and
the status of the CU, its institutional structure and the procedure of joining EurAsEC. The
bulk of decision-making competencies were assigned to the Commission of the CU, which
in February 2012 was replaced by the Eurasian Economic Commission of the Common
Economic Space — see below.

% This was the case, for instance, with the imports of textiles into the Russia-Belarus Union State from third countries,

when importers of textiles took advantage of the lower import duties in Belarus for their subsequent shipment to Russia.

% See Glazyev and Mansurov (eds) (2011).
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The CU implementation proceeded in several steps. In the first step (January 2010), the
remaining non-tariff barriers in intra-CU trade were largely eliminated.*® Besides, the par-
ticipating countries’ trade policies vis-a-vis third countries were largely unified with the
adoption of a Common External Tariff (CET), which is analysed in detail in the next section.
Starting from September 2011, the revenues from duties levied on imports from third coun-
tries entering the territory of the Customs Union have been divided as follows: 87.97% to
Russia, 7.33% to Kazakhstan and 4.7% to Belarus, with shares being based on the
weights of the respective countries in the overall CU imports in 2007-2008.%" At the same
time, unlike customs duties, other customs-related payments (customs clearance fees,
fees for customs escort and customs storage, etc.) are not re-distributed among the CU
member states and stay with the national budget of the country through which the imported
good is entering the Customs Union.*

At the second stage (July 2010), a common Customs Code of the CU entered into force. It
is based on the international convention on the simplification and harmonization of customs
procedures (the so-called Kyoto convention of the WTO) and sets common rules for
goods’ declaration, customs procedures, the methodology of estimating the customs value,
customs control, and assessment and collection of customs duties. It also envisages uni-
form sanitary, phytosanitary and veterinary measures, and mutual administrative assis-
tance in customs clearance issues.

Customs controls on the internal borders of the CU were abolished in two steps: on the
Russian-Belarusian border in July 2010 and on the Russian-Kazakhstani border in July
2011.%% This means that now there is a free movement of goods on the CU territory irre-
spective of whether they were produced on the CU territory or imported from a third country.

3.2.3 Common External Tariff

As mentioned above, the Common External Tariff (CET) of the CU was adopted in January
2010. It required at least some tariff adjustment from each participating country. However,
in the case of Russia and Belarus, the adjustments were relatively minor. This is because
95% of their tariff lines had been unified already before thanks to the common Union
State.** Still, 25% of tariff positions had to be modified in the case of Belarus (7% of tariffs

% However, the imports of selected meat products into individual CU member states are subject to tariff quotas which are

country-specific and change from year to year.

¥ The actual share of Russia in the CU imports is however higher; in the first half of 2011, it hovered above 90%. Should

this share stay at the same level, this potentially means that the weights of individual countries in the distribution of
customs revenues may be reconsidered (the existing CU agreements leave this option) — see Vedomosti, 22.08.2011,
‘Rossiya mozhet poteryat' 37 milliardov rublei v god na Tamozhennom Soyuze’.

2 This should benefit first and foremost Belarus and Kazakhstan, since many goods imported from third countries and

destined for the Russian market enter via these two countries.

% On the Russian-Belarusian border, there are no passport controls either, although they have been provisionally

retained on the Russian-Kazakhstani border.
% See Tochitskaya (2010).
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were raised and 18% lowered) and 18% in the case of Russia (14% of tariffs were raised
and 4% lowered). Of the three countries, tariff adjustments were the greatest in Kazakh-
stan, where only 38% of tariff lines had been harmonized with Russia before the CET
adoption. Overall, 55% of Kazakhstan’s tariff lines had to be changed, of which 10% were
raised and 45% lowered — see Figure 3.1.

Figure 3.1
Common External Tariff of the BRK Customs Union
@ Invariable W Increase O Decrease
7% 18% 14% 4%
45%
"’a
45%
75% 82%
For Belarus For Kazakhstan For Russia

Increase: Increase: Increase:
P certain meat products P group for means of transport (including P certain meat products
P finished preserved meat products vehicles) P finished preserved meat products
P certain positions for metals > Wood P yeast
P motor cars P refrigerating equipment P certain articles of apparel and clothing

P pharmaceutical preparations accessories

P clectro-mechanical domestic appliances
Decrease: P footwear and the articles of apparel Decrease:
P articles of apparel P exotic fruit concentrates
P carpets Decrease: P infant food
P footwear of leather and textile P several agricultural products P materials for photography
P machinery and mechanical appliances P hides and skins P wool and fabrics
P pharmaceutical substances » optical medical or surgical instruments and | P pharmaceutical substances

appliances P parts of footwear

P electro-mechanical appliances

Source: Glazyev (2010).

On aggregated level, the ensuing changes can be traced from Table 3.1 which presents
effectively applied import tariffs in the three CU member countries and Ukraine (for com-
parison purposes). For Belarus, Russia and Kazakhstan, the import tariffs are provided for
2009 and 2010,% i.e. before and after the CET entered into force. The import tariffs repre-
sent un-weighted averages of individual tariff lines aggregated for 97 product chapters cor-
responding to the Harmonized System (HS) 2-digit level.

Table 3.1 demonstrates that as a result of CET adoption, the average level of protection
declined by about 2 percentage points (p.p.) in Russia and 1.3 p.p. in Belarus, but increased
by around 2.5 p.p. in Kazakhstan. It can be seen that the average levels of protection in the
three CU member countries have substantially converged in the wake of CET adoption and
stood in 2010 at above 6% in all three countries. In Belarus and Russia, the applied tariffs
have also become somewhat more uniform, as can be derived from the small decline in
standard deviations. The opposite is true for Kazakhstan, where the standard deviation in-
creased in the wake of CET adoption. Finally, the highest applied tariff rates fell in both Bel-
arus and Kazakhstan (from 50% and 30%, respectively) to Russia’s level of 25%.

% For Kazakhstan, 2008 and 2010 have been chosen because of the data reasons.
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Table 3.1 also suggests that the external tariff regimes of the CU member countries have
been unified in the wake of CET adoption only partially. The remaining differences are
largely explained by the transitory provisions which envisage a full harmonization of tariffs
not before 2015. This applies first and foremost to Kazakhstan which has secured tempo-
rarily duty-free imports of 409 products, with the transitory periods ranging up to 2015. The
products involved include primarily pharmaceuticals (chapter 30 of the HS classification),
railway carriages and trams (chapter 86), and medical equipment (chapter 90). Besides, in
both Kazakhstan and Belarus some important tariff adjustments — such as tariff hikes for
imported cars — only took place in July 2011, and are therefore not visible in Table 3.1.
Finally, each CU member country has negotiated tariff quotas for a number of (mostly agri-
cultural) products.®

Table 3.1 also demonstrates that in trade-weighted terms, the levels of tariff protection in
all countries are much lower than those measured by taking simple (unweighted) aver-
ages. Thus, in trade-weighted terms, the level of tariff protection stood in 2010 at 3.7% in
Russia, 3.6% in Kazakhstan, and 2.2% in Belarus. One reason is that part of these coun-
tries’ imports which comes from within the CU (but also from other CIS countries, thanks to
the above-mentioned CIS-wide free trade area which applies to many goods) is traded
duty-free. Another — and a more universal — reason is that a high level of import duty im-
posed by the CU member country on a particular product originating outside the CIS ce-
teris paribus discourages the imports of this product, which thus enters the trade-weighted
average with a relatively lower weight. Conversely, a low import duty imposed on a particu-
lar product encourages its imports, so that this product enters the trade-weighted average
with a relatively high weight.

Interestingly, while the trade-weighted averages vastly differ from the simple averages in
terms of levels, their changes resulting from the CET adoption have been largely in line
with the changes of unweighted averages. Thus, similarly to the unweighted averages, the
effective (trade-weighted) level of protection has declined in Russia and (to a lesser extent)
Belarus as a result of CET adoption, but it has increased in Kazakhstan. This suggests that
in Russia and (to a lesser extent) Belarus, the ‘trade creation’ effect of the CU is likely to
dominate ‘trade diversion’. In both countries, tariff barriers with the outside world have been
on average reduced, thus providing more import competition to both domestic products
and imports from other CU countries. On the contrary, in Kazakhstan — where the trade-
weighted rate of protection has gone up — the issue of ‘trade diversion’ is potentially more
of a concern. Such ‘diversion’ might result from the crowding-out of Kazakhstan’s imports
from third countries by imports from Russia and Belarus which may be more costly to pro-
duce and/or technologically inferior — a potential source of inefficiency.

% See Vinhas de Souza (2011).
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Table 3.1
Import tariffs of BRK Customs Union members and Ukraine

aggregated at HS 2-digit level Russia Belarus Kazakhstan Ukraine
unweighted averages of effectively applied rates 2009 2010 2009 2010 2008* 2010 2010
HS Product Name

01 Live animals 2.64 1.89 1.81 1.37  0.00 1.94 3.81
02 Meat and edible meat offal 5.00 3.01 3.00 276 159 0.75 11.14
03 Fish & crustacean, mollusc & other aguatic invert 8.78 6.86 8.75 8.79 3.68 7.94 1.40
04  Dairy prod; birds' eggs; natural honey; edible pr 12.10 10.90 4.99 6.22 7.03 6.56 10.23
05 Products of animal origin, nes or included. 6.73 4.89 573 4.89 3.61 5.69 2.83
06 Live tree & other plant; bulb, root; cut flowers 10.11 6.45 1047 9.85 4.48 10.50 9.21
07 Edible vegetables and certain roots and tubers. 11.22 811 1166 1142 1118 11.18 14.61
08 Edible fruit and nuts; peel of citrus fruit or me 5.08 2.99 550 4.79 3.91 4.02 6.01
09 Coffee, tea, mati and spices. 3.45 2.53 2.81 2.76 3.18 3.14 2.37
10 Cereals 3.58 285 250 238 214 1.97 5.51
11 Prod.mill.indust; malt; starches; inulin; wheat g 8.34 6.93 5.42 5.65 7.35 5.82 15.90
12 Oil seed, oleagi fruits; miscell grain, seed, fru 3.36 2.92 3.72 3.62 3.78 3.37 2.95
13  Lac; gums, resins & other vegetable saps & extrac 4.43 387 449 448 409 461 0.56
14 Vegetable plaiting materials; vegetable products 11.06 768 1154 1125 15.00 13.42 2.00
15 Animallveg fats & oils & their cleavage products; 7.49 6.63 6.39 5.59 6.54 5.83 6.92
16  Prep of meat, fish or crustaceans, molluscs etc 11.73 7.72 8.46 7.08 8.15 9.76 9.72
17 Sugars and sugar confectionery. 6.35 4.54 5.78 5.97 1.84 5.83 15.60
18 Cocoa and cocoa preparations. 6.09 6.73 5.61 8.43 14.02 9.02 6.17
19  Prep.of cereal, flour, starch/milk; pastrycooks' 11.79 7.74 8.07 8.71 1148 8.71 10.15
20 Prep of vegetable, fruit, nuts or other parts of 8.74 5.89 6.78 6.63 8.99 6.29 10.30
21 Miscellaneous edible preparations. 13.45 10.69 1242 12.03 1095 11.94 9.62
22 Beverages, spirits and vinegar. 12.71 8.74 10.11 10.71 3.08 10.12 14.60
23 Residues & waste from the food indust; prepr ani 3.45 3.25 3.01 3.13 0.58 3.85 7.80
24 Tobacco and manufactured tobacco substitutes 5.82 4.18 5.03 5.09 6.86 5.20 15.38
25  Salt; sulphur; earth & ston; plastering mat; lime 4.20 3.72 3.72 3.56 1.69 3.64 4.70
26 Ores, slag and ash. 2.62 1.82 2.08 1.40 2.94 2.20 1.45
27 Mineral fuels, oils & product of their distillati 4.33 3.73 3.77 3.89 3.82 3.66 1.61
28 Inorgn chem; compds of prec mtl, radioact element 4.84 433 409 4.16 3.36 4.26 3.12
29 Organic chemicals. 5.01 422 445 425 3.45 4.14 2.50
30 Pharmaceutical products. 8.99 7.88 8.31 8.25 0.00 0.59 0.00
31 Fertilizers 8.84 866 6.80 7.11 0.00 6.90 4.57
32 Tanning/dyeing extract; tannins & derivs; pigm et 4.45 3.55 5.18 397 469 4.13 2.63
33 Essential oils & resinoids; perf, cosmetic/toilet 12.69 10.06 1225 11.67 412 11.92 6.18
34 Soap, organic surface-active agents, washing prep 11.97 1024 1141 1110 452 11.43 4.68
35 Albuminoidal subs; modified starches; glues; enzy 4.50 3.86 436 439 424 454 4.07
36  Explosives; pyrotechnic prod; matches; pyrop allo 19.10 16.85 13.33 13.33 13.91 14.05 6.50
37 Photographic or cinematographic goods. 11.76 5.66 9.26 5.79 3.35 713 6.02
38 Miscellaneous chemical products. 5.24 455 460 4.57 3.94 454 2.77
39 Plastics and articles thereof. 10.72 8.65 10.99 9.88 6.67 8.45 3.89
40 Rubber and articles thereof. 7.20 519 762 583 6.20 595 3.62
41 Raw hides and skins (other than furskins) and lea 4.53 3.34 3.44 3.48 3.06 2.39 3.53
42 Articles of leather; saddlery/harness; travel goo 10.76 1.06 6.96 3.93 0.00 2.84 12.09
43 Furskins and artificial fur; manufactures thereof 12.76 9.24 9.81 9.40 725 11.12 6.57
44 Wood and articles of wood; wood charcoal. 14.20 11.83 1290 12.91 6.42 12.96 0.00
45 Cork and articles of cork. 4.72 4.30 4.50 4.57 4.17 4.67 4.40
46 Manufactures of straw, esparto/other plaiting mat 16.73 8.45 17.14 13.08 9.00 13.94 5.00
47  Pulp of wood/of other fibrous cellulosic mat; was 13.31 5.87 9.38 4.82 0.00 3.21 0.00
48  Paper & paperboard; art of paper pulp, paper/pape 12.16 10.48 1047 10.79 5.82 9.56 0.00
49  Printed books, newspapers, pictures & other produ 6.34 4.96 5.96 6.43 2.16 5.43 0.00
50 Silk. 4.42 3.51 442  4.01 469 4.06 1.69
51 Wool, fine/coarse animal hair, horsehair yarn & f 13.57 8.92 10.83 8.19 517 5.94 0.21
52 Cotton. 11.58 9.38 10.86 10.65 4.97 8.45 2.18
53 Other vegetable textile fibres; paper yarn & wove 7.83 6.58 7.20 7.71 2.63 6.18 3.65
54  Man-made filaments. 9.82 7.68 9.00 8.25 3.99 7.83 2.96
55 Man-made staple fibres. 8.29 6.73 7.27 7.40 3.66 6.83 0.45

Table 3.1 continued
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Table 3.1 (continued)

aggregated at HS 2-digit level Russia Belarus Kazakhstan Ukraine
unweighted averages of effectively applied rates 2009 2010 2009 2010 2008* 2010 2010
HS Product Name
56 Wadding, felt & nonwoven; yarns; twine, cordage, 7.30 6.59 6.76 6.57 5.09 7.61 3.90
57 Carpets and other textile floor coverings. 0.00 0.00 0.00 0.00 0.00 0.00 7.51
58 Special woven fab; tufted tex fab; lace; tapestri 19.15 1214 17.98 13.67 8.91 1271 6.82
59 Impregnated, coated, cover/laminated textile fabr 497 452 448 443 403 461 4.68
60 Knitted or crocheted fabrics. 9.55 7.63 8.83 8.64 3.84 8.12 7.89
61 Artof apparel & clothing access, knitted or croc 0.27 0.05 0.14 0.22 0.26 0.19 11.49
62 Artof apparel & clothing access, not knitted/cro 3.92 0.00 3.31 0.00 0.00 0.00 11.31
63 Other made up textile articles; sets; worn clothi 12.18 7.36 8.00 9.08 12.71 10.76 9.75
64 Footwear, gaiters and the like; parts of such art 3.76 0.24 2.63 0.65 1.98 0.56 10.00
65 Headgear and parts thereof. 19.14 7.39 1848 9.14 452 9.42 10.00
66 Umbrellas, walking-sticks, seat-sticks, whips, et 19.53 1243 17.22 12.86 8.86 13.44 10.00
67 Prepr feathers & down,; arti flower; articles huma 18.90 6.12 16.47 7.31 9.17 8.80 10.00
68 Art of stone, plaster, cement, asbestos, mica/sim 12.85 11.35 13.04 12.99 8.33 1240 5.72
69 Ceramic products. 16.78 12.81 1548 15.09 8.34 15.14 7.70
70 Glass and glassware. 13.03 10.47 1260 11.51 6.41 11.36 8.26
71 Natural/cultured pearls, prec stones & metals, co 2.92 1.15 . . 479 15.90 5.60
72 lron and steel. 4.24 470 323 414 278 460 0.37
73 Articles of iron or steel. 12.36 10.65 13.28 11.73 716 11.84 3.02
74 Copper and articles thereof. 4.55 424 415 429 4.1 4.32 0.00
75  Nickel and articles thereof. 8.06 7.10 8.15 5.98 4.05 6.85 0.00
76 Aluminium and articles thereof. 12.33 10.17 13.31 10.56 4.36 5.02 0.00
78 Lead and articles thereof. 4.26 368 333 379 354 3.7 0.00
79 Zinc and articles thereof. 4.68 4.10 3.79 4.09 3.87 3.81 0.00
80 Tin and articles thereof. 0.00 0.00 0.00 0.00 3.67 0.00 0.00
81 Other base metals; cermets; articles thereof. 12.09 970 983 928 3.09 8.85 0.01
82 Tool, implement, cutlery, spoon & fork, of base m 8.95 6.61 8.23 720 446 7.48 6.42
83 Miscellaneous articles of base metal. 16.74 11.93 1759 13.29 8.82 13.61 7.63
84 Nuclear reactors, boilers, mchy & mech appliance; 3.22 2.04 3.97 2.34 0.69 2.08 1.88
85 Electrical mchy equip parts thereof; sound record 7.78 5.49 8.71 6.57 1.07 5.37 3.36
86 Railw/tramw locom, rolling-stock & parts thereof; 6.97 553 476 4.68 0.00 517 0.50
87 Vehicles oft railw/tramw roll-stock, pts & access 7.59 5.36 7.66 5.26 0.76 6.06 5.96
88 Aircraft, spacecraft, and parts thereof. . . . . 0.00 5.42 1.67
89  Ships, boats and floating structures. 11.93 9.89 1548 14.90 3.73 11.01 8.96
90 Optical, photo, cine, meas, checking, precision, 4.99 3.75 6.05 444 1.47 2.78 1.98
91 Clocks and watches and parts thereof. 17.38 799 1522 9.62 8.70 8.90 7.78
92 Musical instruments; parts and access of such art 6.60 5.22 6.67 6.12 444 7.28 5.83
93 Arms and ammunition; parts and accessories thereo 20.00 16.67 . . 18.25 . .
94 Furniture; bedding, mattress, matt support, cushi 9.97 6.30 12.06 8.36 11.80 8.37 2.71
95 Toys, games & sports requisites; parts & access t 12.49 937 1141 1045 448 10.89 5.01
96 Miscellaneous manufactured articles. 17.66 11.17 1768 13.04 439 12.89 8.78
97 Works of art, collectors' pieces and antiques. 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Simple average over all products 8.16 6.01 8.03 6.78 3.91 6.48 4.48
Trade-weighted average 592 Y 373 241 224 213 355 ? 2782
Maximum tariff rate 25.00 25.00 50.00 25.00 30.00 25.00 460.80

Notes: * For Kazakhstan, 2008 is taken, since tariff data for 2009 are not available. - 1) Weighted with the trade flows of 2008. -
2) Weighted with the trade flows of 2009.

Source: UNCTAD TRAINS database.

For a wide range of agricultural and food products, the CET prescribes specific — rather
than ad valorem — tariffs. In the case of specific import tariffs, they are imposed not on the
value of the imported product but on its quantity or volume, and are independent of the
product price.®” In addition, for a number of imported products (especially food and tex-

¥ They are therefore regressive in value terms.
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tiles), the tariffs stipulated in the CET are mixed: the set tariff rate is ad valorem, but only
starting from a specified price threshold; below this threshold it is specific. For sugar, the
tariff regime specified by the CET is even more regressive, as the tariff rate (per tonne)
declines with the growing sugar price. There are several considerations behind specific
tariffs. For products with a high price elasticity of demand, they burden over-proportionately
cheap products which are believed to be of inferior quality, and thus supposedly protect
domestic consumers from low-quality imports. In instances of price-inelastic import prod-
ucts (such as sugar), they offset any increase in global prices — at least in relative terms —
and thus benefit domestic consumers as well. Finally, they are also meant to counteract
‘tax-optimizing’ schemes involving under-pricing of imported goods — a highly relevant is-
sue on the post-Soviet space.®®

Tariffs apart, there are a number of other trade instruments applied by the CU. Thus, there
is a list of 103 developing and 49 least developed countries which enjoy tariff preferences
(i.e. import tariffs below the levels set by the CET) for a number of products. The CU is also
applying a range of non-tariff trade measures, including quotas, tariff quotas, foreign trade
licensing, and a total of 10 safeguard and anti-dumping measures. For instance, there is an
export quota on scrap metal from Belarus, and until April 2010 there existed a quota for
sugar imports into Kazakhstan. Tariff quotas are confined to meat imports, while anti-
dumping duties are currently levied on selected metal products (such as steel pipes from
China and Ukraine; screws, bolts, nuts, etc. from Ukraine, or flat-roll stainless steel prod-
ucts from Brazil, China, South Korea and South Africa) and textiles (synthetic filament yarn
originating from Ukraine).

Box 3.1
Belarus-Russia-Kazakhstan Customs Union and the WTO

Generally, WTO rules do not forbid customs unions and other regional trade agreements as long as
they do not entail losses for third countries because of the higher import barriers. Belarus, Russia
and Kazakhstan are currently at very different stages of their WTO accession process. Russia’s
WTO application was finally — after 18 years of negotiations — approved in December 2011, and the
country is expected to become a formal WTO member in autumn 2012 after ratification by the Rus-
sian parliament. In turn, Kazakhstan is still negotiating with the WTO, while Belarus’ WTO accession
is not in sight anytime soon, not least for political reasons.

CU membership may potentially complicate the WTO accession process of the countries involved,
since they are no longer entirely free to decide what regime for imports from third countries they
want to have. One solution which could avoid this problem would be of course simultaneous WTO
accession, with the CU joining the WTO as a block. Back in 2009, the Russian (then) prime-minister
Vladimir Putin announced exactly this. However, his initial announcement has been meanwhile re-
considered, largely because of the risen awareness within the Russian ruling elite that this would
inevitably result in substantial further delays to Russia’s WTO accession.

®  Seee.g. ATF (2010).
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Instead, the current CU legislation foresees that each member country can accede to the WTO in-
dependently. If WTO-related commitments of the acceding country are more liberal (e.g. the agreed
‘bound’ import tariffs are lower) than the CET of the CU, the CET will need to be adjusted to the level
of WTO commitments of the acceding country. This implies that the CET of the CU has a potential to
become more liberal vis-a-vis third countries in the future, once Kazakhstan or Belarus join the
WTO. In case more than one CU member country is acceding to the WTO and there are discrepan-
cies in their WTO accession terms, the acceding countries are required to harmonize them. In this
case, the CET of the CU will have to be brought in line with these harmonized terms.

3.3 Common Economic Space
3.3.1 Institutional structure

In January 2012, the Customs Union of Belarus, Russia and Kazakhstan was further up-
graded to the Common Economic Space (CES). Disregarding the special case of the Rus-
sia-Belarus Union State, the CES represents the most advanced re-integration project on
the post-Soviet space. The underlying idea is that it should offer deep integration between
the participating countries — deeper than e.g. the Deep and Comprehensive Free Trade
Agreements (DCFTAs) initiated by the EU with respect to several CIS countries (Ukraine,
Moldova and the republics of the Southern Caucasus). The CES is supposed to provide
not only free movement of goods, services and capital, but also of labour (which is not
covered by DCFTAs), and ensure common policies in a wide range of policy areas, with
the ultimate goal of setting up the Eurasian Economic Union by 2015.

The administration system of the CES is presented in Figure 3.2. The chief regulatory body
of the CES is the Eurasian Economic Commission (EEC), which is located in Moscow,
started operating in February 2012 and replaced the Commission of the Customs Union,
taking over its powers. The two main decision-making bodies within the EEC are the
Council of the Commission and the Board of the Commission. In addition, the EEC may
have representations in the CES member states, third countries, and international organi-
zations. The Council of the Commission provides general guidance and is composed of
three deputy prime-ministers representing three CES member states.** The main execu-
tive body of the EEC is the Board of the Commission, which is subordinate to the Council
of the Commission and consists of a Chairman (currently Viktor Khristenko of Russia) and
eight members (three from Belarus and Kazakhstan each, and two from Russia), who are
also referred to as ‘ministers’. The assigned areas of responsibility of the eight ministers
are: integration dynamics and macroeconomics; technical regulation; trade; energy and
infrastructure; industry and agriculture; competition; customs cooperation; and economics
and financial policy. Each ‘ministry’ has two or three departments; in addition, there are five
departments which are subordinate directly to the Board Chairman.

% Currently, the members of the Council are Sergei Rumas of Belarus, Kairat Kelimbetov of Kazakhstan, and Igor

Shuvalov of Russia.
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Figure 3.2
The BRK Common Economic Space Administration System
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Source: Eurasian Economic Commission (2012).

The Board of the Commission takes decisions either on a consensus basis or by two-third
majority (depending on the issue), but the Council of the Commission takes decisions by
consensus only. In case consensus cannot be reached, the issue is escalated to a higher
level: the Supreme Eurasian Economic Council. The latter is the highest body of the CES
and is composed of the presidents and prime-ministers of the CES member countries. The
organizational structure of the CES is complemented by the Court of the Eurasian Eco-
nomic Community, which is located in Minsk and deals with any disputes arising between
the CES member countries.

3.3.2 Sector agreements
The CES framework encompasses 17 sector agreements, which were largely finalized by
the end of 2010 and cover the following issues:

1. coordination of macroeconomic policies;

2. harmonization of ‘natural monopolies’ regulations;
3. harmonization of competition policies;
4

unified rules on granting industrial subsidies;
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10.
11.
12.
13.

14.

15.

16.
17.

harmonization of state support to agriculture (including capping its scope at 10%
of agricultural value-added)*’;

harmonization of public procurement rules and the implementation of the principle
of ‘national treatment’ for public procurement by January 2014 at the latest;

provision of mutual access to the markets of services and harmonization of finan-
cial markets regulations (including setting up a supra-national supervisory body to
be located in Kazakhstan);

common protection of intellectual property rights;

harmonization of legislative frameworks ensuring the free movement of capital be-
tween the CES member states;

coordinated principles of currency policy;
creation of a common market for oil and oil products;
agreement on electricity trade, including harmonization of prices and tariffs;

agreement on transportation of natural gas, including harmonization of prices and
tariffs;

agreement on railway transportation, including unification of cargo transportation
tariffs before January 2013;

cooperation in counteracting illegal labour migration from third countries, including
signing readmission agreements with third countries;

the legal status of migrant workers and their family members; and

unified principles and rules of technical regulations.

Although formally the CES started operating in January 2012, some of the above agree-
ments will enter into force only after transitory periods ranging up to 2015. Thus, the
agreement on transportation of natural gas envisages the unification of gas prices by 2015
at the latest. According to the agreement, wholesale gas prices in individual CES member
states should ensure ‘equal profitability’, meaning that no export duty on gas exports within
the CES area will be charged and any price discrepancies between individual member
states will only reflect the differences in transportation costs. In the wake of convergence to
Russia’s level, gas prices are expected to rise in Kazakhstan and to fall in Belarus.*'

40

For Belarus, a six-year transitory period to comply with the latter requirement has been agreed: by 2016, Belarus will

have to reduce its agricultural support to 10% of value-added (from 18% in 2010).

41

In reality however Belarus has already secured a low gas price (USD 160 per thousand cubic metres for 2012) by

selling its gas pipeline network Beltransgaz to Russia’s Gazprom — see e.g. ‘Skidka na integratsiyu’, gazeta.ru,
15 August 2011.
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Box 3.2
Energy prices in Belarus

Of the three CU member countries, only Belarus is a net energy importer and is virtually completely
dependent on supplies from Russia. At the same time, Russia is dependent on Belarus as one of
the two (along with Ukraine) major transportation routes for its energy exports to Europe. The argu-
ments between the two countries over the level of energy prices and transit fees in the past few
years have been recurrent and occasionally led to supply disruptions. A long-term solution with re-
spect to prices and tariffs, such as the one envisaged in the CES documents, could — at least in
theory — create more predictability with respect to the security of supplies and is therefore also in
Europe’s interest.

Until recently, there was a large discrepancy in gas prices between Belarus and Russia — the com-
mon Belarus-Russia Union State non-withstanding. The reason for that is that starting from 2008 the
price charged to Belarus by Gazprom was calculated according to the so-called ‘European’ formula
linking it to the price of oil products with a several-months lag — although for 2008, 2009 and 2010,
Belarus secured temporary discounts of 33%, 20% and 10%, respectively. By 2011, after the dis-
counts had been phased out, the price charged to Belarus increased to USD 250-300 per thousand
cubic metres (th cm) — more than double the Russian domestic price. The unification of gas prices
within the CES scheduled for 2015 should theoretically bring the gas price in Belarus to around
USD 200 per th cm — taking into consideration that the Russian domestic gas price will gradually
increase in line with the government’s efforts to boost energy efficiency.

Qil trade has been historically also a contentious issue in Russian-Belarusian relations. The reason
is that a substantial part of Russian crude oil imported to Belarus on beneficial terms (i.e. net of the
Russian export duty) used to be refined in Belarus and exported to third countries at ‘market’ prices,
thereby providing Belarus with an ‘unfair competitive advantage from Russia’s point of view. The
last compromise reached between the two countries envisaged a tariff quota, whereby Belarus re-
ceived duty-free only some 6 million tons of oil (representing around 30% of its oil imports) intended
for domestic consumption, whereas export duty was fully charged for the remainder. The newly
signed CES agreement has abolished the export duties on Russian crude oil and oil products
shipped to Belarus starting from 2012, thereby benefiting the Belarusian economy and particularly its
petrochemical sector.

Similarly, the agreement on a common market for crude oil and oil products envisages the
harmonization of prices and transportation tariffs. The harmonization of oil prices is to be
achieved via the non-application of quotas and export duties on crude oil and oil products
starting from 2012, and should particularly benefit the economy of Belarus — see Box 3.2.
On the other hand, Kazakhstan is expected to benefit from the unification of pipeline and
railway cargo tariffs (the latter starting from 2013), since this should facilitate the transpor-
tation of Kazakhstan’s exports to third countries across the Russian territory. Also, lower
electricity tariffs should benefit industrial enterprises in the western parts of Kazakhstan
which often face electricity shortages. Apart from price harmonization, the agreements on
oil, gas and railways also provide mutual access to the respective infrastructure of the CES
partner countries.
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The CES aims at creating a common market for services via a number of measures such
as the principle of national treatment for providers of services from other CES member
countries; mutual licence recognition; harmonization of relevant legislation (e.g. on the de-
gree of openness of the banking sector to foreign investors and of prudential regulations);
and joint regulation of trade in services with third countries.*> The agreements on the free
movement of capital and on the coordination of exchange rate policies also foresee the
use of currencies of the CES member countries (realistically, of the Russian rouble) for
mutual trade — as is e.g. already the case with the shipments of Russian natural gas to its
neighbouring countries (including Ukraine). Finally, the CES also envisages a common
labour market, including the rights to stay and work on the territory of each CES member
state, and a further liberalization of citizenship rules for immigrants from other CES mem-
ber countries.*?

Theoretically, the CES agreement also envisages a coordination of macroeconomic poli-
cies. Starting from 2013, the economies of Belarus, Russia and Kazakhstan are to comply
with specified quantitative criteria which highly resemble the ‘Maastricht criteria’ adopted in
the EU. In particular, the CES member states are required to keep their budget deficits
below 3% of GDP and their public debts below 50% of GDP, while consumer price inflation
in any CES member country may not exceed the level observed in the most price-stable
CES member country by more than 5 p.p. The wisdom of these criteria can however be
questioned. In particular, there are good arguments why the Maastricht criteria adopted in
the EU may not be a good guidance for emerging economies such as the CES member
countries — particularly since the latter are not aiming at monetary integration (unlike coun-
tries of the eurozone).** For instance, both economic growth and the level of inflation in the
CES member countries are much higher than in the EU, which means that they can afford
ceteris paribus higher budget deficits than the EU countries.

Leaving aside the issue whether the prescribed macroeconomic criteria make sense, there
are strong doubts whether they can be realistically observed by the CES participating coun-
tries. For instance, in Belarus the consumer price inflation in May 2012 stood at 80% on the
annual basis, whereas in both Russia and Kazakhstan it is in single digits. Because of the
high inflationary expectations and the unravelling price/wage spiral typical in such cases, it

*2 Anecdotal evidence suggests however that in reality, the markets for services in the CES countries are still far from

being unified. For instance, as can be derived from the proceedings of the 4" Vienna Process (Vienna Forum on EU-
Russia Relations) held by ICEUR (International Center for Advanced and Comparative EU-Russia/NIS Research:
www.iceur-vienna.at), the certification standards in construction remain country-specific and represent a serious
obstacle for cross-border trade in construction services.

*  See Glazyev and Mansurov (eds) (2011).

* " In addition, there are serious doubts whether the Maastricht criteria make sense even when applied to the countries of

the eurozone. For instance, the Maastricht legislative framework failed to prevent an excessive accumulation of private
(and in some cases — such as in Greece — even public) debt and numerous asset bubbles, which have eventually
fuelled the recent financial crisis. At the same time, sticking to the budget deficit targets made little sense under
conditions when the governments were taking over sizeable private debt in the wake of banks’ rescue operations.
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is therefore highly questionable whether the Belarusian authorities will succeed in bringing
down the inflation rate to the levels stipulated in the CES agreement in the medium term.

3.4 Role of Ukraine

The Belarus-Russia-Kazakhstan Customs Union (CU) project is potentially relevant for
Ukraine, and its possible membership in the CU has been a subject of heated debates. On
its part, Russia has been trying to lure Ukraine into the CU, inter alia by offering the pros-
pects of cheaper gas — a particularly sensitive issue for Ukraine, given the extremely high
energy intensity of its economy and the high price it is currently paying for the imported Rus-
sian gas. In case Ukraine opts to join the CU, Ukraine — according to Russia’s pledges —
would be able to buy gas from Russia at Russian domestic prices, implying that in the short
run it could save some USD 9 billion per year on its gas import bill.** Russia has also threat-
ened to reconsider its free trade regime with Ukraine if Ukraine opts to stay outside the CU.

However, despite the Russian advances and the arguably more ‘pro-Russian’ foreign pol-
icy course of Ukrainian president Yanukovych, Ukraine has so far declined a full-fledged
CU membership. Instead, it has been advocating the so-called ‘3+1’ formula of cooperation
— meaning that Ukraine is ready to replace its existing bilateral free trade agreements with
the CU members with one new agreement with the block as a whole.*® Apart from tricky
political issues, another important reason for Ukraine’s reluctant position is Ukraine’s WTO-
related commitments: Ukraine has been WTO member since 2008. As a result, its average
tariff level (4.5%) is lower than the CET of the Customs Union (above 6%) — see Table 3.1
above. If Ukraine raises its customs duties for imports from third countries to the CU level,
these countries — most of which are WTO members — would surely demand compensa-
tions.*” Of course, this problem would not arise if the CET of the Customs Union were ad-
justed to Ukraine’s level (rather than the other way around) — but the latter is highly unlikely
to happen due to the asymmetrical bargaining positions. According to the estimates of
Movchan and Giucci (2011), Ukraine’s membership in the CU would entail welfare losses
of up to 4% in the long run. Last but not least, the CU membership is incompatible with
Ukraine’s forthcoming Deep and Comprehensive Free Trade Agreement (DCFTA) with the
EU which is pending signature, since the latter would generally require zero duties on
Ukraine’s imports from the EU.*

*> The ‘carrot’ of lower gas prices offered by Russia should not be over-interpreted. Even if Ukraine’s gas import price is

indeed adjusted to the currently low Russian domestic level, this level is unlikely to be sustained, given that domestic gas
tariffs in Russia are planned to be progressively raised in order to ensure in the medium term ‘netback parity’ between
Russian domestic and export gas prices.

* See Shumylo-Tapiola (2011).

4" See Astrov (2011).

“ The DCFTA agreement between Ukraine and the EU was finally initialled on 19 July 2012. However, EU concerns over

what it views as the selective use of Ukraine’s judicial system to political ends (first and foremost, but not solely, the
‘Tymoshenko case’) have put the signing of the DCFTA agreement into question. Meanwhile, further criminal charges have
been filed against Ms. Tymoshenko, making it highly unlikely that she will be released or any agreements signed with the
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In these circumstances, a full-fledged membership of Ukraine in the CU is only realistic if:
(1) the Common External Tariff of the CU does not exceed Ukraine’s level, and (2) the CU
members — and first of all Russia — advance their own integration with the EU at least to
the stage of a free trade area. Although the prospects for the latter currently look bleak,
EU-Russia integration is a potentially preferred option in the future which, if accompanied
by a parallel EU integration of Ukraine (and potentially other CIS countries), would lay the
foundation for a Pan-European Economic Space.*®

As long as this is not the case, the EU often perceives Ukraine’s integration steps with
Russia as alternative rather than complimentary to EU integration. In this geopolitical ri-
valry, the EU is effectively discouraging any intra-regional integration on the post-Soviet
space involving Russia (and — as mentioned above — there is hardly any integration in this
region without Russia, given its economic size). Incidentally, this is the opposite of EU poli-
cies towards the Southern Mediterranean, where advancing ‘South-South’ integration is
seen as highly instrumental towards bringing these countries closer to the EU single mar-
ket,*® and may ultimately undermine the success of the EU’s own integration efforts.

EU before the forthcoming parliamentary elections in October 2012. Furthermore, recent Ukrainian opinion polls suggest a
shift in public sentiment away from EU integration: it is now less popular than Ukraine’s joining a Customs Union with
Russia.

* This option is recommended e.g. in Havlik (2010) or Glinkina and Kulikova (2007).
% See Gligorov et al. (2012).
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Quantitative estimation of integration effects

4. Trade liberalization of Belarus, Kazakhstan, Russia and Ukraine prior to the
Customs Union formation: a gravity modelling approach

4.1 Model overview

As described in the previous section, the CIS countries, especially the three members of
the CU and Ukraine — a possible future member — have been making numerous attempts
to liberalize mutual trade practically since the disintegration of the USSR. Thus we would
expect that trade barriers between these countries have decreased over time. In order to
assess the effects of changes in trade barriers which occurred in the current and potential
members of the Customs Union, we use a difference-in-difference gravity-based approach
which has already been used in the panel data literature. For example, Frazer and Biese-
broeckm (2007) use difference-in-difference estimation to conduct an analysis of the con-
sequences of the African Growth and Opportunity Act (AGOA) on the imports of African
products to the US. They show that this method allows solving the endogeneity issue.
They differentiate trade flows with respect to the overall increase in imports from a given
country, the overall increase of imports of a given product, and the base level of imports of
AGOA products from the AGOA countries.

Egger and Pfaffermayr (2004) use the difference-in-difference approach to analyse the
impact of European integration on bilateral FDI. Hornok (2009) also uses the difference-in-
difference strategy to estimate the early effects of the 2004 EU enlargement.

We start with the general gravity framework and assume that import values depend on a
mix of importer characteristics, exporter characteristics, and bilateral properties. We in-
clude the time dimension into the model, therefore properties of trade partners can be di-
vided into time-invariant and time-varying. We specify total trade as follows:

M. = Z:BijDCii+ ZﬂiDXiJ“ Z'BJDM1+

jit

ij i j

%/—/ 3 N - %’—/
time-invariant pair-wise effectstime-invariant exporter effectstime-invariant importer effects

Z?’Xit DX + Z?’mthM it t Z¢htxijht + DT, +ey
i i h ——

time trend
time-varying exporter effectstime-varyingimporter effectstime-varying pair-wise effects

(1)

where M i is import from country i to country j in period t. Index h denotes a country-pair.
P, /My, and @, are coefficients of time-varying exporter effects, time-varying importer

effects, and time-varying pair-wise effects, respectively. Time trend is included to capture
all time-specific influences common to all bilateral relations, such as the cycle effects.
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Time-varying pair-wise effects reflect the changes in trade conditions which cannot be at-
tributed to constant characteristics of individual countries or country-pairs (such as com-
mon language, common border, geographic size, distance between countries, etc.), to
unilateral changes of countries characteristics (such as GDP, population, etc.), or to the
common time trend. We can interpret the coefficient of time-varying pair-wise effects ¢, as

primarily an effect of regulatory change which affects bilateral costs of trade.

To obtain the estimates of ¢,,, we need to transform our model by demeaning equation (1)

with respect to time, exporter and importer averages. First, we take an average of M
across time for country pairs. This yields py;;. We then take the difference of Mj; from this
average. This yields @17j;.

V’lm = Mijt —Hj =
Z Xi DXit(?’Xit -/ k)Z?’Xiijr ij DM jt(ﬂnjt -/ k)z7mjk) 2)
k k
time-varying exporter effects time-varying importer effects
+ Z¢h(xijht - @/ k)z Xijhijijht + BL - @/ k)z DT, +e&; — (1/k)zeijk
h k k k

time trend

time-varying pair-wise effects

Next we take an exporter average: the average of w17;; across importers for each exporter
in each period. This yields u;. We then take the difference of w17;; from this average. This
yields @2;. Note that at this stage, we have removed the average time difference, since for
each observation in each period it is equal to the average effect for the period.

w2 =yl —py =

2.DM ,—{(Mﬂ,—t —(1/k)27m,-kJ— @/ Y)Z(Mn,—t ~ (k)Y My D

time-varying importer effects

+ Z¢h ((X ijht — ) k)z Xiink j -1/ Y)Z(x iyht — @/ k)z Xighk D ©)

h

time-varying pair-wise effects
+ (eijt -/ k)zeijk j -/ y)Z(eiyt -/ k)zeiykj
k y k

At this point, we have eliminated both time-invariant pair-wise effects and time-varying ex-
porter effects. Next we take an importer average: the average of w2;;across exporters for
each importer in each period. This yields ;. We then take the difference of w2;; from this
average. This yields @3;:.
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Terms A and B can be calculated directly for our right-hand side variables. It involves the
original variable and its difference from the pair-wise mean over time, how this differs from
the same value for other partners i with the same exporter j. This is term A in the expres-
sion above. The second term B is the average of A for importer j across all exporters.

4.2 Setting up an estimating equation

Before proceeding with the estimation, we construct our explanatory variables, which will
account for pair-wise time-varying effects. We are interested to see whether Belarus, Ka-
zakhstan, Russia and Ukraine experienced a decline in mutual trade barriers already be-
fore the formation of the Customs Union as compared to their trade with the rest of the
world. Therefore we introduce the following regional pair-wise dummies: cu-cu (trade be-
tween 4 current and potential customs union members), cu-third (exports of the 4 countries
to the rest of the world), and third-cu (imports of the 4 countries from the rest of the world).

Next, in order to capture the time-varying aspect of the trade integration, we interact the
regional dummies with the time trend.

We correct the selection bias in the presence of frequent zero flows using the Heckman
selection model approach, which requires a two-stage estimation (Martin and Pharm,
2008). In the first stage we run a probit regression, estimating the probability of a zero flow
based on a number of variables (5):

Pr Ob(zijt=0) = F(Nindexij, distij, contigij, comlang _offij, imp_totalijt, exp_totalijt, (5)

tariﬁijt,Tcu _ CUijjt, Tcu _thirdijt, Tthird _ CUijjt )
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Nindex is an overlapping trade partner index for each country pair — a count of the number
of trading partners they have in common; dist denotes the distance between countries;
contig stands for the common border dummy; comlang_off for official common language;
imp_total and exp_total are total volumes of, respectively, imports and exports between
two countries; tariff denotes bilateral tariffs (weighted average MFN; used only in the mer-
chandise trade case); T stand for the time-region variables.

The outcome of the regression we are interested in is the inverse Mills ratio — the ratio of
the probability density function to the cumulative distribution function of the distribution.

To proceed with our main regression, we transform the logarithm of imports by demeaning
it with respect to time, exporter and importer. We similarly demean the time-region vari-
ables, tariff variable and inverse Mills ratio, which will serve as our exogenous variables.
We estimate a pair-wise time trend relative to general baseline for intra-regional trade simi-
lar to Francois and Wérz (2009), who do a polynomial approximation of pair-wise trends in
trade volumes/costs. We have to use a linear approximation of pair-wise time-region trends
due to the limited data coverage.

The equation we estimate is the following:

D3InV;, = 3 *XTleu _cuy + [3 *XTleu_thirdy + /3 = XTlthird _cuy, +

(6)

V. * tariff,, + W, XTinvmills, + uy,

jt
D3InV,; is a demeaned logarithm of imports from i to j, while XTi are demeaned time-

region dummies and inverse Mills ratio. The coefficients of cu-third and third-cu variables
will let us detect possible trade creation/diversion effects.

We use UN Comtrade data on merchandise trade and our own data set on trade in ser-
vices TSD compiled from the OECD, Eurostat, UN, and IMF data.>' We also use the CEPII
data set, which contains the data on distance between countries, common border, and
common language for country pairs.

Regressions are estimated using a generalized linear model with clustered errors. After
estimation, based on the obtained coefficients, we can calculate the per cent change in
bilateral trade relative to the global baseline for each type of trading partners’ pair.

Regressions are run for each sector separately, as it makes little sense to talk about a ser-
vices or manufacturing sector in general — different types of services and products play
different roles in the economy, have different market structures, and rely on different
modes of supply to foreign markets (Montalieu and Rabaud, 2010).

" See Section 2.3 above and Francois, Pindyuk and Wérz (2009) on the data set construction.
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We estimate (6) for the period 1999-2009 and for the following merchandise trade sectors
in the ISIC classification: Crude petroleum and natural gas (11), Food and beverages (15),
Textiles (17), Apparel (18), Wood (20), Paper (21), Coke, refined petroleum, nuclear fuel
(23), Chemicals (24), Metals (27), Metal products (28), Office machinery (30), Electrical
machinery (31), Radio, TV, communication equipment (32), Medical, precision, optical in-
struments (33), Motor vehicles (34), Other transport equipment (35), and Furniture (36).
Unfortunately, the bilateral data on tariffs have very bad time coverage for the CU coun-
tries, therefore we cannot include fariff variable into the estimation, and tariff changes ef-
fects will be absorbed in the coefficients of XT1* variables. Thus, changes of bilateral trade
relative to the global baseline are explained not only by varying non-tariff barriers to trade,
but also by tariffs modifications.

For services trade we run regressions for the following sectors: total trade (200), transport
(205), travel (236), other commercial services (982), post and telecommunications (245),
construction (249), insurance (253), financial services (260), computer and information
services (262), and other business services (268).

4.3 Estimation results

The results of the estimations are presented in Tables 4.1-4.4.

In total, statistically significant coefficients of trade partners’ pairs variables have been ob-
tained for 12 manufacturing sectors out of 17. In the case of coke, refined petroleum and
nuclear fuel, electrical machinery, motor vehicles, and furniture, the coefficients of cu-cu
have negative signs, meaning that trade between the 4 countries in these sectors was on
average increasing slower than it would be predicted based on the global baseline — most
likely due to increasing bilateral barriers to trade. Only in the food and paper sectors the
coefficients of cu-cu have a positive sign.

In contrast, the bilateral barriers to imports from third countries appear to have been de-
creasing in many sectors: crude petroleum and natural gas, food, coke, refined petroleum,
and nuclear fuel, electrical machinery, and furniture. In turn, the 4 countries got relatively
better access to the markets of third countries for apparel, wood, metal products, electrical
machinery, medical, precision, optical instruments, and furniture.

Thus, liberalization of merchandise trade during 1999-2009 took place in trade of the
4 countries with the rest of the world, but not in the mutual trade, which was rather subject
to increasing trade barriers. It is important to note that our results show just the total aver-
age changes over the 11-year span, so it might be possible that in the recent years liberali-
zation attempts in the cu countries were more efficient. Still, on average the liberalization
measures appear not to have brought positive results in most of the sectors.
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Table 4.1

ISIC

XT1cu_cu

XT1cu_third

XT1third_cu

XTinvmills

Constant

ISIC

XT1cu_cu

XT1cu_third

XT1third_cu

XTinvmills

Constant

11

Crude petroleum
and natural gas

-0.00781
-0.0501

0.00888
-0.0123

0.118**
-0.0382

1.197
-1.453

0.00445
-0.00767

28

Metal products

-0.00537
-0.0149

0.00142**
-0.000428

0.000338
-0.000773

-0.0599
-0.0666

-9.87E-06

Office

15

Food and
beverages

0.00151**
0.00074

0.000813
-0.00125

0.00151**
-0.000699

0.0197
-0.0259

0.000515
-0.000653

30

machinery

-0.038
-0.0321

6.20E-05
-0.000642

0.00169
-0.00153

0.187
-0.17

-0.000353

Robust standard errors below coefficients’ estimates
*** p<0.01, ** p<0.05, * p<0.1

17

Textiles

-0.028
-0.022

0.000366
-0.000544

0.00143
-0.000974

-0.00246
-0.0317

-0.000321
-0.000897

31

Electrical
machinery

-0.0293*
-0.0153

0.00213***
-0.000806

0.00160"
-0.000819

-0.135**
-0.0621

-0.000323

18

Apparel

0.0153
-0.0211

0.00127*
-0.000672

-0.00049
-0.000702

0.0149
-0.0742

0.000227
-0.000535

32

Radio, TV,
communication
equipment

0.00181***
-0.000355

0.000562
-0.000944

0.0587
-0.0963

0.000412

41

20

Wood

0.00808
-0.00814

0.00262*
-0.00156

-4.37E-05
-0.000384

0.150*
-0.0826

0.000321
-0.000941

33

Medical, preci-
sion, optical
instruments

-0.0207
-0.0141

0.000517
-0.000561

0.000828
-0.000673

0.0119
-0.075

0.000838

Results of estimation of equation (6) for merchandise trade

21

Paper

0.0229*
-0.0103

0.000484
-0.00111

-0.00103***
-0.000355

-0.0769*
-0.0426

1.56E-06
-0.00152

34

Motor vehicles

-0.0273***
-0.00997

-0.000789
-0.000805

0.00138**
-0.000561

-0.0313
-0.12

-0.000453

23

Coke, refined
petroleum,
nuclear fuel

-0.0725"**
-0.0202

0.00195
-0.00158

0.00613***
-0.00176

-0.0837
-0.0975

0.0007
-0.0015

35

Other transport
equipment

-0.00518
-0.0149

0.00103
-0.0012

0.000375
-0.000935

1.022%*
-0.301

-0.000917

24

Chemicals

0.0188
-0.0143

-5.44E-05
-0.000961

-0.000933
-0.000655

0.618
-0.991

-0.00104
-0.00115

36

Furniture

-0.0136**
-0.00632

0.00111**
-0.000548

0.000655***
-0.000251

0.208
-0.264

0.000913

27

Metals

-0.0262
-0.0243

0.000399
-0.000575

0.00165
-0.0015

-0.169
-0.317

0.0004
-0.000989



Table 4.2

ISIC

log change
cu-cu
cu-third
third-cu

percent change
cu-cu
cu-third
third-cu

ISIC

log change
cu-cu
cu-third
third-cu

percent change
cu-cu
cu-third
third-cu

11

Crude petroleum
and natural gas

-0.09
0.10
1.30**

-8.23%
10.26%
266.20%

28

Metal products

-0.06
0.02**
0.00

-5.74%
1.57%
0.37%

% <0.01, ** p<0.05, * p<0.1

Change in bilateral merchandise trade in 1999-2009 relative to global baseline

15

Food and
beverages

0.02
0.01
0.02**

1.67%
0.90%
1.67%

30

Office machinery

-0.42
0.00
0.02

-34.16%
0.07%
1.88%

17

Textiles

-0.31
0.00
0.02

-26.51%
0.40%
1.59%

31

Electrical
machinery

-0.32*
0.02***
0.02*

-27.55%
2.37%
1.78%

18

Apparel

0.17
0.01*
-0.01

18.33%
1.41%
-0.54%

32

Radio, TV,
communication
equipment

0.00
0.02***
0.01

0.04%
2.01%
0.62%

42

20

Wood

0.09
0.03*
0.00

9.29%
2.92%
-0.05%

33

Medical, preci-
sion, optical
instruments

-0.23
0.01
0.01

-20.36%
0.57%
0.91%

21

Paper

0.25*
0.01
-0.01***

28.65%
0.53%
-1.13%

34

Motor vehicles

-0.30"*
-0.01
0.02**

-25.94%
-0.86%
1.53%

23

Coke, refined
petroleum,
nuclear fuel

-0.80™**
0.02
0.07**

-54.95%
2.17%
6.98%

35

Other transport
equipment

-0.06
0.01
0.00

-5.54%
1.14%
0.41%

24

Chemicals

0.21
0.00
-0.01

22.97%
-0.06%
-1.02%

36

Furniture

-0.15™*
0.01**
0-01 *kk

-13.89%
1.23%
0.72%

27

Metals

-0.29
0.00
0.02

-25.04%
0.44%
1.83%



Table 4.3

BOPS

XT1cu_cu

XT1cu_third

XT1third_cu

XTinvmills

Constant

Observations

200
Total

-0.00286*
-0.0015

0.00246***
-0.000406

0.000132**
-5.74E-05

-0.145***
-0.0292

0.00123**
-0.000391

36,337

205
Transport

0.00545***
-0.00116

0.00332***
-0.00106

-6.26E-05
-3.93E-05

-0.0716
-0.192

0.00133***
-0.000475

19,128

Robust standard errors below coefficients’ estimates

% p<0.01, ** p<0.05, *

Table 4.4

BOPS

log change
cu-cu
cu-third
third-cu

percent change
cu-cu
cu-third
third-cu

**% 50,01, ** p<0.05, *

p<0.1

200
Total

-0.031*
0.027***
0.001**

-3.10%
2.74%
0.15%

p<0.1

Results of estimation of equation (6) for services trade

236
Travel

5.92E-05
-0.00178

-0.000679
-0.000628

1.19E-05
-3.80E-05

-0.434***
-0.0866

0.000187
-0.000416

17,533

245
Communications

0.000756
-0.00312

0.00763***
-0.00111

0.000161*
-9.07E-05

0.0478
-0.155

0.00209***
-0.000621

11,571

249
Construction

0.0158**
-0.00652

0.00603
-0.00614

-0.000158
-0.000121

-0.133*
-0.0756

0.00159
-0.00158

8,410

253
Insurance

0.00808
-0.00884

0.0134**
-0.00157

9.25E-05
-0.000395

0.126
-0.349

0.00330***
-0.00107

9,535

260
Financial

0.0116**
-0.00503

0.000294
-0.000533

-0.252
-0.498

0.0021
-0.00131

10,126

Change in bilateral services trade in 1999-2009 relative to global baseline

205
Transport

0.060***
0.037***
-0.001

6.18%
3.72%
-0.07%

236
Travel

0.001
-0.007
0.000

0.07%
-0.74%
0.01%

245
Communications

0.008

0.084***
0.002

0.84%

8.76%

0.18%

249
Construction

0.174***
0.066
-0.002

18.98%

6.86%
-0.17%

43

253
Insurance

0.089

0.147**
0.001

9.29%

15.88%

0.10%

260
Financial

0.000
0.128**
0.003

0.00%
13.61%
0.32%

262
Computer

0.00417***
-0.000952

-9.07E-05
-0.000244

-1.341**
-0.323

0.00212***
-0.000292

10,691

262
Computer

0.000
0.046***
-0.001

0.00%
4.69%
-0.10%

268
Other business

0.00456
-0.00419

0.000876*
-0.000428

-7.63E-05
-0.000116

-0.927***
-0.234

0.000917***
-0.000255

18,111

268
Other business

0.050
0.010*
-0.001

5.14%
0.97%
-0.08%



In the case of services trade, the situation was rather similar to the one in merchandise
trade. Trade between cu countries increased faster than it would be predicted based on
the global baseline only in transport and construction sectors, pointing to a likely decrease
of the trade barriers in these sectors. On average, though, there was a slight increase in
barriers to mutual trade.

On the other hand, the 4 countries seem to have liberalized access of third countries to
most of their services markets — transport, communications, insurance, financial services,
and other business services. There appears to have been no symmetrical response on the
side of third countries: conditions of exports from cu countries to the rest of the world re-
mained mostly unchanged.

5. Modelling the consequences of the Belarus-Russia-Kazakhstan Customs
Union and the FTA between Ukraine and the EU (CGE-modelling)

5.1 Theory of regional trade arrangements

There has been an ongoing debate on the efficiency of regional trade agreements (RTAs)
as compared with multilateral liberalization. WTO rules allow RTAs provided the latter re-
duce trade barriers for members of an RTA without raising them in trade with the outside
world. Non-members should not find trade with the group any more restrictive than before
the group was set up. In other words, regional integration should complement the multilat-
eral trading system and not threaten it.

The Kemp-Wan theorem prescribes a set of conditions that ensure that a customs union is
Pareto-improving for the world. According to the theorem, for any proposed customs union,
there exists a set of common external tariffs that would leave the new trading block’s trade
with third countries unchanged, and thus would increase world welfare. This theorem is
often considered to be of little practical value, since countries signing regional trade
agreements usually do not lower their tariffs vis-a-vis non-RTA countries (Cernat et al.,
2007). However, it can become relevant in the case of Doha negotiations, when envisaged
tariff cuts can compensate for welfare losses caused by proliferating regional trade agree-
ments and indirectly make RTAs Kemp-Wan-compatible.

Modern theory developments increase the scope of factors influencing the formation of
RTAs. Yildiz (2010) analyses FDI as an important incentive behind the creation of customs
unions. He shows that customs unions, by eliminating tariffs among members, increase
incentives of non-member countries’ firms to penetrate into the expanding market via FDI.

Facchini and Testa (2008) show that the creation of a common market is always welfare
enhancing provided there is free factor mobility at the world level. In general, RTAs are a
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second-best solution, implying the existence of winners and losers. In a common market,
the bigger the demand of one country for factors supplied by its partner, the more likely are
gains of factors moving between members. Factors that do not relocate are more likely to
see their returns decrease. As a result, in a democracy setup, welfare-enhancing bilateral
liberalization might well be not politically feasible. Ex-ante transfers between future com-
mon market members to reduce their asymmetries, or ex-post, transfers from winners to
losers can be used to make the formation of common markets more plausible.

Another dimension of RTA theory is political economy. Grossman and Helpman (1995)
show that welfare-reducing free trade areas are politically viable in economic settings
where pressure groups are important determinants of the formation of free trade areas.
They show that a government might endorse an FTA agreement in two types of situations:
when the FTA would generate substantial welfare gains for the average voter and ad-
versely affected interest groups fail to coordinate their efforts to counteract; or when the
agreement would create profit gains for actual or potential exporters in excess of the losses
that would be suffered by import-competing industries, plus the political cost of any welfare
harm that might be inflicted on the average voter. If some industries can be excluded from
an FTA, the prospects for an agreement improve. Each government would wish to exclude
those sectors whose inclusion would impose on it the greatest political costs.

Krishna (1998) shows that when trade policy is determined by lobbying of interest groups,
then trade-diverting preferential arrangements are more likely to be supported politically;
and such preferential arrangements could critically change domestic incentives so multilat-
eral liberalization that is initially politically feasible could be rendered infeasible by a prefer-
ential arrangement. The larger the trade diversion resulting from the preferential arrange-
ment, the more likely this will be the case.

In their later work, Grossman and Helpman (2005) develop a model where they show that,
as ex ante objectives of national party leaders differ from the ex post objectives of elected
legislators, there is a protectionist bias to democratic politics (protection implies policies
that favour quasi-fixed factors of production, this can be either the protection of import-
competing industries, or export subsidies). When trade policy is chosen by the majority
delegation and legislators in the minority have limited means to influence choices, the par-
ties announce trade policies that favour specific factors and the expected tariff or export
subsidy is positive.

Sulamaa and Widgren (2004) point to the importance of heterogeneity of productivity levels
in FTA members for their welfare gains. In their study of EU and Russia integration carried
out within the Global Trade Analysis Project (GTAP — see Annex lll), they find that an in-
crease in Russia’s productivity is crucial for the country to benefit from free trade with the
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EU. An increase in productivity can be reached via improvements of institutions’ quality
and/or increased FDI inflows.

5.2 Economic consequences of the Belarus-Russia-Kazakhstan Customs Union:
initial assessments

The so far available estimates of the economic effects of the Belarus-Russia-Kazakhstan
Customs Union (Common Economic Space) differ by a wide margin. According to Dyner
(2010), it may boost the participating countries’ GDPs by about 15% up until 2015, after the
transitory provisions have been phased out. Belarus and Kazakhstan, which are situated
on the outskirts of the CU and transit a large number of goods from third countries into
Russia, should benefit from the expansion of logistics centres related to the CU customs
clearance. Although 88% of revenues from customs duties imposed on imports from third
countries will be transferred to the Russian budget (see Section 3.2.2 above), this does not
apply to other customs-related payments (such as customs clearance fees, fees for cus-
toms escort and customs storage) which will stay with the national budgets. Glazyev and
Mansurov (2011) come to similar conclusions: according to their estimates, the implemen-
tation of the CU and the CES should boost the participating countries’ GDPs by at least 5%
over the next five years and by around 15% over the next ten years.*?

In contrast, Vinhas de Souza (2011) has found that the CU is a welfare-reducing arrange-
ment. To assess the economic impact of the CU in quantitative terms, he applied a GTAP
computable general equilibrium (CGE) model using 15 sectors of goods and services (ag-
gregated from 57 sectors available from the GTAP database) and 10 countries/regions
which are the most relevant trade partners for the CU member countries. Overall, three
scenarios have been modelled, depending on the degree of harmonization of the crucial
energy sector. For all scenarios modelled, the invariable conclusion is that the CU is a
GDP-reducing arrangement, first of all in the case of Belarus, whose GDP may decline by
up to 6% as a result of the CU formation. One limitation of the model, however, is that it is
based on trade-weighted (and thus country-specific) tariffs available from the GTAP data-
base, which in addition do not fully correspond to the CET tariff lines.

The World Bank (2012) came up with estimates of the Customs Union effects for Kazakh-
stan using a small, open economy computable general equilibrium model (CGE) of Ka-
zakhstan’s economy. The authors found that the implementation of the common external
tariff of the customs union is a cost to Kazakhstan equivalent to a welfare loss of about
0.3%. The cost, however, could potentially be overcome, and the customs union could
produce a net benefit, provided it results in trade facilitation and reductions in NTBs. It will
require a serious commitment from the authorities in all member countries to improve the

%2 See Glazyev and Mansurov (eds) (2011).
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relevant institutions, which in some member countries and sectors are plagued by rent
seeking. In comparison, WTO accession of Kazakhstan is estimated to bring a real income
increase of 6.7% (Jensen and Tarr, 2008) — these gains are between four and five times
larger than the most optimistic projections for the customs union.

Movchan and Giucci (2011) did a study on the consequences of Ukraine’s integration into
the CU as compared with an FTA with the EU. The authors use their own CGE model of the
Ukrainian economy. A scenario of Ukraine signing a Deep and Comprehensive FTA
(DCFTA) with the EU implies mutual elimination of import tariffs and 2.5% reduction in bor-
der dead-weight costs of exports to the EU and imports from the EU; a CU scenario means
that Ukraine brings its import tariffs in line with the CU ones. According to the obtained esti-
mates, Ukraine will experience net losses from entering the CU both in the short and long
run> (welfare decreases by 0.5% and 3.7% respectively). Signing a DCFTA with the EU
would bring Ukraine net gains in welfare by 4.3% in the short run and 11.8% in the long run.

The Institute of Economics and Forecasting of the National Academy of Sciences of
Ukraine (2011) has also made assessments of changes in Ukraine’s exports after the
country joins the DCFTA with the EU or the Customs Union. The authors have calculated
changes in exports using assumptions on import tariff elasticities of trade (general equilib-
rium or third-country effects were not taken into consideration). They find that in the case of
the DCFTA with the EU, Ukraine will increase its exports to the EU by 5% per annum; if
Ukraine joins the Customs Union, its exports to Russia are expected to increase by 1-5%.

The effects of the CU for Belarus have been analysed by Tochitskaya (2010) who estimated
the likely changes to imports from non-CU countries on the basis of trade-weighted import
tariffs (at 2-digit HS level) before and after CET adoption and using import demand elastic-
ities taken from Kee, Nicita and Olarreaga (2004).>* She found that the main effect would
derive from the upward adjustment of customs duties on second-hand cars imported from
third countries to Russia’s (effectively prohibitive) level. Her findings suggest that as a result
of the dramatic hike in import tariffs on second-hand cars (by 500 p.p.), their imports — which
totalled some USD 1 billion (or 8% of total imports of Belarus from third countries) — would
virtually stall.>® This would result in the Belarusian state budget losing up to 22% of its reve-
nues which are obtained from customs duties on second-hand cars.

The idea behind imposing this prohibitive tariff level has been to strengthen the competitive
position of Russia-based carmakers also in the Belarusian market. Subsequent develop-
ments have confirmed that this prediction turned out to be only partially accurate. While the

% Long run is defined by allowing capital stock adjustment to the new equilibrium.

% See Kee, Nicita and Olarreaga (2004).

% Generally, the import tariffs on motor vehicles were hiked dramatically in Belarus: by 20 p.p. on new passenger

vehicles, by 500 p.p. on second-hand passenger vehicles, and by 15-20 p.p. on trucks.
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imports of second-hand cars to Belarus from third countries indeed ceased after July 2011
(when the import tariffs were effectively hiked), the previous months witnessed a remark-
able surge of these imports, as people were trying to take advantage of the still liberal im-
port regime. This surge in imports of second-hand cars has contributed — along with other
factors such as the overly expansive policy mix in response to the global crisis — to the
widening external imbalances and the resulting balance-of-payments crisis in Belarus.

Tochitskaya (2010) also found a similar effect of declining imports from third countries (al-
beit on a much smaller scale) due to the higher import duties for trucks and buses (chap-
ter 87), which should particularly benefit the Russia-based assembling plants of e.g. Volvo,
Daimler and Setra. Among other products whose imports from non-CU member are ex-
pected to decline are notably sugar (17), meat (02), and aluminium (76). In turn, the im-
ports of so-called ‘investment goods’ — such as machinery and equipment (chapters 84,
85, 90) — from non-CU members should increase thanks to lower import duties, and con-
tribute to the modernization of the Belarusian economy. In Kazakhstan, where import du-
ties for many investment goods have increased and those on food products have declined,
the effect of the CU is expected to be largely the opposite to the one in Belarus.*®

5.3 Model overview

In order to model possible effects of the Customs Union creation and also of the free trade
agreement (FTA) between Ukraine and the EU, we employ a multi-region computable
general equilibrium (CGE) model based on an extended version of the Francois, van Meijl
and van Tongeren (2005) model.”” The most important aspects of the model can be sum-
marized as follows:

¢ |t covers global world trade and production.

¢ It allows for scale economies and imperfect competition.

¢ ltincludes intermediate linkages between sectors.

¢ It allows for trade to impact on capital stocks through investment effects.

¢ It allows for short-run and long-run adjustment in labour markets.

In the model there is a single representative composite household in each region, with ex-
penditures allocated over personal consumption and savings. The composite household
owns endowments of the factors of production and receives income by selling these fac-
tors to firms. It also receives income from tariff revenue and rents accruing from im-
port/export quota licences. Part of the income is distributed as subsidy payments to some
sectors, primarily in agriculture.

% See ATF Bank (2010).

" For a more technical description of the model, see Appendix IIl.
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Taxes are included at several levels. Production taxes are placed on intermediate or pri-
mary inputs, or on output. Tariffs are levied at the border. Additional internal taxes are
placed on domestic or imported intermediate inputs, and may be applied at differential
rates that discriminate against imports. Where relevant, taxes are also placed on exports,
and on primary factor income. Finally, where relevant (as indicated by social accounting
data), taxes are placed on final consumption, and can be applied differentially to consump-
tion of domestic and imported goods.

On the production side, in all sectors firms employ domestic production factors (capital,
labour and land) and intermediate inputs from domestic and foreign sources to produce
outputs in the most cost-efficient way that technology allows. Perfect competition is as-
sumed in the agricultural sectors (but the processed food products sector is characterized
by increasing returns to scale). In these sectors, products from different regions are as-
sumed to be imperfect substitutes.

Short-run (SR) effects differ from the long-run (LR) ones in the following way: The former
report only static effects, while in the long run prospective savings (and capital accumula-
tion) become endogenous, which yields induced dynamic gains in addition to the purely
static ones (see Francois and McDonald, 1996). Besides, in the long run we let capital
move globally.

The model runs on the GTAP database, version 8. This database provides the data for the
empirical implementation of the model and it is currently the best and most up-to-date
source of internally consistent data on production, consumption and international trade by
country and sector.’® The database for the model is benchmarked for 2007.

The GTAP data on protection incorporate the MacMaps data set, which includes a set of
ad valorem equivalents (AVESs) of border protection across the world. The source informa-
tion concerns various instruments, such as specific tariffs, mixed tariffs and quotas, which
cannot be directly compared or summed. In order to be of use in a CGE model, these have
been converted into an AVE per sector, per country and per trading partner.*

For the purpose of this study, we aggregated the GTAP database into 19 sectors. The sector
structure is shown in Table 5.1. The GTAP agricultural and food processing sectors are clas-
sified according to the Central Product Classification (CPC). The other GTAP sectors are
defined by reference to the International Standard Industry Classification (ISIC rev. 3 as de-
fined by the United Nations Statistic Division). Services and utility classifications predate the
GATS and are based on IMF balance of payments statistics (BOP) and UN definitions.

8 For more information, please refer to Dimaran and McDougall (2006).

% The MacMaps database is the result of a joint effort by the International Trade Center (governed by UNCTAD and

WTO) and CEPII.
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We work with the following regional aggregation of the data (see Table 5.2).

Table 5.1

Sector

Agriculture, forestry, fish
Coal

Oil

Gas

Other minerals
Petrochemicals
Processed food

Textiles and clothing
Chemicals and plastics
Other light manufacturing
Metals

Motor vehicles

Other machinery
Utilities

Construction

Trade

Transport
Communications
Financial services
Insurance

Other business services
Recreational and consumer services
Other Services

Total

Source: GTAP.

Model Sectoring Scheme

Acronym used

1 aff
2 col
3ol
4 gas
5 min
6 pcc
7 prf
8 txc
9crp
10 Imf
11 met
12 mvh
13 omc
14 uti
15 cns
16 dis
17 tsp
18 com
19 fin
20 ins
21 bus
22 ros
23 pub

Share in the global exports, %

2.5
0.3
3.9
0.7
1.5
2.0
4.7
4.2
12.8
10.3
9.1
8.9
251
0.4
0.4
1.7
3.4
0.5
0.9
0.7
4.1
0.9
1.2
100.0

Table 5.2

Acronym used

Regional Aggregation Scheme

Old EU Members 1E15
New EU Members 2 E12
Russia 3 RUS
Kazakhstan 4 KAZ
Belarus 5BLR
Ukraine 6 UKR
Rest of the CIS 7 FSU
China 8 CHN
South-East Asia 9 EAS
South Asia 10 SAS
USA 11 USA
Canada 12 CAN
Turkey 13 TUR
Rest of World 14 ROW

Total

Source: GTAP.

Share in the global GDP

28.3
2.1
2.3
0.2
0.1
0.3
0.3
6.3
13.2
2.7
25.2
2.6
1.2
15.3
100.0

Share in the global exports

35.9
3.9
1.9
0.2
0.2
0.4
0.4
9.0

17.3
1.6
9.6
2.8
0.9

15.9

100.0
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5.4 Simulation scenarios

Table 5.3 provides an overview of the changes in import tariffs which occurred in the Cus-
toms Union members and which would need to occur in Ukraine provided it becomes a
member of the Customs Union. The tariff rates were calculated in the GTAP classification
(we took trade-weighted averages of trade-weighted data reported in 2-digit GTAP classifi-
cation in UN TRAINS). The table shows that in Belarus and Russia tariffs fell in most of the
sectors (apart from petrochemicals in Belarus and Russia, and other minerals in Russia).
In Kazakhstan, by contrast, trade-weighted import tariffs increased in all sectors apart from
other minerals and processed foods. The highest increase in tariffs occurred in motor vehi-
cles and other machinery (such a high increase is explained by the next to zero initial val-
ues of tariffs). Ukraine, if it opts for joining the Customs Union, will also have to increase
import tariffs in all the sectors, with the exception of processed foods and motor vehicles
which currently are relatively more protected as compared with the Customs Union.

Table 5.3
Import tariffs before and after the Customs Union creation
Belarus Kazakhstan Russia Ukraine
Change to Change to Change to Change required to
CU tariffs 2008, % CU tariffs 2008, % | CU tariffs 2008, % 2010 match CU tariffs,%
1 Agriculture, forests, fisheries 5.5 -8.9 4.9 6.2 6.5 -4.2 2.7 111.5
5 Other minerals 5.0 -1.4 2.2 -53.5 34 34 1.5 117.5
6 Petrochemicals 5.0 0.0 5.0 8.5 4.9 54 2.7 83.1
7 Processed foods 10.5 -5.0 13.5 -2.6 10.1 211 11.5 -12.1
8 Textiles and clothing 9.8 -7.9 10.1 48.8 10.9 -11.6 6.3 53.1
9 Chemicals rubber plastics 8.1 -9.0 6.0 221 8.6 -5.9 2.4 252.9
10 Light manufacturing 10.3 -14.5 11.9 443 8.1 -17.2 3.3 193.1
11 Metals 7.3 -10.8 12.4 87.5 8.8 0.7 1.7 378.3
12 Motor vehicles 6.5 -14.8 5.2 450.0 2.8 -54.0 7.3 -61.3
13 Other machinery 3.8 -32.4 3.6 2311 3.8 -13.8 2.0 81.8

Note: trade-weighted averages of trade weighted data reported in 2 digits GTAP classification.

Source: UN TRAINS, authors’ calculations.

Based on the import tariff changes, we formulate the following scenarios for our simula-
tions (see Table 5.4). Each scenario is estimated both in the short and long run, in the lat-
ter case we account for endogenous capital accumulation.

We did not model changes in non-tariff barriers, which would require estimation of the cur-
rent NTBs levels and their possible changes under the different regional integration scenar-
ios. It is likely that inclusion of NTBs into the analysis would significantly strengthen the
effects of the integration initiatives on the four economies. We would expect the effects of
the NTBs decrease being the strongest for Ukraine if it implements the Deep and Compre-
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hensive Free Trade Agreement (DCFTA)® with the EU, while in the CU adjusting the legis-
lations to standardize trade procedures is likely to be protracted and less efficient.

Table 5.4

Scenario

Creation of Customs Union,
Ukraine joins neither CU,
nor FTA with EU (CU)

Simulation scenarios

Short-run

Members of the CU harmonize
their external import tariff struc-
tures —CU-short

2 Creation of Customs Union, Scenario 1 + Ukraine harmonizes
Ukraine joins CU (CU+) external import tariff structures with
the CU — CU+-short
3 Creation of Customs Union, Scenario 1 + Ukraine implements

Ukraine implements FTA with EU

FTA with the EU:

Long-run

Endogenous capital accumulation

and does not join CU . allowed (scenarios - *-long)

(CU-FTA)

Zero EU import tariffs for
Ukraine’s industrial goods (but
not in agriculture)

e Increase in quotas for agricul-
tural and metals exports from
Ukraine to the EU by 50%

e Zero Ukraine’s import tariffs on

imports from the EU — CU-FTA-

short

5.5 Estimation results

The results of modelling are presented in Table 5.5. According to our estimates, Kazakh-
stan experiences net output losses (negative GDP changes of up to 2.6%) under all the
scenarios, losses being smaller if Ukraine joins the CU — obviously due to the market size
increase. Belarus appears to benefit the most in all the scenarios, with the GDP increase
being the highest if Ukraine joins the CU. Sitill, the benefits appear to be relatively small — at
most around 1% of GDP in the long run. The effects of the CU on Russia are similar to the
Belarusian case, with possible benefits being even smaller — at most 0.6% of GDP. It is
worth noting that the results for Russia practically do not depend on Ukraine’s trade inte-
gration decisions.

Ukraine is better off being outside the CU: if the country does not enter any of the two
RTAs, its GDP is practically not affected. However, in case of entering the CU the country
experiences a negative change of GDP — up to 0.9% in the long run. Signing the FTA with
the EU, in contrast, yields significant benefits to the country — at a level of up to 6.3% of
GDP in the long run.

% Unlike a simple free trade agreement, a ‘deep and comprehensive’ free trade agreement goes beyond the mere

elimination of import tariffs and includes the harmonization of a wide range of trade-related policies, such as technical,
sanitary and phytosanitary standards, competition policy, public procurement, etc. At the same time, a number of EU
norms and standards represent in fact non-tariff barriers as well (Eurochambres, 2011).
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The main results are in line with the findings of the World Bank (2012) estimating the wel-
fare loss for Kazakhstan, and also with the findings of Movchan and Giucci (2011) who find
that Ukraine experiences a net loss from joining the CU and net gains from the DCFTA

with the EU.

Table 5.5

Real GDP change, %

Simulation results

CU-short CU-long CU+-short CU+-long CU-FTA-short CU-FTA-long
BLR 0.10 0.65 0.06 0.96 0.11 0.61
KAZ -0.97 -2.55 -0.87 -2.21 -0.97 -2.60
RUS 0.03 0.62 0.04 0.61 0.02 0.53
UKR -0.01 -0.03 -0.28 -0.61 0.28 6.32
Real exports change, %

CU-short CU-long CU+-short CU+-long CU-FTA-short CU-FTA-long
BLR 0.80 0.05 1.93 0.87 0.72 0.01
KAZ -3.32 1.16 -1.73 1.59 -3.28 1.27
RUS 1.36 -0.29 1.38 -0.11 1.19 -0.17
UKR -0.30 -0.65 -5.00 0.88 7.20 -6.52
Real imports change, %

CU-short CU-long CU+-short CU+-long CU-FTA-short CU-FTA-long
BLR 0.61 0.85 1.51 2.15 0.46 0.60
KAZ -2.97 -11.41 -1.75 -7.94 -2.91 -11.66
RUS 1.36 3.54 1.34 3.54 1.18 2.73
UKR -0.39 -0.20 -2.11 -4.75 5.36 18.95
Real change in income of skilled labour, %

CU-short CU-long CU+-short CU+-long CU-FTA-short CU-FTA-long
BLR 0.01 0.33 0.31 0.91 -0.11 0.12
KAZ -0.49 -3.48 -0.40 -2.73 -0.48 -3.58
RUS 0.00 0.88 0.02 0.87 -0.02 0.68
UKR -0.09 0.00 -0.06 -1.77 0.51 9.07
Real change in income of unskilled labour, %

CU-short CU-long CU+-short CU+-long CU-FTA-short CU-FTA-long
BLR -0.02 -0.01 0.28 0.36 -0.14 -0.15
KAZ -0.38 -2.57 -0.29 -2.05 -0.38 -2.64
RUS 0.04 0.58 0.07 0.59 0.01 0.47
UKR -0.09 -0.07 0.02 -0.56 1.21 6.68
Change in capital, %

CU-short CU-long CU+-short CU+-long CU-FTA-short CU-FTA-long
BLR 0.16 0.53 0.24 0.89 0.19 0.56
KAZ -1.40 -6.15 -1.31 -4.96 -1.40 -6.30
RUS 0.16 1.38 0.15 1.33 0.15 1.12
UKR -0.11 0.04 0.88 -2.11 1.93 16.75

* Short refers to the short-run, long to the long-run.

Source: Authors’ estimations.

Russia and Belarus receive a boost to their exports due to the CU — but only in the short
run, while in the long run there are positive changes in exports only in the case of Belarus
under the CU+ scenario. Kazakhstan, on the other hand, can increase its exports in the
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long run after the initial drop, most of the increase coming from agriculture and services
sectors. Ukraine experiences a 5% exports fall in the short run after joining the CU, but in
the long run the trend changes and there is a slight positive change in exports — primarily
on the back of food, other machinery and utilities sectors. Being a part of the FTA with the
EU causes strong growth of exports in the short run (more than 7%), but in the long run
there is a 6.5% drop in exports. It appears that the country benefits from the FTA through
the channel of capital inflow and develops more the domestic market potential rather than
exports.

Kazakhstan decreases imports in all the scenarios, apparently because of the higher im-
port tariffs after joining the CU. The decline in imports is particularly strong in the long run.
The biggest import drop takes place in other machinery, light manufacturing, textiles, and
metals (in the latter sector imports drop only if Ukraine does not join the CU — obviously
due to the insufficient supply of metals by Belarus and Russia).

Ukraine also decreases its imports if it joins the CU, in particular in light manufacturing and
agricultural produce. But if the country signs the FTA with the EU, there is strong growth of
imports in practically all the sectors, including services, especially in the long run.

Both skilled and unskilled labour in Russia would experience positive changes in real in-
comes under all the scenarios. In Belarus, in contrast, skilled labour benefits in all scenar-
ios, while unskilled labour increases its real income only if Ukraine joins the CU. Kazakh-
stani labour has real losses of income in all scenarios, with the skilled labour being hit rela-
tively harder. Ukraine’s labour experiences long-run income losses if the country joins the
CU; in case of the FTA with the EU, high real income growth takes place in the long run,
especially for the skilled labour. With regard to capital accumulation, the main estimation
results suggest that Kazakhstan suffers a decrease in its capital stock. Ukraine increases
its capital stock dramatically if it signs an FTA with the EU.

Tables 5.6-5.9 show the changes in the production structures of the four countries that
occur under the three scenarios. Belarus and Russia do not experience much of restructur-
ing after joining the CU: Belarus somewhat increases its output of processed food and
other machinery and decreases output of textiles and clothing, and motor vehicles. Simi-
larly, Russia also decreases its output of textiles and clothing and motor vehicles, while
there is a small boost to its processed food and construction sectors.

Kazakhstan has to deal with much larger changes in the production structure: there is a

noticeable upsurge in the output of the country’s other machinery, textiles and clothing, and
motor vehicles, which comes at the cost of the economy becoming less services-intensive.
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Ukraine undergoes quite different production structure changes under the CU and FTA
scenarios. In the former case, the country increases its output of light manufacturing and
other machinery, and decreases output of textiles and clothing, and all the services. In con-
trast, in case of the FTA, the services sectors and textiles and clothing show positive dy-
namics, while light manufacturing and other machinery suffer a setback. The motor vehi-
cles sector experiences an output drop in both scenarios — apparently pointing to low com-
petitiveness of the sector in Ukraine.
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Table 5.6
Real changes in output of Belarus by sectors, %

CU1-short CU1-long CU+ -short CU+-long  CU-FTA-short  CU-FTA-long
agric, forests, fisheries 0.18 0.50 -0.24 0.16 0.26 -1.43
Coal 0.07 0.07 -0.01 0.09 0.20 -2.84
Qil 0.04 0.00 0.02 0.02 0.12 -0.50
Gas 0.09 0.10 0.19 0.26 0.18 -0.97
other minerals 0.05 -0.34 0.40 0.12 0.29 -0.13
Petrochemicals 0.16 0.01 0.25 0.32 0.53 0.41
processed foods 0.59 1.06 -0.23 0.21 0.69 2.75
textiles and clothing -1.77 -2.42 -0.78 -1.67 -1.71 -3.87
chemicals rubber plastics 0.01 -0.65 1.12 0.37 0.21 -0.58
light manufacturing -0.73 -0.72 -0.73 -0.93 -0.64 -1.03
Metals 0.48 0.11 1.31 0.76 1.14 0.99
motor vehicles -0.68 -0.93 -1.69 -1.98 -1.58 -5.66
other machinery 1.26 0.29 2.49 0.82 1.06 213
Utilities 0.08 0.44 -0.15 0.35 0.24 0.21
Construction 0.14 0.51 0.20 0.84 0.17 -0.33
distribution services -0.12 0.58 -0.09 1.15 -0.17 -0.44
Transport 0.1 0.32 0.09 0.56 0.24 0.03
Communications 0.01 0.83 -0.10 1.32 -0.03 -0.46
Finance -0.10 0.07 -0.08 0.22 -0.16 -0.51
Insurance -0.11 -0.11 -0.06 -0.04 -0.18 -0.51
business and ict services 0.23 -0.11 0.09 -0.16 0.59 -0.67
recreational, consumer services 0.02 0.22 0.01 0.36 -0.11 -0.76
public and other services -0.01 1.27 -0.25 1.90 -0.06 -0.60
Source: Authors’ estimations.
Table 5.7

Real changes in output of Kazakhstan by sectors, %

CU1-short CU1-long CU+ -short CU+-long  CU-FTA-short  CU-FTA-long
agric, forests, fisheries -1.27 -2.80 -1.14 -2.33 -1.26 -2.83
Coal -0.56 0.27 -0.35 0.29 -0.47 0.52
Qil -0.28 0.39 -0.12 0.33 -0.27 0.40
Gas -0.33 0.44 -0.13 0.47 -0.28 0.46
other minerals -0.67 243 -0.47 1.62 -0.63 2.65
petrochemicals -1.20 -1.35 -0.98 -1.22 -1.14 -1.25
processed foods -2.18 -4.43 -3.11 -5.01 -2.18 -4.32
textiles and clothing 9.14 11.44 9.90 11.27 9.08 11.32
chemicals rubber plastics -2.71 2.04 -1.39 1.85 -2.79 1.98
light manufacturing 0.53 3.43 0.66 2.53 0.43 3.52
Metals -0.21 4.91 -0.23 3.31 -0.21 5.14
motor vehicles 10.91 9.64 11.27 10.18 10.83 9.44
other machinery 27.27 34.08 25.50 30.00 27.07 34.04
Utilities 0.25 -1.47 0.42 -1.11 0.23 -1.57
construction -1.18 -5.59 -1.06 -4.48 -1.17 -5.72
distribution services -0.81 -8.57 -0.82 -6.77 -0.80 -8.78
transport -0.80 -3.20 -0.76 -2.70 -0.80 -3.24
communications -0.67 -4.32 -0.61 -3.50 -0.66 -4.41
Finance -0.53 -4.27 -0.50 -3.49 -0.52 -4.35
insurance -0.58 -5.79 -0.49 -4.59 -0.57 -5.93
business and ict services -0.64 -1.70 -0.43 -1.44 -0.63 -1.72
recreational, consumer services -0.68 -6.73 -0.67 -5.31 -0.67 -6.89
public and other services -0.27 -7.46 -0.30 -5.93 -0.27 -7.64

Source: Authors’ estimations.
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Table 5.8
Real changes in exports of Russia by sectors, %

CU1-short CU1-long CU+ -short CU+-long  CU-FTA-short  CU-FTA-long
agric, forests, fisheries 0.32 0.38 0.26 0.32 0.34 0.41
Coal 0.06 -0.14 0.04 -0.11 0.12 0.01
Qil 0.01 -0.05 0.00 -0.04 0.05 -0.04
Gas -0.03 -0.04 0.00 0.05 0.03 -0.02
other minerals -0.06 -0.74 0.05 -0.61 0.11 -0.34
petrochemicals -0.02 0.13 0.08 0.22 0.00 0.12
processed foods 2.38 2.75 2.02 2.33 2.40 2.90
textiles and clothing -4.12 -4.97 -3.93 -4.65 -4.14 -5.02
chemicals rubber plastics -0.48 -1.50 0.31 -0.67 -0.58 -1.39
light manufacturing -2.08 -2.56 -1.63 -2.18 -2.14 -2.27
metals 0.34 -0.79 0.58 -0.60 0.50 -0.13
motor vehicles -1.95 -2.73 -3.79 -4.41 -3.59 -4.16
other machinery 0.17 -1.09 0.04 -1.11 0.02 -1.02
utilities -0.03 0.33 0.00 0.33 -0.03 0.27
construction 0.12 1.25 0.11 1.20 0.11 1.01
distribution services 0.03 1.08 0.02 1.04 0.02 0.87
transport 0.03 0.68 0.03 0.66 0.04 0.55
communications 0.00 0.92 -0.02 0.88 0.01 0.73
finance -0.02 0.72 -0.04 0.67 -0.03 0.57
insurance -0.03 0.95 -0.04 0.91 0.00 0.74
business and ict services -0.01 0.99 -0.03 0.94 -0.01 0.77
recreational, consumer services -0.04 1.23 -0.04 1.19 -0.03 0.95
public and other services -0.07 1.42 -0.08 1.36 -0.06 1.13
Source: Authors’ estimations.
Table 5.9

Real changes in exports of Ukraine by sectors, %

CU1-short CU1-long CU+ -short CU+-long  CU-FTA-short  CU-FTA-long
agric, forests, fisheries 0.09 0.06 0.29 0.42 0.56 1.32
Coal 0.13 0.02 -0.73 0.15 0.19 -1.99
Qil 0.10 0.02 -0.86 0.01 0.02 -1.80
Gas 0.07 0.03 -0.90 0.08 0.00 -1.91
other minerals 0.14 -0.12 -1.30 1.05 2.34 -1.41
petrochemicals 0.12 -0.03 -0.87 0.66 0.90 0.01
processed foods 0.10 0.08 0.85 1.80 -1.81 -2.01
textiles and clothing 0.14 -0.33 -4.17 -1.08 23.22 14.56
chemicals rubber plastics 0.42 -0.06 -0.79 3.87 -0.14 -10.55
light manufacturing -0.27 -0.32 6.75 10.04 -2.92 -8.58
metals 0.19 -0.33 -3.12 3.16 8.20 -3.76
motor vehicles -2.89 -2.98 -20.03 -16.62 -17.34 -22.53
other machinery -0.91 -1.05 2.61 8.47 0.69 -9.87
utilities 0.06 -0.06 -0.29 0.79 1.05 2.52
construction -0.08 0.05 0.58 -2.31 1.33 16.20
distribution services -0.04 0.03 0.10 -1.73 0.04 11.83
transport 0.16 0.00 -1.32 -0.35 0.13 1.56
communications 0.00 0.05 -0.10 -1.86 -0.24 10.81
finance -0.03 -0.03 -0.20 -1.03 -0.02 8.98
insurance 0.12 -0.02 -1.35 -0.98 -0.12 5.84
business and ict services 0.04 0.02 -0.49 -1.53 0.00 9.87
recreational, consumer services 0.10 0.11 -0.88 -2.72 -0.52 11.61
public and other services 0.00 0.12 0.1 -2.90 -0.68 16.08

Source: Authors’ estimations.
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Conclusions

The republics of the former Soviet Union (FSU) provide a unique opportunity to examine
the impact of alternative economic integration agreements. Even more than twenty years
after the collapse of the Soviet Union there still remain significant — albeit diminishing and
varying in individual cases — economic, trade and cultural linkages among the FSU repub-
lics. At the same time, there is a substantial variation in the institutional arrangements gov-
erning trade between FSU republics, both across the region and over time.

The Belarus-Russia-Kazakhstan Customs Union (BRK-CU) has been in preparation for
several years (the respective agreement was signed in 2007) but it was de facto launched
in January 2010. The BRK-CU accounts for more than 85% of the CIS’ GDP and exports,
for 78% of imports and 60% of population. A functioning BRK Customs Union would com-
prise the bulk of the FSU economy and represent a significant step towards an attempted
re-integration of the FSU — the more so if Ukraine were also to join. Generally, integration
attempts on the post-Soviet space have been complicated by the remarkable diversity in
the economic performance and economic structures of the countries concerned, the domi-
nance of Russia being an important factor as well. The processes of de-industrialization,
de-agrarization and structural shifts towards services in Belarus, Russia, Kazakhstan and
Ukraine have been broadly similar to those observed earlier in other transition countries.
Within industry, Belarus and Ukraine have the highest shares of manufacturing whereas
Russia and especially Kazakhstan have a large extraction sector. Within manufacturing,
the biggest sector is food and beverages (in Belarus) and basic metals (Ukraine, Kazakh-
stan and Russia) respectively. From the perspective of their diverse industrial specializa-
tion, a joint import tariff structure of the Customs Union should affect the individual member
countries differently.

Trade disintegration has been one of the consequences of the collapse of the Soviet Un-
ion. Various integration attempts notwithstanding, further trade disintegration could not be
averted and the shares of mutual (intra-CIS) trade have markedly declined in the past two
decades. Simultaneously with the process of regional disintegration there has been a
process of integration of post-Soviet states in the global economy. Our difference-in-
difference gravity-based estimation results indicate that during the period 1999-2009 liber-
alization took place primarily in the trade of Belarus, Russia, Kazakhstan and Ukraine with
third countries, whereas in their mutual trade barriers in many manufacturing and services
sectors actually increased.

There are still important structural differences in intra-CIS compared to extra-CIS trade of
these countries, especially regarding exports. These differences have important implica-
tions for growth and development patterns in the countries concerned. The existing spe-
cialization patterns and comparative advantages may — apart from purely political consid-
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erations — provide some economic rationale for closer trade integration. Besides, trade
exchanges within the CIS, especially imports, still remain rather important — in particular for
the smaller countries such as Belarus but also Kazakhstan. For Russia, the CIS shares in
both exports and imports are rather low (about 15%), they are now close to the results of
earlier gravity model estimates. Russia’s interest in CIS integration (Customs Union,
EurAsEC, etc.) is probably more political than economic.

Mutual trade exchanges (intra-BRK-CU plus Ukraine) have been rather heterogeneous
and the analysis is plagued by serious data problems. In Belarus and Ukraine, intra-
regional exports have recovered slightly faster than total exports since the 2008/2009 cri-
sis. Russian and Kazakh exports to their regional partners suffered particularly strongly
during the recent crisis, suggesting temporary regional trade disintegration. The preliminary
data for 2011 suggest a robust recovery of intra-regional trade. Belarus and Ukraine have
a fairly diversified commodity export structure whereas Russian and Kazakh exports are
strongly concentrated on mineral fuels and metals. There is an important structural and
regional dichotomy in the commodity trade composition — mostly with respect to Belarus
and Ukraine. With the important exception of Russia, the intra-CIS trade structure is more
‘advanced, still reflecting the inherited links from the Soviet period and limited progress in
restructuring. There is a considerable differentiation in trade specialization both across
individual countries and in revealed comparative advantage (RCA) patterns in their bilateral
and total trade. Positive RCAs in mineral fuels (Russia and Kazakhstan) are mirrored by
negative RCA values (= comparative disadvantage) in their trade with most other commod-
ity groups. Ukraine has positive RCAs in most commodity groups (except mineral fuels) in
trade with both BRK-CU partners and the world.

The BRK-CU largely eliminated the remaining non-tariff barriers in mutual trade and, upon
the adoption of a Common External Tariff (CET), unified the participating countries’ trade
policies vis-a-vis third countries (although Kazakhstan has secured duty-free imports of
409 products up until 2015). The current CET set-up is in line with Russia’s WTO commit-
ments; however, should Kazakhstan or Belarus accede to the WTO in the future on more
liberal terms, the CET will need to be adjusted accordingly. The BRK-CU has also imple-
mented a common Customs Code which set common rules for goods’ declaration, cus-
toms procedures, the methodology of estimating the customs value, customs control, and
assessment and collection of customs duties. In January 2012, the BRK-CU was further
upgraded to the Common Economic Space (CES) which is supposed not only to provide
free movement of goods, services, capital and labour, but also to ensure common policies
in a wide range of policy areas, with the ultimate goal of setting up the Eurasian Economic
Union by 2015. The CES framework encompasses 17 sector agreements covering a coor-
dination of macroeconomic, competition and public procurement policies, joint regulation of
‘natural monopolies’, harmonization of subsidies to industry and agriculture, and unification
of technical regulations. Probably most importantly, the CES agreements also envisage
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unification of energy (oil and, ultimately, gas) prices (arguably the main ‘carrot’ for Belarus’
participation in the project) and transportation tariffs across member countries (the latter is
particularly in the interest of Kazakhstan). Both Belarus and Kazakhstan may also benefit
from the relocation of customs clearance services to the external borders of BRK-CU.

The adoption of the CET required at least some tariff adjustment from each participating
country, with the adjustments being the greatest in the case of Kazakhstan. As a result of
CET adoption, the average (un-weighted) level of protection declined by about 2 p.p. in
Russia and 1.3 p.p. in Belarus, but increased by around 2.5 p.p. in Kazakhstan. The
changes in trade-weighted import tariffs have been broadly similar. This suggests that in
Russia and (to a lesser extent) Belarus, the ‘trade creation’ effect of the BRK-CU formation
is likely to dominate the ‘trade diversion’ effect. In both countries, tariff barriers with the
outside world have been on average reduced, thus providing more import competition to
both domestic products and imports from other BRK-CU countries. In contrast, in Kazakh-
stan — where the level of protection has gone up — the issue of ‘trade diversion’ is poten-
tially more of a concern. Such ‘diversion’ might result from the crowding-out of Kazakh-
stan’s imports from third countries by imports from Russia and Belarus, which may be
more costly or technologically inferior — a potential source of inefficiency.

The BRK-CU is potentially relevant for Ukraine, and this country’s possible membership
has recently been a subject of heated debates. However, despite Russian advances and
the arguably ‘pro-Russian’ foreign policy course of Ukrainian president Yanukovych,
Ukraine has so far declined a full-fledged BRK-CU membership. Apart from tricky political
issues, an important reason for Ukraine’s reluctant position is its WTO-related commit-
ments: its import tariffs (4.5% on un-weighted average basis) are lower than the CET of the
BRK-CU (above 6%). If Ukraine raises its customs duties for imports from third countries to
the BRK-CU level, these countries — most of which are WTO members — would surely de-
mand compensations. Besides, membership in the BRK-CU is incompatible with Ukraine’s
forthcoming DCFTA with the EU.

Available estimates of the economic effects of the Belarus-Russia-Kazakhstan Customs
Union differ by a wide margin: it may boost the participating countries’ GDPs by about 15%
up until 2015. Other authors argue that the BRK-CU is a welfare-reducing arrangement.
Our CGE-modelling estimates suggest that BRK-CU membership appears to bring net
GDP and welfare losses to Kazakhstan. By contrast, Belarus and Russia benefit from the
BRK-CU in terms of GDP and labour income growth. However, these benefits prove rela-
tively small, given that the economies of these two countries were already highly integrated
prior to the BRK-CU formation. Our estimates also suggest that joining the BRK-CU might
potentially bring net GDP losses to Ukraine. There also seems to be little (economic) justi-
fication for Russia prompting Ukraine to join the BRK-CU. Ukraine, on the other hand, is
likely to have a significant increase in GDP and real labour income after implementing the
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DCFTA with the EU. The benefits are expected to accumulate in the long run — they come
with a significant restructuring of the economy, with the country’s economy becoming more
services-oriented. This becomes possible owing to a strong capital inflow to the country
and growth in domestic consumption.

61



References

Akhmedov, A., E. Bessonova, I. Cherkashin, I. Denisova and E. Grishina (2005), ‘Adjustment Costs of Trade
Liberalization: Estimations for the Russian Labor Market’, CEFIR Working Paper, 86.

Akhmedov, A., E. Bessonova, I. Cherkashin, |. Denisova, E. Grishina and D. Nekipelov (2003), ‘WTO Accession
and the Labour Market: Estimations for Russia’, CEFIR Working Paper, 40.

Alekseev, A., N. Tourdyeva and K. Yudaeva (2003), ‘Estimation of the Russia’s trade policy options with the
help of the Computable General Equilibrium Model’, CEFIR Working Paper, 42.

Anderson, J. E. and E. van Wincoop (2003), ‘Gravity with Gravitas: A Solution to the Border Puzzle’, The Ameri-
can Economic Review, Vol. 93, No. 1, March, pp. 170-192.

Astrov, V. (2004), ‘The Common Economic Space agreement: origins and prospects’, wiiw Monthly Report,
No. 1, pp. 8-14.

Astrov, V. (2011), ‘The EU and Russia: both important for Ukraine’, wiiw Monthly Report, No. 7, pp. 8-9.

Astrov, V. and P. Havlik (2005), ‘The Enlarged European Union and Its Eastern Neighbourhood'. In: K. Liuhto
and Z. Vincze (eds), Wider Europe, Esa Print Oy, pp. 169-195 (published also in Journal of East-West Business,
Vol. 11, No. 1/2, pp. 13-44).

Astrov, V. and P. Havlik (2007), ‘Ukraine, Belarus and Moldova: Economic Developments and Integration Pros-
pects’. In: D. Hamilton and G. Mangott (eds), The New Eastern Europe: Ukraine, Belarus & Moldova, Center for
Transatlantic Relations, Johns Hopkins University, Washington DC, pp. 127-147.

ATF Bank (2010), ‘Customs Union: no big inflation shock, but efforts needed to offset impact on non-resources
sectors’, April.

Aturupane, C., S. Djankov and B. Hoekman (1997), ‘Determinants of Intra-Industry Trade between East and
West Europe’, Policy Research Working Paper No. 1850, IBRD, Washington DC.

Aturupane, C., S. Djankov and B. Hoekman (1999), ‘Horizontal and Vertical Intra-industry Trade between East-
ern Europe and the Europan Union’, Weltwirtschaftliches Archiv, Vol. 135, No. 1, March, pp. 62-81.

Baier, S. L. and J. H. Bergstrand (2002), ‘On the Endogeneity of International Trade Flows and Free Trade
Agreements’, Working Paper, University of Notre Dame, March.

Baier, S. L. and J. H. Bergstrand (2007), ‘Do free trade agreements actually increase members' international
trade?’, Journal of International Economics, Vol. 71, pp. 72-95.

Baier, S. L., J. H. Bergstrand, P. Egger and P. A. McLaughlin (2008), ‘Do Economic Integration Agreements
Actually Work? Issues in Understanding the Causes and Consequences of the Growth of Regionalism’, The
World Economy, Vol. 31, No. 4, pp. 461-497.

Baier, S. L., J. H. Bergstrand and E. Vidal (2007), ‘Free Trade Agreements in the Americas: Are the Trade Ef-
fects Larger than Anticipated?’, The World Economy, Vol. 30, No. 9, pp. 1347-1377.

Berden, K. G., J. Francois, S. Tamminen, M. Thelle and P. Wymenga (2009), ‘Non-Tariff Measures in EU-US
Trade and Investment — An Economic Analysis’, Report commissioned by the European Communities,
ECORYS Nederland BV.

Blue Ribbon Analytical and Advisory Centre (2010), ‘Free Trade Areas versus Customs Union?’, Kyiv, March.

Boss, H. and P. Havlik (1994), ‘Slavic (dis)union: consequences for Russia, Belarus and Ukraine’, Economics of
Transition, Vol. 2, No. 2, Oxford University Press, pp. 233-254.

Broadman. H. (2005), ‘From Disintegration to Reintegration: Eastern Europe and the Former Soviet Union in
International Trade’, The World Bank, Washington DC.

62



Carrere, C. (2006), ‘Revisiting the effects of regional trade agreements on trade flows with proper specification of
the gravity model’, European Economic Review, Vol. 50, pp. 223-247.

CISSTAT, ‘Commonwealth of Independent States’, Interstate Statistical Committee of the CIS, Moscow (various
issues and the online database at http://cisstat.org).

Collins, S. M. and D. Rodrik (1991), ‘Eastern Europe and the Soviet Union in the World Economy’, Policy Analy-
ses in International Economics, Vol. 32, Institute for International Economics, Washington DC.

Dimaran, B. and R. McDougall (eds) (2007), “The GTAP database — version 7’, Global Trade Analysis Center,
Purdue University.

Djankov, S. and C. Freund (2000), ‘Disintegration and Trade Flows: Evidence from the Former Soviet Union’,
available at http://wbln0018.worldbank.org/research/workpapers.nsf.

Djankov, S. and C. Freund (2002), ‘Trade Flows in the Former Soviet Union’, Journal of Comparative Econom-
ics, Vol. 30, No. 1.

Domingues, E. P., E. A. Haddad and G. J. D. Hewigs (2004), ‘Sensitivity Analysis in Applied General Equilibrium
Models: An Empirical Assessment for Mercosur Free Trade Areas Agreements’, The Regional Economics Ap-
plications Library Discussion Paper, REAL 04-T-4.

Dyner, A. M. (2010), ‘Customs Union of Russia, Belarus and Kazakhstan’, Bulletin of the Polish Institute of Inter-
national Affairs, No. 102 (178), July.

ECORYS (2007), ‘Trade sustainability impact assessment for the FTA between the EU and Ukraine within the
enhanced agreement’, Report prepared for European Commission DG-Trade, Rotterdam, 17 December.

Egger, P. and M. Pfaffermayr (2004), ‘Foreign Direct Investment and European Integration in the 1990s’. The
World Economy, Wiley Blackwell, Vol. 27, No. 1, p. 99-110.

Elborg-Woytek, K. (2003), ‘Of Openness and Distance: Trade Developments in the Commonwealth of Inde-
pendent States, 1993-2002’, IMF Working Paper No. 03/207.

Emerson, M. (2005), ‘EU-Russia — the Four Common Spaces and the Proliferation of the Fuzzy’. CEPS Policy
Brief, Brussels, May.

Emerson, M., G. Noutcheva and N. Popescu (2007), ‘European Neighbourhood Policy two years on: Time In-
deed for an “ENP Plus™, CEPS Policy Brief No. 126, Brussels, March.

Eurasian Economic Commission (2012), presentation held at the Russian Permanent Mission with the EU,
Brussels, 5 July.

Eurochambres (2011), ‘Assessing the consequences of a failed EU-Mediterranean Free Trade Area’, A study by
the European Centre for International Political Economy (ECIPE) prepared for Eurochambres, March.

Facchini, G., P. Silva and G. Willmann (2008), ‘The Customs Union Issue: Why Do We Observe So Few of
Them?’, CESIFO Working Paper No. 2426.

Facchini, G. and C. Testa (2008), ‘Who is Against a Common Market?’, Centro Studi Luca D’Agliano, Develop-
ment Studies Working Papers, No. 240.

Francois, J. and G. Wignarajan (2008), ‘Economic Implications of Asian Integration’, Global Economy Journal,
Vol. 8, No. 3, pp. 1-48.

Francois, J. and M. Manchin (2008), ‘A series of country-specific comparative static CGE models presenting
CGE-based simulations of WTO entry and different types of EU-CIS FTA for several CIS countries’, CASE
working paper 2008-10-10 WP4-D7.

Francois, J., H. van Meijl and F. van Tongeren (2005), ‘The Doha Round and Developing Countries’, Economic
Policy, Vol. 20, No. 42, pp. 349-391.

63



Francois, J. and B. Hoekman (2010), ‘Services Trade and Policy’, Journal of Economic Literature, Vol. 48, No. 3,
pp. 642-692.

Francois, J., O. Pindyuk, and J. Worz (2008), ‘International Transactions in Services: Data on International
Trade and FDI in the Service Sectors’, Institute for International and Development Economics.

Francois, J., O. Pindyuk and J. Wérz (2009), ‘Trends in International Trade and FDI in Services: A Global Data-
base of Services Trade’, IIDE Discussion Papers, No. 20090802, August.

Francois, J. F., B. McDonald and H. Nordstrom (1996), ‘Trade liberalization and the capital stock in the GTAP
model’, GTAP consortium technical paper.

Francois, J. F., H. Norberg and M. Thelle (2007), ‘Economic Impact of a Potential Free Trade Agreement (FTA)
Between the European Union and South Korea’, IIDE Discussion Papers 20070301, Institute for International
and Development Economics, prepared as part of a scoping for EU DG Trade.

Francois, J., H. Norberg, M. Manchin and A. Pelkmans Balaoing (2009), ‘Trade Impact Assessment (Trade SIA)
of an EU-ASEAN Free Trade Agreement, IIDE Discussion Papers 20090801, Institute for International and
Development Economics. Prepared as part of an EU FTA sustainability impact assessment study for EU DG
Trade.

Frazer, G. and J. V. Biesebroeck (2007), ‘Trade Growth under the African Growth and Opportunity Act’, NBER
Working Paper No. 13222.

Funke, M. and R. Ruhwedel (2005), ‘Export Variety and Economic Growth in East European Transition Econo-
mies’, Economics of Transition, Vol. 13, No. 1, pp. 25-50.

Gil, S., R. Llorca and J. A. Martinez-Serrano (2008), ‘Assessing the Enlargement and Deepening of the Euro-
pean Union’, The World Economy, Vol. 31, No. 9, pp. 1253-1272.

Glazyev, S. (2010), ‘Customs Union of Belarus, Kazakhstan and Russia’, presentation on 25 January in Brus-
sels, http://tsouz.ru/news/Documents/Custom_Union_Glaziev1.pdf.

Glazyev, S. and T. Mansurov (eds) (2011), Regulirovanie vneshnei torgovli Tamozhennogo soyuza v ramkakh
EvrAzES: uchebnoe posobie (The foreign trade regulation of the Customs Union within the framework of
EurAsEC: a textbook), Moscow, Mitel Press.

Gligorov, V. et al. (2012), ‘Transition in the MENA Region: Challenges, Opportunities and Prospects’, wiiw Re-
search Reports, No. 376, January.

Glinkina, S. and N. Kulikova (2007), ‘The impact of EU enlargement on economic restructuring in Russia and
future relations between Russia and the European Union’, wiiw Research Reports, No. 338, March.

Grinberg, R. (2012), ‘Spring of the Eurasian Union: Fragile Hopes’, Mir Peremen, No. 1, Moscow.

Grinberg, R., P. Havlik and O. Havrylyshyn (eds) (2008), Transition, Restructuring and Integration, NOMOS
Verlagsgesellschaft, Baden-Baden.

Grossman, G. M. and E. Helpman (1995), ‘The Politics of Free-Trade Agreements’, The American Economic
Review, Vol. 85, September, pp. 667-690.

Grossman, G. M. and E. Helpman (2005), ‘A Protectionist Bias in Majoritarian Politics’, The Quarterly Journal of
Economics, November, pp. 1239-1282.

Hamilton, C. B. (2005), ‘Russia’s European economic integration. Escapism and realities’, Economic Systems,
Vol. 29, pp. 294-306.

Handrich, L., J. Jensen, V. Movchan and F. Pavel (2005), ‘Analysis of Economic Impacts of Ukraine’s Accession
to the WTO’, Joint paper of Copenhagen Economics, IERPC, Osteuropa-Institut Miinchen study, available at
http://trade-info.cec.eu.int/.

64



Harrison, W. J. and K. R. Pearson (1994), ‘Computing Solutions for Large General Equilibrium Models Using
GEMPACK’, Centre of Policy Studies/IMPACT Centre, Melbourne University.

Havlik, P. (1991), ‘The Collapse of the CMEA and Its Consequences’, OECD, Working Party of the Trade
Committee, TD/TC/WP(90)57, Paris, October.

Havlik, P. (ed) (1991), Dismantling the Command Economy in Eastern Europe, Westview Press, Boulder, Colo-
rado.

Havlik, P. (1995), ‘Trade reorientation and competitiveness in CEECs'. In: R. Dobrinsky and M. Landesmann
(eds), Transforming Economies and European Integration, Edward Elgar, Cheltenham, UK, pp. 141-162.

Havlik, P. (2004), ‘Russia, European Union and EU Eastward Enlargement’, In: G. Hinteregger and
H. G. Heinrich (eds), Russia — Continuity and Change, Springer Vienna New York, pp. 363-378.

Havlik, P. (2010), ‘European Energy Security in View of Russian Economic and Integration Prospects’, wiiw
Research Reports, No. 362, May.

Havlik, P. and R. Stéllinger (2010), ‘EU’s trade with the BRICs and competitiveness challenges’, Statistika,
Czech Statistical Office, No. 2, Prague, pp. 136-157.

Havlik, P., O. Pindyuk and R. Stéllinger (2009), ‘Trade in Goods and Services between the EU and the BRICs’,
wiiw Research Reports, No. 357, November.

Havrylyshyn, O. and I. Alikhani (1989), ‘Changing Comparative Advantage and Trade Among Developing Coun-
tries’, Chapter 6 in J. Black and A. MacBean (eds), Causes of Changes in the Structure of International Trade,
1960-85, Macmillan, Houndmills.

Havrylyshyn, O. and L. Pritchett (1991), ‘European Trade Patterns After the Transition’, Working Papers Trade
Policy 748, The World Bank, Washington DC.

Havrylyshyn, O. and M. Al-Atrash (1999), ‘Geographic Diversification of Trade in Transition Countries’, Chap-
ter 8 in M. Blejer and M. Skreb (eds), Balance of Payments Exchange Rates and Competitiveness in Transition
Economies, Kluwer Academic Publishers, Boston.

Hertel, T., M. Ivanic, P. Preckel, and J. Cranfield. (2004), ‘Poverty Impacts of Multilateral Trade Liberalization’,
World Bank Economic Reviewm Vol. 18, No. 2, pp. 205-236.

Hoekman, B. and S. Djankov (1997), ‘Determinants of the Export Structure of Countries in Central and Eastern
Europe’, The World Bank Economic Review, Vol. 11, No. 3, pp. 471-487.

Hornok, C. (2009), ‘Trade without Borders: Trade Effect of EU Accession by Central and Eastern European
Countries’, March.

ICPS (2010), ‘Customs Union, WTO and EU FTA', Inside Ukraine, No. 10, International Center for Policy Stud-
ies, Kyiv, July.

Institute of Economics and Forecasting of the National Academy of Sciences of Ukraine (2011), ‘OpieHToBHa
aHaniTu4yHa oLiHka EKOHOMIYHMX HaCMiaKIB YKNaAeHHs yroamy npo 30Hy BinbHOI Toprieni 3 €C abo BXO4KEHHS 10
MwuTHoro cotody Pocii, Binopyci Ta KasaxcraHy’ (Approximate analytical estimate of economic consequences of
FTA with EU or joining the Customs Union of Russia, Kazakhstan, and Belarus).

Ivanov, |. (2002), ‘Obshee Evropeyskoe ekonomicheskoe prostranstvo. Vzglyad iz Rossii’ (Common European
Economic Space. View from Russia), Moscow, Fond Mosty Vostok-Zapad (East-West Bridges Foundation).

Jarocinska, E., M. Maliszewska and M. Scasny (2010), ‘Modelling Economic, Social and Environmental Implica-
tions of a Free Trade Agreement between the European Union and the Russian Federation’, CASE Network
Reports, No. 93, Warsaw.

65



Jensen, J., T. Rutherford and D. Tarr (2004), ‘Economy-Wide and Sector Effects of Russia’s Accession to the
WTO’, mimeo, 26 May.

Jensen, J. and D. Tarr (2008), ‘Impact of local content restrictions and barriers against foreign direct investment
in services: The case of Kazakhstan accession to the WTQO’, Eastern European Economics, Vol. 46, No. 5,
pp. 5-26.

Kee H. L., A. Nicita and M. Olarreaga (2004), ‘import demand elasticities and trade distortions’, Policy Research
Working Paper Series 3452, The World Bank.

Kemp, M. C. and H. Wan, Jr. (1976), ‘An Elementary Proposition Concerning the Formation of Customs Un-
ions’, Journal of International Economics, Vol. 6, February, pp. 95-97.

Ko, J.-H. (2006), ‘Eastern Enlargement of the EU and its Economic Impact: A CGE Approach’, The Kyoto Eco-
nomic Review, Vol. 75, No. 1, June, pp. 91-113.

Krishna, P. (1998), ‘Regionalism and Multilateralism: A Political Economy Approach’, The Quarterly Journal of
Economics, February, pp. 227-251.

Kurilionak, K., S. Vassilevsky and V. Medvedev (2008), ‘The Consequences of WTO accession for Belarus’, in
Grinberg et al. (2008).

Linn, J. F. (2004), ‘Economic (Dis)integration Matters: The Soviet Collapse Revised'. Paper prepared for the
conference on ‘Transition in the CIS: Achievements and Challenges’ at the Academy for National Economy,
Moscow, 13-14 September.

Lissovolik, B. and Y. Lissovolik (2006), ‘Russia and the WTO: The “Gravity” of Outsider Status’, IMF Staff Pa-
pers, Vol. 53, No. 1, pp. 1-27.

Lucian, C., B. Onguglo and T. lto (2007), ‘RTAs and WTO Compatibility: Catch Me if You Can? The Case of
EPA Negotiations’, MRPA Paper No. 3645.

Magee, C. (2008), ‘New measures of trade creation and trade diversion’. Journal of International Economics,
Vol. 75, No. 2, July, pp. 349-362.

Medvedev, V.F., S.I. Mikhnevich, K.L. Kurylionak and E.V. Shportyuk (2004), ‘Bctynnenue ctpaH c
nepexoaHo 3KOHOMWKOM BO BcemypHyto TOpProBylo opraHusaumio: KOHUenTyanbHble nonoxeHus’ (Access to
the WTO of countries in transition: conceptual approach), Economy and Finance, No. 3, Moscow, pp. 12-20.

Michalopoulos, C. and D. G. Tarr (eds) (1994), Trade in the New Independent States, The World Bank, Wash-
ington DC.

Montalieu, T. and |. Rabaud (2010), ‘Measurement of Restrictions in Trade in Services: A Critical Assessment’,
Laboratoire d’Economie d’Orleans, Working paper No. 2010-03.

Movchan, V. and R. Giucci (2011), ‘Quantitative Assessment of Ukraine’s Regional Integration Options: DCFTA
with European Union vs. Customs Union with Russia, Belarus and Kazakhstan’, German Advisory Group, Insti-
tute for Economic Research and Policy Consulting, Policy Paper Series (PP/05/2011).

Park, I. and S. Park (2008), ‘Free Trade Agreements versus Customs Unions: An Examination of East Asia’,
MRPA Paper No. 11301.

Pindyuk, O. (2007), ‘Foreign trade restructuring in Belarus and Ukraine: a comparison’, wiiw Monthly Report,
No. 6, pp. 4-13.

Pindyuk, O. (2009), ‘Institutionelles Umfeld und Handelsbeziehungen: Multilaterale Entwicklungen’, Osterreichs
Aufenwirtschaft 2009, FIW, December, pp. 45-46.

Podkaminer, L. et al. (2012), ‘Fasting or Feasting? Europe — Old and New — at the Crossroads’, wiiw Current
Analyses and Forecasts, No. 10, July.

66



Pomfret, R. (2009), ‘Regional Integration in Central Asia’, Economic Change and Restructuring, Vol. 42,
pp. 47-68.

Reinert, K. A. and D. W. Roland-Holst (1997), ‘Social Accounting Matrices’. In: J. F. Francois and K. A. Reinert
(eds), Applied Methods for Trade Policy Analysis: A Handbook, Cambridge University Press.

Rutherford, T., D. Tarr and O. Shepotylo (2005), ‘Poverty Effects of Russia’s WTO Accession: modelling “real”
households and endogenous productivity effects’, World Bank Policy Research Working Paper, 3473.

Rutherford, T., D. Tarr and O. Shepotylo (2006), ‘The Impact on Russia of WTO Accession and The Doha
Agenda: The Role of Liberalization of Barriers against FDI in Services for Growth and Poverty Reduction’. In:
T. Hertel and A. Winters (eds), Poverty and the WTO: Impacts of the Doha Development Agenda, Palgrave
Macmillan.

Savin, V. (1999), ‘Export and Import Prices in Russia’s Trade with Different Country Groups (CIS and far
abroad)’. Marketing v Rossii i za Rubezhom (4).

Sayan, S. (1998), ‘Could Regional Economic Cooperation Generate Trade Creation and Trade Diversion Effects
without Altering Trade Policies of Members?’, Preliminary Results from a Gravity Approach to BSEC. Bilkent
Univesity Discussion Paper 98-10.

Senik-Leygonie, C. and H. Gordon (1992), ‘The Break-up of the Soviet Union: Industrial Profitability and Trade
among the Former Soviet Republics’, Economic Policy, No. 15, October.

Shadikhodjaev, S. (2009), ‘Trade Integration in the CIS Region: A Thorny Path Towards a Customs Union’.
Journal of International Economic Law, Vol. 12, pp. 555-578.

Shumylo-Tapiola, O. (2011), ‘Ukraine and Russia: ever closer neighbours?’, Carnegie Endowment for Interna-
tional Peace Policy Outlook, June.

Simola, H. (2007), ‘Russia getting closer to WTO membership — what are the practical implications?’, BOFIT
Online, 3.

Sulamaa, P. and M. Widgren (2004), ‘EU-Enlargement and Beyond: A Simulation Study on EU and Russia
Integration’. Empirica, Vol. 31, pp. 307-323.

Taran, S. (2008), ‘A paper detailing the types of non-tariff barriers encountered in the EU and New Border Coun-
tries and their impact on trade,” CASE Ukraine, 2008-10-10 WP4-D9.

Tarr, D. (2008), Chapter on Russia in OECD, ‘Globalization and Emerging Economies. Brazil, Russia, India,
Indonesia, China and South Africa’, Paris.

Tarr, D., O. Shepotyo and T. Koudoyarov (2005), ‘The structure of import tariffs in Russia: 2001-2003’. In:
D. Tarr (ed.), Trade Policy and WTO Accession for Development in Russia and the CIS: A Handbook, Ves Mir.

Tochitskaya I. (2010), ‘The Customs Union between Belarus, Kazakhstan and Russia: an overview of economic
implications for Belarus’, CASE Network Studies & Analyses, No. 405.

Tochitskaya, |. and F. Pavel (2004), ‘OkoHomuueckve nocneacTsus BeTynneHuss Benapycn B BTO:
Konu4yecTBeHHas oueHka' (Economic consequences of Belarus’ WTO access: a quantitative estimation), Work-
ing Paper of the Research Center of the Institute of Privatization and Management WP2004r14, Minsk
(http://www.research.by/pdf/pp2004r14.pdf).

Tochitskaya, I. and L. Vinhas de Souza (2008), ‘Trade Relations between an Enlarged EU and the Russian
Federation, and Its Effects on Belarus’, Economic Change and Restructuring, Vol. 42, No. 1, pp. 1-24.

Tomberg, R. and I. Tomberg (2006), ‘WTO Accession Effects for Economic Restructuring in Russia’, INDEUNIS
Papers, Mimeo at http://indeunis.wiiw.ac.at/, August.

67



UN ECE (2003), ‘Economic Survey of Europe’, Vol. 1, United Nations Economic Commission for Europe, Ge-
neva.

Vahtra, P. (2005), ‘Russian Investments in the CIS — Scope, Motivation and Leverage’, Turku School of Eco-
nomics and Business Administration, Pan-European Institute, 9.

Vavilov, A. and O. Vyugin (1993), ‘Trade Patterns After Integration into the World Economy’. In: J. Williamson
(ed.), Economic Consequences of Soviet Disintegration, Institute for International Economics, Washington DC.

Vinhas de Souza, L. (2003), ‘Effects of Russian WTO Accession and EU Enlargement on Belarus: Initial Estima-
tions’, Kiel (http://www.tinbergen.nl/~phare/Partners/GTAP2003.pdf).

Vinhas de Souza, L. (2006), ‘A Wider Europe: Trade Relations between an Enlarged EU and the Russian Fed-
eration’, Problems of Economic Transition, Vol. 49, No. 2, pp. 6-33.

Vinhas de Souza L. (2011), ‘An initial estimation of the economic effects of the creation of the EurAsEC Cus-
toms Union on its members’, Poverty Reduction and Economic Management Network (PREM) Economic Prem-
ise, No. 47, January.

Vinhas de Souza, L., R. Schweickert, V. Movchan, O. Bilan and |. Burakovsky (2006), ‘Now So Near, and Yet
Still So Far: Relations Between Ukraine and the European Union’, Chapter 7 in L. Vinhas de Souza and
O. Havrylyshyn (eds), Return to Growth in CIS Countries, Springer Verlag, Berlin.

wiiw (2009), ‘Study on Doha: The impact of a potential NAMA package on EU industry’, a study carried out
within the Framework Service Contract B2/ENTR/05/091 — FCI.

Williamson, J. (ed.) (1993), ‘Economic Consequences of Soviet Disintegration’, Institute for International Eco-
nomics, Washington DC.

World Bank (2002), ‘Transition: The First Ten Years: Analysis and Lessons for Eastern Europe and the Former
Soviet Union’, Washington DC.

World Bank (2012), ‘Assessment of Costs and Benefits of the Customs Union for Kazakhstan’, Report
No. 65977-KZ, January.

Worz, J., Pindyuk, O., Holzner, M., Astrov, V. (2008), ‘Russia, Ukraine and Belarus: Effects of WTO Accession
in the Medium and Long Run’. In Grinberg et al. (2008).

Yildiz, H. M. (2010), ‘Foreign Direct Investment and Customs Union: Incentives for Multilateral Tariff Cooperation
over Free Trade’, MRPA Paper No. 22346.

Zhuravskaya, E. (2007), ‘Whither Russia? A Review of Andrei Shleifer's “A Normal Country”, Journal of Eco-
nomic Literature, Vol. XLV, March, pp. 127-146.

68



ANNEX |: Main Economic Indicators

Table A.l1
Belarus: Main Economic Indicators (as % of the previous year)

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Gross domestic product 89.6 102.8 1114 1084 1034 1058 104.7 105 107 1114 109.4 110 1086 110 1002 107.6  105.3
Industrial production 88 104 119 112 110 108 106 105 107 116 111 111 109 111 97.2 1113 1091
Agricultural production 95 102 95 993 92 109 102 100.7 107 113 102 106 104 109 101.3 102  106.6
Capital investments 69 95 120 125 92 102 97 106 121 121 120 132 116 123 1086 1166 1133
Freight carried 75 87 109 105 95 91 98 109 110 107 109 109 106 111 951 1115 104.9
Retail trade turnover 774 1322 1181 1283 1108 1119 1291 1119 1104 1116 1204 1175 115 1197 1034 1175 1071
Industrial producers price index 561 134 188 172 456 286 172 140 138 124 112 108 116.3 114 1145 1136 1714
Consumer price indices 809 153 164 173 394 269 161 143 128 118 110 107 108 115 113 1078 153
Export to CIS countries 205 124 143 96 70 121 102 98 124 135 96 122 130 128 65.01 1449 143
Export to other countries 172 106 102 99.3 120 128 101 123 124 143 138 125 118 142 656 978 1785
Import from CIS countries 176 124 127 95 77 142 95 109 128 148 94 130 131 137 702 1125 136.8
Import from other countries 194 126 121 104 80 108 97 112 125 131 121 141 123 139 77.03 1388 123.1

Source: CIS Database (http://www.cisstat.com/eng/frame_macro.htm).
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Table A.l.2

Population, th pers., average 2

Gross domestic product, RUB bn, nom. 3
annual change in % (real) 3

GDP/capita (EUR at exchange rate)
GDP/capita (EUR at PPP - wiiw)

Consumption of households, RUB bn, nom. 3
annual change in % (real) 3

Gross fixed capital form., RUB bn, nom. 3
annual change in % (real) ¥

Gross industrial production 4
annual change in % (real)
Gross agricultural production
annual change in % (real)
Construction output

annual change in % (real)

Employed persons - LFS, th, average
annual change in %

Unemployed persons - LFS, th, average
Unemployment rate - LFS, in %, average
Unemployment rate, reg., in %, end of period

Average gross monthly wages, RUB
annual change in % (real, gross)

Consumer prices, % p.a.
Producer prices in industry, % p.a. 9

General governm.budget, nat.def., % GDP
Revenues

Expenditures

Deficit (-) / surplus (+), % GDP

Public debt, nat.def., in % of GDP 6

Current account, EUR mn &

Current account in % of GDP
Exports of goods, BOP, EUR mn 8
annual growth rate in %

Imports of goods, BOP, EUR mn 8
annual growth rate in %

Exports of services, BOP, EUR mn &
annual growth rate in %

Imports of services, BOP, EUR mn &
annual growth rate in %

FDI inflow, EUR mn &

FDI outflow, EUR mn &

Gross reserves of CB, excl. gold, EUR mn
Gross external debt, EUR mn
Gross external debt in % of GDP

Exchange rate RUB/EUR, average
Purchasing power parity RUB/EUR, wiiw 9

Russia: Main Economic Indicators

2000

146597

7306

10.0
1900
6600

3295
7.3
1232
18.1

11.9

7.7

17.0

65070.4
34
7699.5
10.6

14

22234
20.9

20.8
46.6

28.7
26.8

19
56.9

50619
18.0
113510
60.1
48483
30.7
10337
215
17540
40.0
2933
3433

26139
172364
614

26.03
751

2005

143114

21610
6.4
4300
10000

10653
12.2
3837
10.6

5.1

23

10.5

68169.0
13
5262.8
72

25

8554.9
126

125
20.7

39.7
316

8.1
14.9

67858
111
195545
32.7
100608
284
20028
20.9
31077
16.1
10336
10240

148094
216516
35.3

35.26
15.06

2006

142487

26917
8.2
5500
11100

12975
12.2
4981
18.0

6.3

36

18.1

68855.0
1.0
5312.0
7.2

23

10633.9
133

9.8
124

39.5
311
84
8.6

75474
9.6
241960
23.7
130948
30.2
24791
238
35643
14.7
23675
18454

224305
237669
30.1

34.11
16.95

2007

142115

33248
85
6700
12500

16032
14.3
6980
210

6.3

34

18.2

70570.5
25
4589.0
6.1

20

13593.4
17.0

9.1
14.1

40.2
34.2
6.0
6.7

56818
6.0
258930
7.0
163282
24.7
28681
15.7
42481
19.2
40237
33547

318840
316903
334

35.01
18.79

2008

141956

41277
5.2
8000
13100

19967
10.6
9201
10.6

21

10.8

12.8

70965.1
0.6
47915
6.3

20

17290.1
11.0

14.1
214

38.8
339
49
5.7

70642
6.2
321792
243
199148
220
34921
218
51495
21.2
51177
37934

291916
340688
30.1

36.43
2213

2009

141902

38807
-7.8
6200
11900

20986
-5.1
8536
-14.4

-9.3

14

-13.2

69284.9
-24
6372.8
84

29

18637.5
-3.0

11.8
-7.2

350
M4
63

83

34961
4.0
218221
-322
137960
-30.7
29918
-14.3
44185
-14.2
26254
31407

290432
325697
37.0

44.14
2291

2010

142938

45173
43
7800
12600

23482
5.2
9829
5.8

8.2

-11.3

35

69804.0
0.7
5636.0
75

21

20952.0
5.2

6.9
12.2

355
39.0
-3.5

8.6

53861
438
303580
39.1
188404
36.6
34085
13.9
55834
26.4
32802
39800

335191
369458
33.0

40.30
25.00

2011 Y

142500

54586
43
9400
13400

27229
6.8
11620
8.0

47

221

5.1

70732.0
1.3
5020.0
6.6

17

23532.0
35

85
19.0

384
36.8
16
9.2

70976
53
374872
235
232553
234
38797
13.8
64612
15.7
37973
48318

350786
421258
315

40.87
28.54

2012

142000

62600
38

70500
0.3
5000
6.6

0

8
60000
39
410000
9
280000
20
45000
16
80000
24
45000
45000

41

2013
Forecast

141500

70000
4.0

5

70000
-0.7
5000
6.7

50000
3.0
445000
9
320000
14
49000
9
95000
19
50000
40000

42

2014

141000

78000
42

70000
0.0
5000.0
6.7

40000
22
480000
8
360000
13
53000
8
100000
5
55000
35000

43

1) Preliminary. - 2) Resident population. From 2010 according to census October 2010. - 3) FISIM reallocated to industries, real growth
rates based on previous year prices etc. - 4) Excluding small enterprises. - 5) Domestic output prices. - 6) wiiw estimate. - 7) Refinancing
rate of Central Bank. - 8) Converted from USD with the average exchange rate. - 9) wiiw estimates based on the 2005 International

Comparison Project benchmark.

Source: wiiw Database incorporating national statistics. Forecasts by wiiw.
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Table A.l.3 Kazakhstan: Main Economic Indicators

2005 2006 2007 2008 2009 2010 2011 " 2012 2013 2014
Forecast

Population, th pers., average 2 15147 15308 15484 15674 16093 16323 16558 16700 16800 16900
Population, th pers., end of period 15219.3 15396.9 15571.5 15776.5 16205 16442 16674 16760 16840 16920
GDP, USD bn, nom 57.1 81.0 104.9 133.4 115.3 148.1 186.2 210.7 2385 2705
GDP, EUR bn, nom 45.9 64.5 76.6 90.7 82.7 111.5 133.8 1609 178.0 194.6
GDP deflator 17.9 215 15.5 21 4.7 19.6 16.5 8.5 7 6
Gross domestic product, KZT bn, nom. 7591 10214 12850 16053 17008 21816 27301 31400 35300 39500
annual change in % (real) 9.7 10.7 8.9 3.3 1.2 7.3 75 6 5 5.5
GDP/capita (EUR at exchange rate) 3000 4200 4900 5800 5100 6800 8100 9600 10600 11500
GDP/capita (EUR at PPP - wiiw) 7300 8000 8800 8900 8500 9300 10000 . . .
Consumption of households, KZT bn, nom. 3686 4547 5641 6871 7913 9721 11390 12620 13910 15330
annual change in % (real) 10.9 12.7 10.9 6.3 0.7 10.0 8 5 4 4
Gross fixed capital form., EUR bn, nom. 12.8 19.5 23.0 24.3 23.0 271 32.3
Gross fixed capital form., KZT bn, nom. 2123 3084 3857 4309 4727 5307 6590 7830 9130 10650
annual change in % (real) 28.1 29.7 17.3 1.0 -0.8 3.8 3.5 8 9 10
Investment into fixed capital, KZT bn, nom 2421.0 28245 32342 3836.1 n
annual change in % (real) 34.1 11.1 8.2 4.6 "
Gross industrial production
annual change in % (real) 4.8 7.0 5.0 21 2.7 10.0 3.5 4 5 7
Mining 27 7.0 26 55 7.2 5.3 1.3
Manufacturing 7.6 8.1 7.8 -2.9 -2.9 18.4 6.2
Electricity, gas and water production and distribution 4.4 2.8 9.2 6.4 -1.9 7.4
Gross agricultural production
annual change in % (real) 7.3 7.0 8.9 -6.4 13.9 -11.7 26.7 2 8 5
Construction industry
annual change in % (real) 47.4 28.6 5.7 1.9 -3.2 1.0 2.7 5 8 8
Employed persons - LFS, th, average 7261.0 74035 7631.8 7857.2 79034 81142 8302.8 8390 8470 8550
annual change in % 1.1 2.0 3.1 3.0 0.6 2.7 23 1 1 1
Unemployed persons - LFS, th, average 640.7 625.4 578.8 557.8 554.5 496.5 473.1 . . .
Unemployment rate - LFS, in %, average 8.1 7.8 7.3 6.6 6.6 5.8 5.4 5.2 5 5
Reg. unemployed persons, th, end of period 94.0 751 62.5 57 53.4
Reg. unemployment rate, in %, end of period 1.3 1.1 0.8 0.7 0.6
Average gross monthly wages, KZT 34060 40790 53238 60734 67639 77565 89887
annual change in % (real, gross) 11.7 10.3 17.8 -2.6 3.8 7.0 7.2
Consumer prices, % p.a. 7.6 8.6 10.8 171 7.3 71 8.5 55 6 6
Producer prices in industry, % p.a. 23.7 18.4 124 36.8 -22.0 25.2 20 10 7 6
General governm.budget, nat.def., % GDP
Revenues and grants 28.1 27.9 225 251 20.6 19.7 19.7
Of which: oil revenues 10.6 10.2 .
Expenditures and net lending 22.3 20.4 241 27.2 23.5 221 21.8 . . .
Deficit (-) / surplus (+), % GDP 5.8 7.5 -1.7 -2.1 -2.9 2.4 -2.1 -2.5 -1.5 -1.0
Non-oil deficit (-) / surplus (+), % GDP -4.8 -2.8
Public debt, nat. def., in % of GDP 9.3 11.3 71 8.3 12.2 14.7 16 16 16 15
Public debt, nat. def., in % of GDP, calc. 10.7 7.8 10.7 12.0 13.8 16 16 15
Central bank policy rate % p.a., end of period? 8.0 9.0 9.0 10.5 7.0 7.0 7.5
Current account, EUR mn4 -848 -1592 -6080 4298 -2950 1814 10136 12300 10600 9200
Current account in % of GDP -1.8 -2.5 -7.9 4.7 -3.6 1.6 7.6 7.6 6.0 4.7
Exports of goods, BOP, EUR mn4 22734 30881 35323 48905 31504 46376 63551 76300 83600 88600
annual growth rate in % 371 35.8 144 38.5 -35.6 47.2 37.0 20.1 9.6 6.0
Imports of goods, BOP, EUR mn4 14442 19216 24298 26128 20769 24786 29601 37700 43200 47900
annual growth rate in % 29.9 33.1 26.4 7.5 -20.5 19.3 19.4 274 14.6 10.9
Exports of services, BOP, EUR mn4 1790 2246 2604 3007 3038 3203 3239 3790 4000 4080
annual growth rate in % 10.7 254 16.0 15.5 1.0 54 1.1 17.0 5.5 2.0
Imports of services, BOP, EUR mn4 6021 6979 8569 7556 7200 8534 7845 10000 10760 11410
annual growth rate in % 46.5 15.9 22.8 -11.8 -4.7 18.5 -8.1 275 7.6 6.0
Net FDI, EUR mn 4 1701 5308 5820 8914 7231 2207 6020 6623 7045 6483
FDI inflow, EUR mn4 1583 5002 8123 9732 9497 8109 9274 10600 11400 10800
FDI outflow, EUR mn4) -117 -306 2304 818 2266 5902 3254 3977 4355 4317
Current account, USD mn -1055.8 -1998.6 -8321.9 6325.5 -4114.0 2408.5 14110.0 16152 14211 12850
Gross reserves of NB excl. gold, EUR mn 5126 13490 10756 12630 14352 19044 19474
Assets of the National Oil Fund, EUR mn 6804 10709 14321 19425 16986 23390 33802
Gross external debt, EUR mn 36597 56246 66058 76278 78674 89261 95811
Gross external debt in % of GDP 79.8 87.2 86.2 84.1 95.1 80.1 71.6
Average exchange rate KZT/USD 132.88 126.09 12255 120.30 147.50 147.35 146.62 149 148 146
Average exchange rate KZT/EUR 165.42 158.27 167.75 177.04 20568 195.67 204.11 195 198 203
Purchasing power parity KZT/EUR, wiiw % 68.82 83.35 93.87 115.30 123.85 143.49 164.71 . . .

1) Preliminary. - 2) From 2009 according to census 2009. - 3) Refinancing rate of NB. - 4) Converted from USD with the average ex-
change rate. - 5) wiiw estimates based on the 2005 International Comparison Project benchmark.

Source: National statistics (National Bank, Agency of Statistics etc). Forecasts by wiiw.
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Table A.l.4
Ukraine: Main Economic Indicators

2000 2005 2006 2007 2008 2009 2010 2011 Y 2012 2013 2014

Forecast
Population, th pers., average 49177 47105 46788 46509 46258 46053 45871 45706 45600 45500 45400
Gross domestic product, UAH bn, nom. 1701 4415 5442 7207 9481 913.3 10826 1316.6 1390 1530 1690
annual change in % (real) 5.9 2.7 7.3 7.9 2.3 -14.8 4.1 5.2 3.2 4 5
GDP/capita (EUR at exchange rate) 700 1500 1800 2200 2700 1800 2200 2600
GDP/capita (EUR at PPP - wiiw) 2800 4700 5200 5800 6000 5100 5400 5800
Consumption of households, UAH bn, nom. 924 2526 3194 4232 5825 581.7 686.1 857.3 . . .
annual change in % (real) 2.5 20.6 15.9 17.2 13.1 -14.9 71 15.0 8 6 6
Gross fixed capital form., UAH bn, nom. 33.4 97.0 1339 1983 2502 167.6 1959 2479 . . .
annual change in % (real) 12.4 3.9 21.2 239 -1.2 -50.5 3.9 10.1 5 8 8
Gross industrial production
annual change in % (real) 13.2 3.1 6.2 7.6 -5.2 -21.9 11.2 7.3 2 4 6
Gross agricultural production
annual change in % (real) 9.8 0.1 2.5 -6.5 171 -1.8 -1.5 17.5
Construction output
annual change in % (real) 0.4 -6.6 9.9 156 -158 -48.2 -5.4 111
Employed persons - LFS, th, average 20175.0 20680.0 20730.4 20904.7 20972.3 20191.5 20266.0 20324.2 20300 20350 20400
annual change in % 1.1 1.9 0.2 0.8 0.3 -3.7 0.4 0.3 0 0.2 0.2
Unemployed persons - LFS, th, average 2655.8 1600.8 1515.0 1417.6 14251 1958.8 1785.6 1732.7 . . .
Unemployment rate - LFS, in %, average 11.6 7.2 6.8 6.4 6.4 8.8 8.1 7.9 7.9 7.7 7.5
Reg. unemployed persons, th, end of period 11552 8815 7595 6423 8449 5316 5449 4828
Unemployment rate, reg., in %, end of period 2 4.2 3.1 2.7 23 3.0 1.9 2.0 1.8
Average gross monthly wages, UAH 3 230.1 806.2 1041.5 1351.1 1806.3 1905.9 2239.2 2633.0
annual change in % (real, gross) 1.1 20.5 18.4 15.0 6.8 -9.0 9.7 8.9
Consumer prices, % p.a. 28.2 13.5 9.1 12.8 252 15.9 9.4 8.0 2 6 5
Producer prices in industry, % p.a. 4 20.8 16.7 9.6 19.5 355 6.5 20.9 19.0
Deflator growth rate, in % 23.1 245 14.8 22.7 28.6 13.0 13.8 15.7
General governm. budget, nat.def., % GDP
Revenues 28.9 30.4 31.6 30.5 31.4 29.9 29.1 30.3
Expenditures 28.3 32.2 32.3 31.6 32.8 34.0 35.0 321 . . .
Deficit (-) / surplus (+) 9 0.6 -1.8 -0.7 -1.1 -1.5 -4.1 -6.0 -1.8 -3.5 -3 -2.5
Public debt, nat.def., in % of GDP 453 17.7 14.8 12.3 20.0 34.8 39.1 35.9 35 34 33
Central bank policy rate, % p.a., end of period & 27.00 9.50 8.50 8.00 12.00 10.25 7.75 7.75
Current account, EUR mn 7 1602 2030 -1289 -3849 -8721 -1242 -2274 -6469 -6000 -6500 -7000
Current account in % of GDP 4.7 2.9 -1.5 -3.7 -7.1 -1.5 -2.2 -5.5 -4.7 -4.9 -4.8
Exports of goods, BOP, EUR mn 7 17008 28093 31048 36383 46274 28958 39321 49865 54900 63100 72600
annual growth rate in % 37.2 4.4 10.5 17.2 272 -374 35.8 26.8 10 15 15
Imports of goods, BOP, EUR mn 7 16165 29004 35188 44100 57270 32046 45641 59782 65800 75700 87100
annual growth rate in % 32.8 214 21.3 25.3 29.9 -440 42.4 31.0 10 15 15
Exports of services, BOP, EUR mn ? 4111 7503 9000 10337 12228 9936 12856 13954 14700 16200 17500
annual growth rate in % 13.0 18.6 19.9 14.9 18.3 -18.8 29.4 8.5 5 10 8
Imports of services, BOP, EUR mn 7 3433 6054 7305 8571 11039 8248 9538 10444 11000 12500 14500
annual growth rate in % 59.3 13.6 20.7 17.3 288 -253 15.6 9.5 5 14 16
FDI inflow, EUR mn ® 644 6263 4467 7220 7457 3453 4893 5177 5000 6000 7000
FDI outflow, EUR mn 7 1 221 -106 491 690 116 555 138
Gross reserves of NB excl. gold, EUR mn 1453 16058 16587 21635 21847 17825 25096 23593
Gross external debt, EUR mn 12759 33504 41391 54421 72109 72113 88363 97940
Gross external debt in % of GDP 37.7 48.5 48.2 52.2 58.6 85.8 86.0 82.5
Average exchange rate UAH/USD 5440 5125 5.050 5.050 5267 7.791 7.936 7.968 .
Exchange rate UAH/EUR, average 5029 6.389 6.335 6918 7.708 10.868 10.533 11.092 11 11.5 11.5
Purchasing power parity UAH/EUR, wiiw 9 1217 1986 2229 2663 3.417 3921 4361 4.972

1) Preliminary. - 2) In % of working age population. - 3) Excluding small enterprises. - 4) Domestic output prices. - 5) wiiw projections
include transfers to Naftohaz. - 6) Discount rate of NB. - 7) Converted from USD with the average exchange rate. - 8) In first quarter 2012
FDI net. - 9) wiiw estimates based on the 2005 International Comparison Project benchmark.

Source: wiiw Database incorporating national statistics. Forecasts by wiiw.
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ANNEX II: Foreign Trade Data: CISSTAT and UN COMTRADE

Table A.ll.1
CIS Exports and Imports: an overview
(million US dollars)
2000 2008 2010
Total CIS other Total CIS other Total CIS Other
countries | countries countries | countries countries | countries
Exports
1745 235 1510 47756 1619 46137 [21324,8 1983,9 19340,9 [Azerbaijan
300 73 227 1057 331 726 | 1011,4 199,2 812,2 |Armenia
7326 4399 2927 32902 14406 18496 [25225,9 13499,3 11726,6 |Belarus
323 129 194 1498 543 955 Georgia
8812 2337 6475 71183 11078 60105 [9216,6 7941,1 51275,5 |Kazakhstan
511 214 297 1642 781 861 1759,8 788,1 971,1 |Kyrgyzstan
472 276 196 1597 628 969 | 1582,1 624,2 957,9 |Moldova
103,1 13,8 89,3 467,9 69,8 398,1 396,4 59,6 336,8 |Russia®
784 374 410 1409 228 1181 1195,2 161,5 1033,7 |Tajikistan
14573 4498 10075 66954 23809 43145 51,4 18,7 32,7 |Ukraine
138,0 26,4 111,6 693,9 123,2 570,7 559,2 103,6 4556 | Total for CIS countries®
Imports
1172 375 797 7167 2341 4826 | 6599,4 2051,0 4548,4 |Azerbaijan
885 174 711 4426 1312 3114 | 3782,9 1142,0 2640,9 [Armenia
8646 6070 2576 39483 26054 13429 [34868,2 20510,2 14358,0 |Belarus
709 229 480 6058 2000 4058 Georgia
5040 2732 2308 37889 17497 20392 P9760,0 13622,2 16137,8 |Kazakhstan
558 302 256 4072 2187 1885 | 3223,1 1711,6  1511,5 |Kyrgyzstan
776 260 516 4899 1737 3162 | 38553 1256,9 2598,4 [Moldova
33,9 11,6 22,3 267,0 36,6 230,4 229,0 31,6 197,4 |Russia"
675 560 115 3272 1836 1436 | 2657,8 1563,9 1093,9 |Tajikistan
13956 8040 5916 85535 33569 51966 60,7 26,7 34,0 |Ukraine'
66,3 30,3 36,0 459,8 125,1 334,7 3744 100,1 274,3 | Total for CIS countries’
Balance
573 -140 713 40589 -722 41311 [14725,4 -67,1 14792,5 |Azerbaijan
-585 -101 -484 -3369 -981 -2388 |-2771,5 -942,8 -1828,7 |Armenia
-1320 -1671 351 -6581  -11648 5067 |-9642,3 -7010,9 -2631,4 |Belarus
-386 -100 -286 -4560 -1457 -3103 Georgia
3772 -395 4167 33294 -6419 39713 [9456,6 -5681,1 35137,7 |Kazakhstan
-47 -88 41 -2430 -1406 -1024 |-1463,3 -923,5 -539,8 |[Kyrgyzstan
-304 16 -320 -3302 -1109 -2193 |-2273,2 -632,7 -1640,5 |Moldova
69,2 2,2 67,0 200,9 33,2 167,7 167,4 28,0 139,4 |Russia’
109 -186 295 -1863 -1608 -255 |-1462,6 -14024 -60,2 |Tajikistan
617 -3542 4159 | -18581 -9760 -8821 -9,3 -8,0 -1,3 |Ukraine!
71,7 -3,9 75,6 234,1 -1,9 236,0 184,8 3,5 181,3 | Total for CIS countries’

1) BIn. US dollars; for Ukraine in 2010 only.
Source: CISSTAT
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Table A.ll.2

Belarus: Commodity structure of external trade

2000 2005 2006 2007 2008 2010
External Trade
Exports, min. US dollars
4399 7060 8609 11221 14406 13499,3 to CIS countries
2927 8919 11125 13054 18496 11726,6 to other countries of the world
Imports, min. US dollars
6070 11142 14512 19016 26054 20510,2 from CIS countries
2576 5566 7839 9677 13429 14358,0 from other countries of the world
Balance, min. US dollars
-1671 -4082 -5903 -7795 -11648 -7010,9 with CIS countries
351 3353 3286 3377 5067 -2631,4 with other countries of the world
2000 2005 2006 2007 2008 2010
Exports to CIS countries
ICommodity structure of exports (percent)
100 100 100 100 100 100 Total
4,8 10,3 111 10,6 11,0 17,3 Live animals; vegetable products
0,2 0,1 0,1 0,1 0,1 0,1 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
4.6 6,6 4,2 3,5 3,5 5,2 non- alcoholic beverages and tobacco
10,7 5,0 7,0 5,7 11,5 13,5 Mineral products
Products of the chemical industry; plastics;
11,4 9,3 9,9 9,8 9,6 1,1 rubber and articles thereof
41 3,8 34 3,4 3,2 2,6 Wood and articles of wood; pulp of wood
10,8 7,8 7,3 6,5 5,7 6,6 Textiles and textilearticles
Non-precious metals and articles
6,2 8,9 8,6 9,4 9,1 7,3 of non-precious metal
15,5 17,9 17,8 18,6 17,0 14,5 Machinery and mechanical appliances
18,8 19,0 19,9 21,7 19,2 12,8 Means of transportation
Instruments and apparatus; clocks
1,3 0,9 0,9 0,9 0,9 0,9 and watches; musical instruments
11,7 10,4 9,8 9,8 9,3 8,1 Other
2000 2005 2006 2007 2008 2010
Exports to other countries of the world
100 100 100 100 100 100 Total
1,7 0,4 0,5 1,1 0,4 0,8 Live animals; vegetable products
0,0 0,1 0,2 0,1 0,1 0,4 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
1,1 0,9 0,8 0,6 0,2 0,6 non- alcoholic beverages and tobacco
34,5 59,4 63,4 61,3 58,5 46,0 Mineral products
Products of the chemical industry; plastics;
22,2 15,8 14,8 16,0 24,0 25,8 rubber and articles thereof
4,6 3,2 2,3 2,8 1,7 2,6 Wood and articles of wood; pulp of wood
10,2 4,3 3,3 3,0 2,1 3,2 Textiles and textile articles
Non-precious metals and articles
8,8 6,4 6,8 6,9 6,8 8,0 of non-precious metal
3,7 1,9 1,6 1,7 1,2 2,2 Machinery and mechanical appliances
4,5 3,6 3.1 3,5 2,4 4,0 Means of transportation
Instruments and apparatus; clocks
2,0 1,0 0,8 0,8 0,7 1,1 and watches; musical instruments
6,7 2,9 2,4 2,2 1,9 5,3 Other
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Belarus (continued)

2000 2005 2006 2007 2008 2010
Imports from CIS countries
Commodity structure of imports (percent)
100 100 100 100 100 100 Total
4,5 2,5 2,4 2,0 1,7 1,3 Live animals; vegetable products
0,9 0,9 0,7 0,8 0,7 0,7 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and non-
3,6 4,2 3,9 3,7 3,4 3,8 alcoholic beverages and tobacco
43,2 50,0 50,8 53,4 54,5 53,9 Mineral products
Products of the chemical industry; plastics;
10,8 8,1 8,3 7,5 7,7 8,9 rubber and articles thereof
3,1 2,0 2,1 2,0 1,9 21 Wood and articles of wood; pulp of wood
2,7 1,7 1,6 1,3 1,0 1,1 Textiles and textile articles
Non-precious metals and articles
14,3 14,4 14,9 14,8 15,2 14,7 of non-precious metal
8,2 8,8 8,3 8,2 7,9 7,3 Machinery and mechanical appliances
3,0 2,7 2,6 2,5 2,5 2,2 Means of transportation
Instruments and apparatus; clocks
0,9 0,6 0,6 0,6 0,5 0,5 and watches; musical instruments
4,8 4.1 3,9 3,2 3,0 3,4 Other
2000 2005 2006 2007 2008 2010
Imports from other countries of the world
100 100 100 100 100 100 Total
12,7 8,4 7,2 57 6,5 57 Live animals; vegetable products
0,9 0,3 0,2 0,2 0,2 0,1 Animal or vegetable, fats and oils
Prepared foodstuffs; alcoholic and
8,5 7.4 6,3 4,8 51 5,8 non- alcoholic beverages and tobacco
1,1 0,9 1,0 1,1 1,2 8,9 Mineral products
Products of the chemical industry; plastics;
21,5 19,1 19,1 18,6 18,1 18,3 rubber and articles thereof
3,2 3,0 2,8 3,0 2,8 2,2 Wood and articles of wood; pulp of wood
8,1 5,2 4,0 3,9 3,7 3,4 Textiles and textile articles
Non-precious metals and articles
3,9 55 5,9 6,4 6,7 6,1 of non-precious metal
24,4 28,9 30,4 32,0 314 30,1 Machinery and mechanical appliances
7,5 12,0 13,7 15,3 15,5 12,1 Means of transportation
Instruments and apparatus; clocks
3,4 3,5 3,4 3,8 3,5 2,6 and watches; musical instruments
4,8 57 6,1 5,1 53 4,7 Other

Source: CISSTAT
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Table A.ll.3

Kazakhstan: Commodity structure of external trade

2000 2005 2006 2007 2008 2010
External Trade
Exports, min. US dollars
2337 4067 5574 7965 11078 79411 to CIS countries
6475 23782 32676 39790 60105 51275,5 to other countries of the world
Imports, min. US dollars
2732 8134 11064 14599 17497 13622,2 from CIS countries
2308 9218 12613 18157 20392 16137,8 from other countries of the world
Balance, min. US dollars
-395 -4067 -5490 -6634 -6419 -5681,1 with CIS countries
4167 14564 20063 21633 39713 35137,7 with other countries of the world
2000 2005 2006 2007 2008 2010
Exports to CIS countries
ICommodity structure of exports (percent)
100 100 100 100 100 100 Total
18,8 8,6 10,0 12,1 11,3 11,1 Live animals; vegetable products
0,1 0,3 0,3 0,3 0,2 0,6 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
1,1 2,8 21 1,2 1,1 1,9 non-alcoholic beverages and tobacco
55,0 52,3 49,7 47,1 52,5 48,9 Mineral products
Products of the chemical industry; plastics;
10,8 13,8 14,3 15,2 10,1 11,0 rubber and articles thereof
0,3 0,3 0,3 0,3 0,2 0,3 Wood and articles of wood; pulp of wood
0,5 1,8 1,8 1,3 0,6 0,9 Textiles and textile articles
Non-precious metals and articles
7,8 13,5 14,3 17,0 18,6 21,7 of non-precious metal
29 4,3 3,5 3,5 3,0 2,6 Machinery and mechanical appliances
1,3 1,5 2,5 1,6 2,0 0,4 Means of transportation
Instruments and appara-
1,0 0,2 0,1 0,1 0,1 0,1 tus; clocks and watches; musical instrument:
0,5 0,6 1,1 0,4 0,4 0,4 Other
2000 2005 2006 2007 2008 2010
Exports to other countries of the world
100 100 100 100 100 100 Total
2,0 0,7 1.1 23 2,5 1,7 Live animals; vegetable products
- 0,0 0,0 0,0 0,0 0,0 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
0,1 0,1 0,1 0,1 0,1 0,1 non-alcoholic beverages and tobacco
54,1 77,5 75,7 74,2 76,8 78,9 Mineral products
Products of the chemical industry; plastics;
2,0 1,5 2,4 1,7 2,3 4,2 rubber and articles thereof
0,1 0,0 0,0 0,0 0,0 0,0 Wood and articles of wood; pulp of wood
1,3 0,6 0,5 0,5 0,3 0,1 Textiles and textile articles
Non-precious metals and articles
32,3 16,3 16,4 17,2 14,6 12,0 of non-precious metal
1,2 0,3 0,3 0,2 0,2 0,2 Machinery and mechanical appliances
0,4 0,1 0,7 1,1 1,0 0,2 Means of transportation
Instruments and apparatus; clocks
0,1 0,1 0,0 0,0 0,0 0,0 and watches; musical instruments
6,4 2,7 2,8 2,7 2,2 2,5 Other
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Kazakhstan (continued)

2000 2005 2006 2007 2008 2010
Imports from CIS countries
ICommodity structure
of imports (percent)
100 100 100 100 100 100 Total
2,6 1,8 2,0 2,5 2,7 4.1 Live animals; vegetable products
1,2 0,7 0,7 0,7 1,3 1,1 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
5,8 55 57 6,6 6,5 8,1 non-alcoholic beverages and tobacco
20,7 26,1 28,6 27,1 32,3 28,0 Mineral products
Products of the chemical industry; plastics;
15,7 10,0 9,4 9,2 8,5 11,6 rubber and articles thereof
41 4,3 4.2 4,5 3,5 4,6 Wood and articles of wood; pulp of wood
1,0 1,2 1,2 1,1 0,7 0,9 Textiles and textile articles
Non-precious me-tals and articles
13,0 17,6 16,9 17,1 17,4 14,0 of non-precious metal
15,6 14,4 13,4 13,7 13,7 12,6 Machinery and mechanical appliances
14,8 12,8 12,3 11,2 8,7 7,7 Means of transportation
Instruments and apparatus; clocks
1,6 1,0 1,0 1,0 0,9 1,0 and watches; musical instruments
4.1 4,5 4,7 5,4 3,8 5,5 Other
2000 2005 2006 2007 2008 2010
Imports from other countries of the world
100 100 100 100 100 100 Total
2,6 2,3 21 1,9 23 3,5 Live animals; vegetable products
0,5 0,4 0,2 0,1 0,2 0,2 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
5,7 4.1 3,6 2,6 3,1 3,7 non-alcoholic beverages and tobacco
4,0 2,2 1,7 1,8 1,6 1,4 Mineral products
Products of the chemical industry; plastics;
13,5 12,9 121 11,8 12,2 16,3 rubber and articles thereof
3,2 2,7 2,7 2,5 2,3 2,8 Wood and articles of wood; pulp of wood
1,7 1,4 1,2 1,1 1,2 1,6 Textiles and textile articles
Non-precious metals and articles
9,0 12,1 10,2 10,2 16,2 10,1 of non-precious metal
42,3 40,5 39,6 37,5 37,6 36,6 Machinery and mechanical appliances
6,9 14,1 18,7 22,4 15,0 12,9 Means of transportation
Instruments and apparatus; clocks
4,0 2,9 3,2 3,3 3,4 4.4 and watches; musical instruments
6,6 4,5 4,7 4,8 4,9 6,5 Other

Source: CISSTAT
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Table A.ll.4

Russia: Commodity structure of external trade

2000 2005 2006 2007 2008 2010
External Trade
Exports, bin. US dollars
13,8 32,6 423 52,7 69,8 59,6 to CIS countries
89,3 208,9 258,9 299,3 398,1 336,8 to other countries of the world
Imports, bin. US dollars
11,6 19,0 22,4 29,9 36,6 31,6 from CIS countries
22,3 79,7 115,4 169,9 230,4 197,4 from other countries of the world
Balance, bin. US dollars
2,2 13,6 19,9 22,8 33,2 28,0 with CIS countries
67,0 129,2 143,5 129,4 167,7 139,4 with other countries of the world
2000 2005 2006 2007 2008 2010
Exports to CIS countries
ICommodity structure of exports (percent)
100 100 100 100 100 100 Total
2,3 2,0 1,9 2,3 1,9 1,2 Live animals; vegetable products
0,5 0,4 0,4 0,5 0,6 0,6 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
2,6 4,3 4,0 4,2 3,8 3,8 non-alcoholic beverages and tobacco
49,0 46,0 47,0 441 48,2 53,1 Mineral products
Products of the chemical industry; plastics;
10,2 9,0 8,8 9,0 9,4 9,3 rubber and articles thereof
3,0 3,6 3,6 4,0 3,4 3,5 Wood and articles of wood; pulp of wood
1,8 1,0 0,9 0,8 0,6 0,6 Textiles and textile articles
Non-precious metals and articles
10,0 12,3 12,6 13,8 13,0 10,9 of non-precious metal
10,9 10,2 9,7 10,4 9,5 8,6 Machinery and mechanical appliances
5,2 6,9 6,9 6,7 6,0 4,2 Means of transportation
Instruments and apparatus; clocks
1,0 0,8 0,8 0,8 0,7 0,7 and watches; musical instruments
3,6 3,5 3,5 3,3 2,8 3,4 Other
2000 2005 2006 2007 2008 2010
Exports to other countries of the world
100 100 100 100 100 100 Total
Live animals; vegetable
0,8 0,9 0,8 1,5 0,9 1,4 products
0,1 0,1 0,1 0,1 0,2 0,1 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
0,2 0,1 0,1 0,2 0,2 0,2 non-alcoholic beverages and tobacco
54,5 67,7 69,0 68,6 73,5 71,5 Mineral products
Products of the chemical industry; plastics;
6,7 55 50 54 6,0 5,8 rubber and articles thereof
4,5 3,4 3.1 3,4 2,3 2,3 Wood and articles of wood; pulp of wood
0,6 0,2 0,1 0,1 0,1 0,1 Textiles and textile articles
Non-precious metals and articles
18,0 14,3 13,8 14,0 11,5 10,8 of non-precious metal
3,4 1,7 1,6 1,5 1,4 1,6 Machinery and mechanical appliances
3,5 1,7 2,0 1,7 1,3 2,4 Means of transportation
Instruments and apparatus; clocks
0,7 0,2 0,2 0,2 0,2 0,3 and watches; musical instruments
7,1 4,2 3,9 3,4 2,7 3,4 Other
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Russia (continued)

2000 2005 2006 2007 2008 2010
Imports from the CIS countries
Commaodity structure of imports (percent)
100 100 100 100 100 100 Total
9,8 111 10,1 9,0 9,4 13,0 Live animals; vegetable products
0,7 0,7 0,5 0,9 1,1 0,9 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
non-alcoholic beverages
7,4 8,7 5,4 4.6 4,3 57 and tobacco
15,1 12,1 10,6 10,4 14,2 12,7 Mineral products
Products of the chemical industry; plastics;
12,6 10,7 11,9 10,2 9,0 9,7 rubber and articles thereof
2,5 3,0 3,0 3,0 2,7 3,2 Wood and articles of wood; pulp of wood
8,7 4,9 4.9 4,3 4,0 53 Textiles and textile articles
Non-precious metals and articles
14,6 17,4 19,9 20,6 18,1 16,2 of non-precious metal
12,3 13,5 14,2 14,9 15,1 14,2 Machinery and me-chanical appliances
9,1 12,1 13,9 16,2 16,5 13,8 Means of transportation
Instruments and apparatus; clocks
0,8 0,7 0,7 0,7 0,7 0,8 and watches; musical instruments
6,4 5,1 5,0 52 4,9 4,7 Other
2000 2005 2006 2007 2008 2010
Imports from other countries of the world
100 100 100 100 100 100 Total
11,7 9,8 9,7 8,4 8,1 9,9 Live animals; vegetable products
1,5 0,7 0,5 0,4 0,5 0,5 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
10,7 6,4 55 4,9 4,2 4,9 non-alcoholic beverages and tobacco
1,7 0,9 0,8 0,9 1,3 1,0 Mineral products
Products of the chemical industry; plastics;
20,7 17,9 16,6 14,4 13,8 17,3 rubber and articles thereof
4,5 3,4 29 2,6 2,4 2,5 Wood and articles of wood; pulp of wood
3,4 2,5 2,7 2,9 3,0 4,2 Textiles and textile articles
Non-precious metals and articles
47 51 51 5,6 5,2 6,0 of non-precious metal
24,3 30,3 30,2 30,6 30,6 30,4 Machinery and mechanical appliances
7,5 15,2 17,8 20,3 21,9 13,6 Means of transportation
Instruments and apparatus; clocks
4,6 29 3,5 3,6 3,6 3,1 and watches; musical instruments
4,7 4,9 4,9 53 52 6,6 Other

Source: CISSTAT
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Table A.ll.5

Ukraine: Commodity structure of external trade

2000 2005 2006 2007 2008 2010(bn$)
External Trade
Exports, min. US dollars
4498 10730 12664 18615 23809 18,7 to CIS countries
10075 23498 25704 30681 43145 32,7 to other countries of the world
Imports, min. US dollars
8040 17029 20185 25569 33569 26,7 from CIS countries
5916 19107 24854 35049 51966 34,0 from other countries of the world
Balance, min. US dollars
-3542 -6299 -7521 -6954 -9760 -8,0 with CIS countries
4159 4391 850 -4368 -8821 -1,3 with other countries of the world
2000 2005 2006 2007 2008 2010
Exports to CIS countries
Commodity structure of exports (percent)
100 100 100 100 100 100 Total
7.9 6,6 3,1 3,7 4,6 5,0 Live animals; vegetable products
1,9 1,5 1,4 2,1 2,4 2,6 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
7,4 9,6 8,6 8,3 8,5 9,7 non-alcoholic beverages and tobacco
3,5 6,1 53 4.8 7,6 9,9 Mineral products
Products of the chemical industry; plas-
16,9 10,1 10,5 8,8 7.8 8,8 tics; rubber and articles thereof
3,5 4,0 4.6 4.1 3,7 5,0 Wood and articles of wood; pulp of wood
1,1 0,9 1,1 1,0 0,8 0,7 Textiles and textile articles
Non-precious metals and articles
30,2 28,5 31,1 30,3 28,2 21,7 of non-precious metal
18,0 18,0 17,3 17,2 17,5 16,8 Machinery and mechanical appliances
4,7 9,9 12,6 14,5 15,0 15,0 Means of transportation
Instruments and apparatus; clocks and
1,0 1,0 0,8 0,7 0,6 0,8 watches; musical instruments
4,0 3,9 3,8 4,4 3,4 4,0 Other
2000 2005 2006 2007 2008 2010
Exports to other countries of the world
Commodity structure of exports (percent)
100 100 100 100 100 100 Total
3,8 7,3 7,6 5,8 12,2 1,7 Live animals; vegetable products
1,5 1,8 3,1 4,3 3,2 6,5 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
0,7 1,1 1,2 1,8 1,2 2,3 non-alcoholic beverages and tobacco
12,4 17,3 12,4 11,0 12,1 14,9 Mineral products
Products of the chemical industry; plas-
10,2 10,6 1.1 1.1 9,7 7,7 tics; rubber and articles thereof
2,6 2,4 2,4 2,7 1,8 2,5 Wood and articles of wood; pulp of wood
4,8 3,5 3,0 2,6 1,9 1,8 Textiles and textile articles
Non-precious metals and articles
50,7 46,6 48,6 49,3 48,4 40,6 of non-precious metal
54 3,9 4,4 5,8 5,1 7,7 Machinery and mechanical appliances
2,2 2,5 1,9 2,0 1,7 1,4 Means of transportation
Instruments and apparatus; clocks
0,2 0,2 0,2 0,2 0,2 0,3 and watches; musical instruments
54 3,0 3,9 3,3 2,5 2,5 Other
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Ukraine (continued)

2000 2005 2006 2007 2008 2010
Imports from CIS countries
ICommodity structure of imports (percent)
100 100 100 100 100 100 Total
1,1 0,7 0,8 0,9 0,8 0,7 Live animals; vegetable products
0,0 0,1 0,1 0,1 0,1 0,1 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
1,0 29 2,5 2,3 2,3 2,2 non-alcoholic beverages and tobacco
72,7 62,2 60,2 58,9 61,5 68,4 Mineral products
Products of the chemical industry; plastics;
4,9 6,9 6,9 7,4 7,4 7,8 rubber and articles thereof
1,9 21 2,0 21 1,6 1,7 Wood and articles of wood; pulp of wood
1,2 1,1 0,9 0,8 0,6 0,7 Textiles and textile articles
Non-precious metals and articles
4.1 8,0 9,1 10,0 9,9 7,2 of non-precious metal
8,1 7,7 7,7 7,6 6,9 6,8 Machinery and mechanical appliances
3,0 57 7,0 7,3 6,8 2,9 Means of transportation
Instruments and apparatus; clocks
0,7 0,5 0,6 0,6 0,4 0,4 and watches; musical instruments
1,3 2,0 2,2 2,0 1,7 1,3 Other
2000 2005 2006 2007 2008 2010
Imports from other countries of the world
100 100 100 100 100 100 Total
55 4,7 4,7 4,0 5,6 7,7 Live animals; vegetable products
1,0 0,1 0,7 1,0 1,1 1,3 Animal or vegetable fats and oils
Prepared foodstuffs; alcoholic and
6,1 5,0 4,7 4.3 3,6 57 non-alcoholic beverages and tobacco
11,7 51 5,4 6,2 9,3 8,4 Mineral products
Products of the chemical industry; plastics;
19,1 20,2 20,2 19,5 17,2 23,6 rubber and articles thereof
4.8 4,4 4,2 3,9 3,5 4,6 Wood and articles of wood; pulp of wood
7,8 6,4 4,7 3,6 3,6 5,2 Textiles and textile articles
Non-precious metals and articles
5,9 5,8 6,0 6,2 59 6,5 of non-precious metal
21,8 26,3 25,5 24,6 21,3 18,7 Machinery and mechanical appliances
4,5 11,7 15,0 18,2 18,8 8,5 Means of transportation
Instruments and apparatus; clocks
2,2 2,2 2,3 2,4 21 2,3 and watches; musical instruments
9,7 7,2 6,7 6,0 7,8 7,6 Other

Source: CISSTAT
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Table A.Il.6

Exports

Reporter

Belarus

Partner

Kazakhstan

Russian Federation

Ukraine

Total

O©CoOo~NOOOS~WN

Total
0

OCoO~NOOOAPrWN =

Total

- O

©CoOoO~NOOOPrWN

Bilateral trade by SITC commodity groups

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC
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2010/2000

2,264.4
51,5683.9
4,342.0
187.0

960.8
2,416.0
1,557.7
1,763.7

Growth rates

in %

2009/2008

N

-14.2
1.2
-12.0
-3.5
-89.4
410.6
2.0
-4.5
-32.4
-11.9
-2.0

-36.6

-4.9

41.5
-21.5
-39.7

-4.9
-19.2
-40.9
-52.7
-31.7
-33.4

-39.3
11.9
12.5

-22.0

-24.0

,035.1

-55.8

-48.6

-69.8

-14.8

-89.7

2010/2009

47.6
57.6
383.0
25.4
-84.9
52.8
20.7
44.8
48.8
44.3
961.4

2010/2008

26.7
75.3
325.2
20.9
-98.4
680.1
23.1
38.2
0.5
271
940.0



Table A.II.6 (continued)

Exports

Reporter

Kazakhstan

Partner

Belarus

Russian Federation

Ukraine

Total

©Co~NoOOPrWN

Total

- O

QCo~NoOOOPrWN

Total

©CoONOOOPAPWN-=O

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2010/2000

156.8
68.6
4.5
0.9

75.8
-78.9
-81.4

235.6

-4.7
620.0
296.9

11.3

-72.9
-100.0

161.8
-77.1
-74.0
659.4
137.0

299.9
1,171.4
50.2
155.9
-100.0

Growth rates

in %

2009/2008

-68.0
94.4

-69.7

-65.2
-67.6
-89.3
-46.0

-43.0
-48.7

35.2
-43.7
-43.4
-49.8
-25.2
-40.7
-61.5
-17.2
-98.6

2010/2009

-24.2
-47.6

-26.3

-57.7
-49.5
-56.0

73.1

-15.2
-61.2
-71.6
-7.6
-13.9
172.5
-24.9
-12.1
-36.8
-46.7
-100.0

-48.4
20.7
-0.6
56.8
-56.7
-47.1
251
254
136.2
-40.5

2010/2008

-75.7
18.2

15.2

9.6
37.8
19.0

0.3



Table A.II.6 (continued)

Exports

Reporter

Partner

Russian Federation Belarus

Ukraine

Kazakhstan

Ukraine

Belarus

Total

Total

Co~NoOOOPrWN

Total

- O

Qo~NoOOOPrWN

Total

- O

QCo~NoOOOPrWN

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2010/2000

2241

125.8
114.1
336.0
227.8
280.5

45.6

47.7
150.5

44.9
125.6

170.7
469.3
1,028.5
69.2
426.8
428.9
806.4
487.9
2131
231.3

598.8
596.9
127.4
202.1
2,424 1
913.7
439.3
652.6
631.5
2,279.1
9,283.4

Growth rates

in %

2009/2008

-29.5

-31.2
-15.3
-23.0
-59.0
-45.1
-39.8
-12.6
-15.0
-39.0
-18.0
-37.3

-41.5
-39.9
24
-45.2
-68.0
79.5
-44.4
-63.0

2010/2009

8.0

-44.5
-50.3
-60.8

-0.6
-31.8
-51.0
-42.2
-46.7
-47.0
-48.1
-30.4

-1.3
18.6
-18.7
35.5
23.3
24.6
31.4
67.1
71.5
31.8
4,481.5

50.9
65.3
-9.9
50.4
184.1
73.5
38.7

28.7
32.9
-82.8

2010/2008

N

)

-23.8

-61.8
-57.8
-69.8
-569.3
-62.6
-70.5
-49.5
-54.7
-67.7
-57.5
-56.4

-42.3
-28.7
-16.7
-25.8
-48.2
123.7
-27.0
-38.2
-36.8
-26.1
707.8

-9.8
-4.5
-33.4
5.8
932.9
68.9
-1.6
-24.1
-24.1
-0.4
148.1



Table A.II.6 (continued)

Exports
Reporter Partner
Ukraine Kazakhstan

Russian Federation

Source: UN COMTRADE, wiiw calculations.

Total

©CoOo~NoOOOPrWN

Total
0

COoONOOOPrWN-=

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2010/2000

1,602.8
17,206.2
37,0471

1,258.2
17,210.6

986.9
917.4

1,330.1

1,183.2

4,229.7
25,507.7

284.7
186.5
348.0
94.6
4,867.7
246.6
180.5
157.3
502.2
444.6
6,346.3

Growth rates

in %

2009/2008

-22.6
-30.4

1.2
-31.7
-25.1
-64.6

-5.0
-16.9
-26.3
-20.0
872.3

-46.0
-18.9
-16.1
-44.7
-29.7
-67.5
-24 .1
-62.2
-54.2
-27.0
68.0

2010/2009

-8.3
25.1
61.1

-57.3
-40.6
1271
9.3
-56.8
28.6
59.6
-75.1

58.1
37.1
-5.7
21.9
129.2
96.1
421
55.3
73.7
41.7
-37.8

2010/2008

-29.0
-13.0
79.1
-70.8
-65.5
-19.6
3.8
-64.1
-5.2
27.6
141.7

-14.6
11.2
-20.9
-32.6
61.2
-36.2
7.8
-25.7
-20.4
3.5
4.4



Table All.7

Imports

Reporter

Belarus

Partner

Kazakhstan

Russian Federation

Ukraine

Bilateral trade by SITC commodity groups

Total Import

OCoOo~NOOOhWN-O0O

Total
0

OCoO~NOOARWN -

Total

- O

O©CoOoO~NOOODWN

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC
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2010/2000

797.4
-93.7
-99.9

29.5

205.2
3,261.2
4.067.1

222.2
106.8
329.5
247.4
304.8

48.2
160.2
142.7
149.1
133.1

99.4

450.0
345.8
108.0
319.4
5,545.3
384.1
267.2
529.9
474.3
1,923.0
-99.5

Growth rates

in %

2009/2008

-56.4
-93.6

-81.4

-51.4
-47.3
-62.7
-90.6

48.6

-29.2
-22.8

-0.1
-49.1
-19.5
-51.8
-35.5
-47.8
-48.8
-30.5
-38.5

-39.0
-39.0
-35.3
-27.4
286.1

-7.4
-32.3
-50.9
-38.0
-24.0
163.0

2010/2009

438.6
40.6

536

-14.4
21.7
41.1

2,142.1

6.9
2.9
-4.2
58.7
-7.3
-12.3
40.9
50.6
43.3
20.3
-33.0

45.3
57.7
1.7
31.2
156.8
84.1
39.8
56.4
9.6
35.8
-99.6

2010/2008

134.7
-91.0

-71.4

-68.4
-35.9
-47.3
110.6

-24.3
-20.5

-4.3
-19.2
-25.4
-57.7

-9.1
-21.4
-26.7
-16.5
-568.8

-11.4
-3.9
-36.4
-4.8
891.4
70.4
-5.3
-23.2
-32.0
3.2
-99.0



Table A.Il.7 (continued)

Imports

Reporter

Kazakhstan

Partner

Belarus

Russian Federation

Ukraine

Total Import

0

CoO~NOOOAWN-=-

Total

- O

QCo~NoOObhWN

Total

©CoO~NOOOA,WN-=O

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC
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2010/2000

535.4
11,813.3

10.4
1,5686.1
15,344.7
374.6
632.2
249.6
599.9
-98.7

134.2
109.1
364.8
245.7
346.8

62.1
105.5
146.6

14.9
120.8
-98.6

1,573.2
14,963.8
40,237.9

573.7
4,633.3
547.3
840.6

1,380.0

1,288.5

2,316.7

-91.0

Growth rates

in %

2009/2008

-7.4
22.5

-35.3

-80.8

1.3
-29.0
-4.3
-20.3
-7.3
-67.4

47.3
-28.5

-90.1

2010/2009

-31.6
-17.2
140.2
-60.1
442.9
-41.3
-41.9
-30.5
-35.8
-42.2
-92.8

-385
-47.9
-59.8

0.4
-20.2
-44.7
-40.4
-45.1
-48.7
-46.9
-99.0

-36.3
215
78.8

-67.0

-47.0
91.4
26.1

-76.1

7.0
37.6
-99.4

2010/2008

-36.6
1.5
18.6
-60.7
1,644.9
1471
-41.8
-28.4
-50.0
-44.3
-100.0

-60.2
-65.1
-70.7
-51.5
-569.4
-67.0
-51.9
-565.1
-69.8
-56.1
-99.8



Table A.Il.7 (continued)

Imports

Reporter

Partner

Russian Federation Belarus

Ukraine

Kazakhstan

Ukraine

Belarus

Total Import

Total Import

0

CoO~NOOOPAWN-=-

Total

- O

Co~NoOOOPhWN

Total

- O

QCo~NoOOOhWN

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC
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2010/2000

164.6

17.2
-75.5
-85.1

54.7

-9.9

Growth rates

in %

2009/2008

-36.7

-42.2
-46.0
24.6
-41.4
-48.1
-66.7
1.1
-40.2
-56.5
-5.5
-93.6

-43.9
-16.8
-15.1
-44.6
-27.9
-67.8
-24.7
-48.6
-62.5
-26.5

49.5

2010/2009

46.2

-30.0
-58.3
-69.8
-23.8
-23.7

-29.8
-27.0
-41.9
-41.0
5,062.2

53.5

128.1

2010/2008

74

-59.5
-17.4
-62.4
-65.3
-60.5

-29.0
-56.4
-74.7
-44.3
229.2

-13.8



Table A.Il.7 (continued)

Imports
Reporter Partner
Kazakhstan Total
0
1
2
3
4
5
6
7
8
9

Russian Federation  Total

- O

Co~NoOOPhWN

Source: UN COMTRADE, wiiw calculations.

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC

Import

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commodities and transactions not classified elsewhere in the SITC
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2010/2000

85.7
-65.6
-67.0

577.8

56.5

629.9
513.0
328.2
51.7
22,563.5

281.9
424.6
1,283.6
37.8
299.6
911.8
501.5
345.3
170.0
197.2
1,017.9

Growth rates

in %

2009/2008

-34.8
-48.3
-57.7
-87.6
-27.4

-45.0
-63.6
-90.6
-46.8

12.5

-31.8
-38.1

-3.5
-40.9

-5.6
224.6
-26.8
-68.6
-65.3
-46.0
-65.4

2010/2009

-62.3
.7
-2.0
76.3
-70.3

-3.7 .

9.6
33.6
139.6
-61.5
113.0

67.7
22.3
-10.0
431
80.6
46.0
20.3
63.8
69.3
29.7
8.8

2010/2008

-75.4
-11.2
-68.5
-78.1
-78.4

-39.8
-51.4
-77.4
-79.5
139.6

14.3
-24.3
-13.2
-15.4

70.5

373.9
-11.9
-32.2
-41.2
-30.0
-62.4



Table A.1l.8

Reporter Partner SITC- 3

Belarus World Total

Kazakhstan World Total

Russian Federation World Total

Ukraine World Total

Source: UN COMTRADE

O©CONOOHAWN-=0 O©CO~NOOODWN-=0 O©CO~NOOOAPDWN-=O

O©CONOOAWN-=0O

BY-KZ-RU-UA: Commodity structure of total exports

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2000

7,331,059
444,923
46,578
307,075
1,452,440
2,447
845,536
1,430,164
1,755,252
756,363
290,281

8,652,481
577,876
19,680
651,994
4,567,329
933
99,223
2,331,719
186,711
45,572
171,444

103,092,748
935,645
80,360
4,672,839
52,166,042
78,929
6,180,628
18,348,613
6,421,563
2,063,305
12,144,823

14,572,536
811,233
104,449

1,849,757
807,726
239,463

1,312,777

6,644,770

1,794,646
660,339
347,378

2008

32,902,159
2,146,855
33,134
528,449
12,336,859
28,733
5,013,276
4,706,455
5,774,188
1,770,776
563,434

71,171,956
2,871,668
63,384
4,414,738
48,910,890
9,597
1,939,837
11,058,590
1,244,329
55,825
603,099

467,993,955
6,546,161
880,022
16,728,141
307,370,950
808,763
22,358,917
56,293,069
15,771,760
2,905,518
38,330,653

66,952,306
6,702,614
736,663
5,658,624
4,109,201
1,917,810
5,089,150
29,804,160
10,625,317
1,981,230
327,537

in 1000 USD
2009

21,282,228
2,128,295
26,540
463,273
7,970,853
62,914
2,949,914
2,869,723
3,086,644
1,279,038
445,034

43,195,762
1,520,093
53,049
2,580,599
30,027,170
27,042
1,948,596
5,938,830
377,676
54,368
668,339

301,796,059
7,540,330
800,038
9,228,402
190,170,839
780,896
12,481,546
37,126,810
10,864,190
2,292,669
30,510,339

39,695,648
6,048,819
639,039
3,800,660
2,130,781
1,764,997
2,460,778
14,341,505
6,586,099
1,581,840
341,131

2010

25,225,864
3,074,106
49,775
633,256
7,098,229
54,703
3,730,885
3,781,976
4,330,989
1,685,721
886,226

57,244,064
1,797,611
63,920
3,084,722
41,032,905
40,795
2,510,044
7,430,227
345,766
55,935
882,139

373,055,645
6,620,290
683,223
12,648,228
257,616,205
625,503
16,451,071
45,821,526
11,814,803
2,560,660
18,214,135

51,430,286
5,653,128
636,812
5,338,776
3,661,425
2,555,208
3,423,456
19,104,415
8,900,443
1,790,240
366,382

2000

100.0
6.1
0.6
4.2
19.8

0.0
1.5
19.5
23.9
10.3

4.0

100.0
6.7
0.2

52.8
0.0
1.1

26.9
22
0.5
2.0

100.0
0.9
0.1
4.5

50.6
0.1
6.0

17.8
6.2
2.0

11.8

100.0
5.6
0.7

12.7
5.5
1.6
9.0

45.6

12.3
4.5
24

2005

100.0
7.6
0.5
3.0

34.8
0.1
111
15.6
18.7
6.7
20

100.0
22
0.2

70.1
0.0
1.9

16.7
1.2
0.2
0.7

100.0
1.3
0.2
4.4

61.8
0.1
4.2

14.8
4.1
0.8
8.4

100.0
9.0
1.4
7.3
9.8
1.7
9.1

442
131
3.8
0.8

2008

100.0
6.5
0.1
1.6

37.5
0.1
15.2
14.3
17.5
54
1.7

100.0
4.0
0.1
6.2

68.7
0.0
2.7

15.5
1.7
0.1
0.8

100.0
1.4
0.2
3.6

65.7
0.2
4.8

12.0
3.4
0.6
8.2

100.0
10.0
1.1
8.5
6.1
2.9
7.6
44.5
15.9
3.0
0.5

2009

100.0
10.0
0.1
22
37.5
0.3
13.9
13.5
14.5
6.0
21

100.0
35
0.1
6.0

69.5
0.1
4.5

13.7
0.9
0.1
1.5

100.0
25
0.3
3.1

63.0
0.3
4.1

12.3
3.6
0.8

101

100.0
15.2
1.6
9.6
54
4.4
6.2
36.1
16.6
4.0
0.9

2010

100.0
12.2
0.2
25
28.1
0.2
14.8
15.0
17.2
6.3
3.5

100.0
3.1
0.1
5.4

"7
0.1
4.4

13.0
0.6
0.1
1.5

100.0
1.8
0.2
3.4

69.1
0.2
4.4

12.3
3.2
0.7
4.9

100.0
11.0
1.2
10.4
71
5.0
6.7
371
17.3
3.5
0.7



Table A.Il.9

Reporter Partner
Belarus World
Kazakhstan World

Russian Federation World

Ukraine World

Source: UN COMTRADE

Total
0

O©OONOODAWN =

Total
0

O©OONOOODWN =

Total

O©CONOOAPHWN-2O

Total

O©CONOOAPLWN-=2O

BY-KZ-RU-UA: Commodity structure of total imports

2000

8,646,200

Food and live animals 815,733
Beverages and tobacco 125,631
Crude materials, inedible, except fuels 359,442
Mineral fuels, lubricants and related materials 2,585,347
Animal and vegetable oils, fats and waxes 75,288
Chemicals and related products, n.e.s. 906,078
Manufactured goods classified chiefly by material 1,587,576
Machinery and transport equipment 1,429,780
Miscellaneous manufactured articles 361,535
Commodities and transactions not classified elsewhere in the SITC 399,791
4,926,559

Food and live animals 350,130
Beverages and tobacco 65,166
Crude materials, inedible, except fuels 140,398
Mineral fuels, lubricants and related materials 563,724
Animal and vegetable oils, fats and waxes 39,073
Chemicals and related products, n.e.s. 504,122
Manufactured goods classified chiefly by material 925,482
Machinery and transport equipment 1,955,591
Miscellaneous manufactured articles 312,915
Commodities and transactions not classified elsewhere in the SITC 69,959
33,880,092

Food and live animals 5,288,129
Beverages and tobacco 1,130,152
Crude materials, inedible, except fuels 2,453,378
Mineral fuels, lubricants and related materials 1,383,820
Animal and vegetable oils, fats and waxes 385,956
Chemicals and related products, n.e.s. 3,985,076
Manufactured goods classified chiefly by material 4,708,000
Machinery and transport equipment 8,315,785
Miscellaneous manufactured articles 2,431,321
Commodities and transactions not classified elsewhere in the SITC 3,798,477
13,955,999

Food and live animals 641,919
Beverages and tobacco 182,216
Crude materials, inedible, except fuels 767,006
Mineral fuels, lubricants and related materials 5,997,276
Animal and vegetable oils, fats and waxes 42,663
Chemicals and related products, n.e.s. 1,222,274
Manufactured goods classified chiefly by material 1,782,520
Machinery and transport equipment 2,444,133
Miscellaneous manufactured articles 496,379
Commodities and transactions not classified elsewhere in the SITC 379,613
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in 1000 USD
2005 2008 2009 2010
16,698,737 39,482,892 28,563,576 34,868,204
1,215,747 2,328,774 1,776,050 2,241,860
234,645 334,870 307,424 323,725
589,104 1,459,844 836,768 1,271,567
5,518,573 13,982,225 11,293,318 12,033,225
103,156 204,118 128,888 166,032
1,586,121 3,553,574 2,789,261 3,608,353
2,722,992 6,370,189 3,699,239 5,270,792
3,035,144 8,319,424 5,590,159 6,753,729
616,694 1,539,169 1,150,223 1,411,817
1,076,561 1,390,706 992,247 1,787,104
17,333,159 37,815,372 28,408,680 24,023,626
987,865 2,266,248 1,918,820 1,914,812
191,383 431,369 337,378 241,683
339,358 557,123 329,463 316,609
2,062,070 5,431,006 2,834,785 2,379,608
67,047 224,693 128,519 107,191
1,615,838 3,207,345 2,838,555 2,857,685
3,743,638 8,619,288 7,525,081 4,345,866
7,192,440 14,172,834 10,523,546 9,726,560
1,124,750 2,121,059 1,926,439 2,084,270
8,769 784,407 46,094 49,341
98,707,256 267,051,244 170,826,590 217,415,099
12,596,190 25,850,615 22,384,247 26,732,494
2,397,914 3,805,721 2,986,011 3,441,290
3,660,912 7,956,232 5,144,283 6,054,299
1,698,391 4,079,930 2,378,534 3,379,915
779,075 1,945448 1,248,155 1,571,903
12,489,806 27,008,586 22,448,080 29,418,337
12,801,427 31,174,020 19,723,399 27,703,705
39,337,730 127,742,405 63,342,790 89,297,239
6,920,707 24,033,432 17,497,680 25,298,782
6,125,105 13,454,855 13,673,412 4,517,136
36,121,997 85,448,381 45,412,944 60,737,135
1,908,796 4,741,604 3,710,579 4,320,334
468,616 785,564 643,481 740,930
1,434,760 3,605,222 1,536,882 2,215,675
10,661,119 22,831,877 14,638,726 19,602,688
169,323 539,462 331,737 398,863
4,274,256 9,641,137 6,936,123 8,628,945
5,308,794 11,637,106 6,205,663 8,728,530
9,550,670 25,554,387 8,395,967 11,867,099
1,967,150 4,677,580 2,652,400 3,632,230
378,515 1,434,442 361,385 601,840

2000

100.0
9.4
1.5
4.2

29.9
0.9
10.5
18.4
16.5
4.2
4.6

100.0
71
1.3
2.8

1.4
0.8
10.2
18.8
39.7
6.4
1.4

100.0
15.6
3.3
7.2
4.1
1.1
11.8
13.9
245
7.2
1.2

100.0
4.6
1.3
5.5

43.0
0.3
8.8

12.8

17.5
3.6
27

Shares in %

2005

100.0
7.3
1.4
3.5

33.0
0.6
9.5

16.3

18.2
3.7
6.4

100.0
5.7
1.1
2.0

11.9
0.4
9.3

216

415
6.5
0.1

100.0
12.8
24
3.7
1.6
0.8
12.7
13.0
39.9
7.0
6.2

100.0
53
1.3
4.0

29.5
0.5
11.8
14.7
26.4
54
1.0

2008

100.0
5.9
0.8
3.7

35.4
0.5
9.0

16.1

211
3.9
3.5

100.0
6.0
1.1
1.5

14.4
0.6
8.5

22.8

37.5
5.6
21

100.0
9.7
14
3.0
1.5
0.7

10.1
1.7
47.8
9.0
5.0

100.0
5.5
0.9
4.2

26.7
0.6
11.3
13.6
29.9
5.5
1.7

2009

100.0
6.2
1.1
2.9

39.5
0.5
9.8

13.0

19.6
4.0
3.5

100.0
6.8
1.2
1.2

10.0
0.5
10.0
26.5
37.0
6.8
0.2

100.0
131
1.7
3.0
14
0.7
13.1
11.5
371
10.2
8.0

100.0
8.2
14
34

32.2
0.7
15.3
13.7
18.5
5.8
0.8

2010

100.0
6.4
0.9
3.6

345
0.5
10.3
15.1
19.4
4.0
5.1

100.0
8.0
1.0
1.3
9.9
0.4

1.9
18.1
40.5
8.7
0.2

100.0
12.3
1.6
2.8
1.6
0.7
13.5
12.7
411
11.6
21

100.0
71
1.2
3.6

323
0.7
14.2
14.4
19.5
6.0
1.0



Table A.ll.10a-10d
BY-KZ-RU-UA: Commodity structure of bilateral and total exports

Shares in %

Reporter Partner Exports Bilateral Total

2000 2005 2008 2009 2010 2000 2005 2008 2009 2010

Belarus Kazakhstan Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
0  Food and live animals 1.2 4.1 19.2 249 266 6.1 7.6 6.5 10.0 12.2
1 Beverages and tobacco 0.1 0.1 0.0 0.0 0.2 0.6 0.5 0.1 0.1 0.2
2 Crude materials, inedible, except fuels 3.1 0.5 04 0.4 0.4 4.2 3.0 1.6 2.2 2.5
3 Mineral fuels, lubricants and related materials 0.0 0.4 1.6 0.2 0.0 19.8 34.8 37.5 37.5 28.1
4 Animal and vegetable oils, fats and waxes 0.0 0.0 0.1 0.4 0.4 0.0 0.1 0.1 0.3 0.2
5  Chemicals and related products, n.e.s. 14.7 4.7 6.8 8.1 6.6 11.5 111 15.2 13.9 14.8
6  Manufactured goods classified chiefly by material 20.6 20.5 20.1 22.4 21.9 19.5 15.6 14.3 13.5 15.0
7  Machinery and transport equipment 45.5 56.1 40.2 31.7 31.9 23.9 18.7 17.5 14.5 17.2
8 Miscellaneous manufactured articles 14.7 12.8 11.6 11.9 11.6 10.3 6.7 5.4 6.0 6.3
9  Commodities and transactions not classified elsewhere in the SITC 0.0 0.8 0.1 0.1 0.4 4.0 2.0 1.7 2.1 3.5

Russian Federation Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
0  Food and live animals 10.2 19.2 17.0 254 267 6.1 7.6 6.5 10.0 12.2
1 Beverages and tobacco 0.5 0.3 0.1 0.2 0.3 0.6 0.5 0.1 0.1 0.2
2 Crude materials, inedible, except fuels 3.9 2.2 1.6 2.0 1.8 4.2 3.0 1.6 2.2 2.5
3 Mineral fuels, lubricants and related materials 1.8 04 0.4 0.3 0.5 19.8 34.8 37.5 375 28.1
4 Animal and vegetable oils, fats and waxes 0.1 0.1 0.1 0.1 0.1 0.0 0.1 0.1 0.3 0.2
5 Chemicals and related products, n.e.s. 8.1 5.1 4.5 5.8 5.9 11.5 1.1 15.2 13.9 14.8
6  Manufactured goods classified chiefly by material 241 227 226 211 20.3 19.5 15.6 14.3 135 15.0
7  Machinery and transport equipment 37.3 34.7 38.5 28.8 30.0 23.9 18.7 17.5 14.5 17.2
8  Miscellaneous manufactured articles 124 11.0 11.4 12.3 11.4 10.3 6.7 5.4 6.0 6.3
9 Commodities and transactions not classified elsewhere in the SITC 1.8 4.2 3.8 4.0 3.0 4.0 2.0 1.7 21 3.5

Ukraine Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
0  Food and live animals 29 6.2 35 6.4 4.3 6.1 7.6 6.5 10.0 12.2
1 Beverages and tobacco 0.0 0.0 0.0 0.0 0.0 0.6 0.5 0.1 0.11.11
2 Crude materials, inedible, except fuels 1.7 2.5 0.8 1.0 1.1 4.2 3.0 1.6 2.2 2.5
3 Mineral fuels, lubricants and related materials 66.5 24.7 47.7 59.7 61.1 19.8 34.8 37.5 37.5 28.1
4 Animal and vegetable oils, fats and waxes 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.3 0.2
5  Chemicals and related products, n.e.s. 3.0 11.9 9.3 6.8 6.9 11.5 111 15.2 13.9 14.8
6  Manufactured goods classified chiefly by material 10.3 17.7 121 10.2 10.7 19.5 15.6 14.3 13.5 15.0
7  Machinery and transport equipment 12.6 34.2 23.6 11.7 13.0 23.9 18.7 17.5 14.5 17.2
8 Miscellaneous manufactured articles 2.2 2.7 2.9 4.1 2.8 10.3 6.7 5.4 6.0 6.3
9  Commodities and transactions not classified elsewhere in the SITC 0.7 0.1 0.1 0.0 0.0 4.0 2.0 1.7 2.1 3.5
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Table A.Il.10a-10d (continued)

Reporter

Kazakhstan

Partner

Belarus

Russian Federation

Ukraine

Exports

Total

O©CONOOAAPDWN-=O

Total

O©CONOOADWN-=O

Total

O©CO~NOOAPAWN-=O

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2000

100.0
68.6
4.5
0.9

100.0
14.3
0.5
20.1
48.2
0.0
21
8.8
4.5
1.4
0.1

100.0
8.2
0.6
1.2

83.8

1.3
3.5
14
0.0
0.0

2005

100.0
18.2

15.2

9.6
37.8
19.0

0.3

100.0
5.7
0.3

38.5
29.3
0.0
6.3
13.4
6.3
0.2

100.0
7.8
1.7

1.1
24.6

24
47.3
4.9
0.1

Bilateral
2008 2009
100.0 100.0

11.8 2.1
1.8 1.7
0.4
5.6 7.9
615 815
19.2 6.4
0.1 0.1
0.01
100.0 100.0
4.1 3.7
0.1 0.2
357 353
28.0 27.8
0.0 0.0
74 9.7
18.4 19.2
5.6 3.8
0.2 0.3
0.4 0.0
100.0 100.0
0.4 0.3
0.1 0.0
54 1.2
79.9 90.5
0.0 0.0
1.2 0.8
11.3 7.0
1.7 0.2
0.1 0.0
0.0

Shares in %

2010

100.0
1.4

16

4.4
54.3

0.2

100.0
1.7
0.1

38.4
28.3
0.0
8.6
19.9
2.8
0.2
0.0

100.0
0.7
0.1
3.6

75.9
0.0
1.9

17.0
0.8
0.0
0.0

2000

100.0
6.7
0.2
7.5

52.8
0.0
1.1

26.9
22
0.5
2.0

100.0
6.7
0.2
7.5

52.8
0.0
1.1

26.9
22
0.5
2.0

100.0

0.2
7.5
52.8
0.0
1.1
26.9
22
0.5
2.0

2005

100.0
22
0.2
6.7

70.1
0.0
1.9

16.7
1.2
0.2
0.7

100.0
2.2
0.2
6.7

70.1
0.0
1.9

16.7
1.2
0.2
0.7

100.0
22
0.2
6.7

70.1
0.0
1.9

16.7
1.2
0.2
0.7

Total
2008

100.0
4.0
0.1
6.2

68.7
0.0
2.7

15.5
1.7
0.1
0.8

100.0
4.0
0.1
6.2

68.7
0.0
27

15.5
1.7
0.1
0.8

100.0
4.0
0.1
6.2

68.7
0.0
2.7

15.5
1.7
0.1
0.8

2009

100.0
3.5
0.1
6.0

69.5
0.1
4.5

13.7
0.9
0.1
1.5

100.0
3.5
0.1
6.0

69.5
0.1
45

13.7
0.9
0.1
1.5

100.0
3.5
0.1
6.0

69.5
0.1
4.5

13.7
0.9
0.1
1.5

2010

100.0
3.1
0.1
54

"7
0.1
4.4

13.0
0.6
0.1
1.5

100.0
3.1
0.1
54

71.7
0.1
4.4

13.0
0.6
0.1
1.5

100.0
3.1
0.1
54

"7
0.1
4.4

13.0
0.6
0.1
1.5



Table A.Il.10a-10d (continued)

Reporter

Russian Federation

Ukraine

Partner

Belarus

Kazakhstan

Ukraine

Belarus

Exports

Total

Total

O©CONOOHAWN-=O0O

Total

O©CONOOAHAWN-=O

Total

O©CONOOHDWN-=20O

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2000
100.0

100.0
8.1
0.8
22

18.6
1.1
13.7
222
26.6
4.6

100.0
1.5
0.2
4.4

22.2
0.0
3.6
7.7

14.5
1.7

100.0
13.1
8.3
8.4
2.0
3.3
12.1
33.6
18.1
1.2
0.0

2005
100.0

100.0
6.3
1.3
24

23.9
0.3
7.3

25.8

26.2
4.8

100.0
2.7
0.9
27

46.7

5.7
12.8
15.8

1.5

0.0

100.0
10.4
34
21
0.2
2.7
11.2
38.1
28.5
34
0.0

Bilateral
2008 2009
100.0 100.0
100.0 100.0

6.9 8.6
1.9 2.2
3.0 1.8
319 255
0.9 0.8
6.8 8.6
208 256
20.2 17.9
4.1 4.9
0.3 0.3
100.0 100.0
2.6 2.6
0.7 1.2
2.1 2.0
482 346
0.0 0.0
9.5 9.0
15.5 9.8
15.4 9.7
1.6 1.5
0.1 0.0
100.0 100.0
12.3 11.9
3.7 45
3.1 3.6
0.6 3.8
2.5 4.1
8.5 10.1
43.0 339
225 221
3.7 4.7
0.0 1.1

Shares in %

2010
100.0

100.0
7.7
1.5
3.2

31.3
0.7
8.9

24.6

171
4.5
0.3

100.0
3.2
1.0
2.7

43.2
0.0
12.0
16.6
16.8
2.1
23

100.0
13.0
27
3.6
7.2
4.8
9.3
36.2
18.9
4.1
0.1

2000

100.0
0.9
0.1
4.5

50.6
0.1
6.0

17.8
6.2
2.0

11.8

100.0
0.9
0.1
4.5

50.6
0.1
6.0

17.8
6.2
2.0

11.8

100.0
5.6
0.7

12.7
5.5
1.6
9.0

45.6

12.3
4.5
24

2005

100.0
1.3
0.2
4.4

61.8
0.1
4.2

14.8
4.1
0.8
8.4

100.0
1.3
0.2
4.4

61.8
0.1
4.2

14.8
4.1
0.8
8.4

100.0
9.0
1.4
7.3
9.8
1.7
9.1

442
131
3.8
0.8

Total
2008

100.0
1.4
0.2
3.6

65.7
0.2
4.8

12.0
34
0.6
8.2

100.0
1.4
0.2
3.6

65.7
0.2
4.8

12.0
34
0.6
8.2

100.0
10.0
1.1
8.5
6.1
2.9
7.6
44.5
15.9
3.0
0.5

2009

100.0
25
0.3
3.1

63.0
0.3
4.1

12.3
3.6
0.8

10.1

100.0
25
0.3
3.1

63.0
0.3
4.1

12.3
3.6
0.8

10.1

100.0
15.2
1.6
9.6
54
4.4
6.2
36.1
16.6
4.0
0.9

2010

100.0
1.8
0.2
3.4

69.1
0.2
4.4

12.3
3.2
0.7
4.9

100.0
1.8
0.2
3.4

69.1
0.2
4.4

12.3
3.2
0.7
4.9

100.0
11.0
1.2
10.4
71
5.0
6.7
37.1
17.3
3.5
0.7



Table A.Il.10a-10d (continued)

Reporter Partner

Ukraine Kazakhstan

Russian Federation

Source: UN COMTRADE, wiiw calculations.

Total

O©CONOOAPAWN-=O

Total

O©CONOOADWN-=O

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2000

100.0
2.0
0.1
0.8
0.0
4.8

1.2
23.5
55.0
2.6
0.0

100.0
13.5
1.6
9.3
0.7
1.9
6.6
40.7
22.7
2.9
0.0

2005

100.0
11.6
0.8
1.3
1.2
1.4
4.3
32.8
421
3.6
0.9

100.0
12.7
4.4
6.6
2.0
1.3
53
35.3
28.8
3.3
0.4

Bilateral
2008

100.0
16.5
0.4
1.6
0.4
27
4.6
39.0
31.0
3.7
0.0

100.0
7.7
21
6.0
5.0
2.3
3.8

313
38.1
3.3
0.4

2009

100.0
14.8
0.6
1.4
0.4
1.2
5.6
41.9
29.5
3.8
0.6

100.0
11.6
3.2
6.1
6.6
1.4
54
27.7
32.3
4.5
1.2

Shares in %

2010

100.0
20.3
1.1
0.6
0.3
3.1
6.7
19.8
414
6.6
0.2

100.0
10.1
1.9
4.7
9.5
1.7
4.8
27.2
35.5
4.1
0.5

2000

100.0
5.6
0.7

12.7
5.5
1.6
9.0

45.6

12.3
4.5
24

100.0
5.6
0.7

12.7
5.5
1.6
9.0

45.6

12.3
4.5
24

2005

100.0
9.0
1.4
7.3
9.8
1.7
9.1

442
131
3.8
0.8

100.0
9.0
1.4
7.3
9.8
1.7
9.1

442
131
3.8
0.8

Total
2008

100.0
10.0
1.1
8.5
6.1
2.9
7.6
44.5
15.9
3.0
0.5

100.0
10.0
1.1
8.5
6.1
2.9
7.6
44.5
15.9
3.0
0.5

2009

100.0
15.2
1.6
9.6
54
4.4
6.2
36.1
16.6
4.0
0.9

100.0
15.2
1.6
9.6
5.4
4.4
6.2
36.1
16.6
4.0
0.9

2010

100.0
11.0
1.2
10.4
71
5.0
6.7
37.1
17.3
3.5
0.7

100.0
11.0
1.2
10.4
71
5.0
6.7
371
17.3
3.5
0.7



Table A.11.11

Reporter

Belarus

Kazakhstan

Russian Federation

Partner

World

World

World

Total
0

O©CoO~NOOAPSWN =

Total
0

O©CoO~NOOArWN =

Total
0

OCoO~NOOOAPWN =

Developments of BY-RU-KZ-UA exports by SITC commodity groups

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC
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2010/2000

2441
590.9
6.9
106.2
388.7
2135.2
341.2
164.4
146.7
109.7
205.3

561.6
2111
224.8
3731
798.4
4270.6
2429.7
218.7
85.2
22.7
414.5

261.9
607.6
750.2
170.7
393.8
692.5
166.2
149.7

84.0

241

50.0

Growth rates

in %

2009/2008

-35.3

-0.9
-19.9
-12.3
-35.4
119.0
-41.2
-39.0
-46.5
-27.8
-21.0

-39.3
-47.1
-16.3
-41.5
-38.6
181.8
0.5
-46.3
-69.6
-2.6
10.8

-35.5
15.2
-9.1

-44.8

-38.1
-3.4

-44.2

-34.0

-31.1

-21.1

-20.4

2010/2009

18.5
44.4
87.5
36.7
-10.9
-13.1
26.5
31.8
40.3
24.0
99.1

32.5
18.3
20.5
19.5
36.7
50.9
28.8
25.1
-8.4

2.9
32.0

23.6
-12.2
-14.6

371

35.5
-19.9

31.8

23.4

8.7

1.7

-40.3

2010/2008

-23.3
43.2
50.2
19.8

-42.5
90.4

-25.6

-19.6

-25.0

-10.5
57.3

-19.6
-37.4
0.8
-30.1
-16.1
325.1
29.4
-32.8
-72.2
0.2
46.3

203

1.1
22.4
244
-16.2
22.7
26.4
-18.6
-25.1
-11.9
-52.5



Table A.Il.11 (continued)

Reporter Partner

Ukraine World Total
0
1
2
3
4
5
6
7
8
9

Source: UN COMTRADE, wiiw calculations.

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2010/2000

252.9
596.9
509.7
188.6
3563.3
967.1
160.8
187.5
395.9
1711

5.5

Growth rates

in %

2009/2008

-40.7
-9.8
-13.3
-32.8
-48.1
-8.0
-51.6
-51.9
-38.0
-20.2
4.2

2010/2009

29.6
-6.5
-0.3

40.5

71.8

44.8

39.1

33.2

35.1
13.2

7.4

2010/2008

-23.2
-15.7
-13.6
-5.7
-10.9
33.2
-32.7
-35.9
-16.2
-9.6
11.9



Table A.I.112

Reporter

Belarus

Kazakhstan

Russian Federation

Partner

World

World

World

O©CoOo~NOOOPrWN-=O0O

Total

- O

©CoOo~NOOO~WN

Total

- O

©CoOo~NOOOPrWN

Developments of BY-RU-KZ-UA imports by SITC commodity groups

Total
Food and live animals
Beverages and tobacco
Crude materials, inedible, except fuels
Mineral fuels, lubricants and related materials
Animal and vegetable oils, fats and waxes
Chemicals and related products, n.e.s.
Manufactured goods classified chiefly by material
Machinery and transport equipment
Miscellaneous manufactured articles
Commaodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commaodities and transactions not classified elsewhere in the SITC
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2010/2000

303.3
174.8
157.7
253.8
365.4
120.5
298.2
232.0
3724
290.5
347.0

387.6
446.9
270.9
125.5
322.1
174.3
466.9
369.6
397.4
566.1
-29.5

541.7
405.5
204.5
146.8
144.2
307.3
638.2
488.4
973.8
940.5

18.9

Growth rates

in %

2009/2008

-27.7
-23.7

-8.2
-42.7
-19.2
-36.9
-21.5
-41.9
-32.8
-25.3
-28.7

-24.9
-15.3
-21.8
-40.9
-47.8
-42.8
-11.5
-12.7
-25.7

-9.2
-94.1

2010/2009

221
26.2

5.3
52.0

6.6
28.8
29.4
42.5
20.8
22.7
80.1

2010/2008

-11.7
-3.7
-3.3

-12.9

-13.9

-18.7

1.5

-17.3

-18.8
-8.3

28.5

-36.5
-15.5
-44.0
-43.2
-56.2
-562.3
-10.9
-49.6
-31.4

1.7
-93.7

-18.6
3.4
-9.6
-23.9
7.2
-19.2
8.9
-11.1
-30.1
5.3
-66.4



Table A.I1.12 (continued)

Reporter Partner

Ukraine World Total
0
1
2
3
4
5
6
7
8
9

Source: UN COMTRADE, wiiw calculations.

Food and live animals

Beverages and tobacco

Crude materials, inedible, except fuels

Mineral fuels, lubricants and related materials

Animal and vegetable oils, fats and waxes

Chemicals and related products, n.e.s.

Manufactured goods classified chiefly by material

Machinery and transport equipment

Miscellaneous manufactured articles

Commodities and transactions not classified elsewhere in the SITC
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2010/2000

335.2
573.0
306.6
188.9
226.9
834.9
606.0
389.7
385.5
631.7

58.5

Growth rates

in %

2009/2008

-46.9
-21.7
-18.1
-57.4
-35.9
-38.5
-28.1
-46.7
-67.1
-43.3
-74.8

2010/2009

33.7
16.4
151
44.2
33.9
20.2
24.4
40.7
41.3
36.9
66.5

2010/2008

-28.9
-8.9
-5.7

-38.5

-14.1

-26.1

-10.5

-25.0

-63.6

-22.3

-68.0



ANNEX 11l

A — Technical overview of the CGE Model

Al Introduction

The core CGE model is based on the assumption of optimizing behaviour on the part of
consumers, producers, and government. Consumers maximize utility subject to a budget
constraint, and producers maximize profits by combining intermediate inputs and primary
factors at least possible cost, for a given technology. The model employed here is based
on Francois, van Meijl, and van Tongeren (2005) model (the FMT model). The FMT model
is a standard, multi-region computable general equilibrium (CGE) model, with important
features related to the structure of competition (as described by Francois and Roland-Holst
1997). Imperfect competition features are described in detail in Francois (1998). Social
accounting data are based on the most recent Version 7.1 of the GTAP dataset
(www.gtap.org). It includes 16 regions and 32 sectors. The full computer code for the FMT
model can be downloaded from this link:
http://www.idide.org/people/~francois/data/DohaModel.zip

The model is implemented in GEMPACK, a software package designed for solving large
applied general equilibrium models®’. The model is solved as an explicit non-linear system
of equations, through techniques described by Harrison and Pearson (1994). More infor-
mation can be obtained http://www.monash.edu.au/policy/gempack.htm. For a detailed
discussion of the basic algebraic model structure represented by the GEMPACK code,
refer to Hertel (1996). This appendix provides a broad overview of the model and detailed
discussion of mathematical structure is limited to added features, while the standard GTAP
structure is covered in Hertel (1996).

A.2 General structure

The general conceptual structure of a regional economy in the model is as follows: firms
produce output, employing land, labour, capital, and natural resources and combine these
with intermediate inputs, within each region/country. Firm output is purchased by consum-
ers, government, the investment sector, and by other firms. Firm output can also be sold
for export. Land is only employed in the agricultural sectors, while capital and labour (both
skilled and unskilled) are mobile between all production sectors. While capital is assumed
to be fully mobile within regions, land, labour and natural resources are not.

All demand sources combine imports with domestic goods to produce a composite good.
In constant returns sectors, these are Armington composites. In increasing returns sectors,

" The result of our analysis can be downloaded and replicated our results, but the user will need access to GEMPACK, in

order to make modifications to the code or data.

100



these are composites of firm-differentiated goods. Relevant substitution and trade elastic-
ities are available in Table B.1. The production and consumption structure of the CGE
model can be best understood by using a technology tree as shown in Figure B.1.

Figure A.1
The Basic Production Flows in the Model

Nested production structure
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A.3 Taxes and policy variables

Taxes are included in the theory of the model at several levels. Production taxes are either
placed on intermediate or primary inputs, or on output. Some trade taxes are modeled at
the border. There are also additional internal taxes that can be placed on domestic or im-
ported intermediate inputs, and may be applied at differential rates that discriminate
against imports. Where relevant, taxes are also placed on exports, and on primary factor
income. Finally, where indicated by social accounting data as being relevant, taxes are
placed on final consumption, and can be applied differentially to consumption of domestic
and imported goods.

Trade policy instruments are represented as import or export taxes/subsidies. This in-
cludes applied most-favoured nation (MFN) tariffs, antidumping duties, countervailing du-
ties, price undertakings, export quotas, and other trade restrictions. The major exception is
service-sector trading costs, which are discussed in the next section. The full set of tariff
vectors are based on WTO tariff schedules, combined with possible Doha and regional
initiatives as specified by the Commission during this project, augmented with data on
trade preferences. The set up of services trade barrier estimates is described below.
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A4 Trade and transportation costs

International trade is modelled as a process that explicitly involves trading costs, which
include both trade and transportation services. These trading costs reflect the transaction
costs involved in international trade, as well as the costs of the physical activity of transpor-
tation itself. Those trading costs related to international movement of goods and related
logistic services are met by composite services purchased from a global trade services
sector, where the composite ‘international trade services' activity is produced as a Cobb-
Douglas composite of regional exports of trade and transport service exports. Trade-cost
margins are based on reconciled f.0.b. and c.i.f. trade data, as reported in version 7 of the
GTAP dataset.

A.5 Composite household and final demand structure

Final demand is determined by an upper-tier Cobb-Douglas preference function, which
allocates income in fixed shares to current consumption, investment, and government ser-
vices. This yields a fixed savings rate. Government services are produced by a Leontief
technology, with household/government transfers being endogenous. The lower-tier nest
for current consumption is specified as a Constant-difference elasticity (CDE) functional
form, as parameterized in the core GTAP database. This allows for shifts in demand
shares linked to non-homothetic consumer preferences. The regional capital markets ad-
just so that changes in savings match changes in regional investment expenditures®?.

A.6 Demand for imports

The basic structure of demand is based on CES (Armington) preferences. While the model
also includes features linked to firm level product differentiation, for the purpose of long-run
macroeconomic projections with endogenous TFP and capital accumulation, we follow a
relatively standard approach and implement national product differentiation. Goods are
differentiated by country of origin, and the similarity of goods from different regions is
measured by the elasticity of substitution. Formally, within a particular region, we assume
that demand for goods from different regions is aggregated into a composite import ac-
cording to the following CES function, where o is a CES preference weight:

R Yp;
(1) q;vlr :|:Zaj|erp:r:|
i=1

In equation (1), M;;,is the quantity of imports in sector j from region i consumed in region r.
The elasticity of substitution between varieties from different regions is then equal to cs"”,- ,
where c™=1/(1-p;). Composite imports are combined with the domestic good ¢” in a sec-
ond CES nest, yielding the Armington composite q.

2 Note that the Cobb-Douglas demand function is a special case of the CDE demand function employed in the standard

GTAP model code. It is implemented through GEMPACK parameter files.
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The elasticity of substitution between the domestic good and composite imports is then
equal to 6°, where c”=1/(1-p)). At the same time, from the first order conditions, the de-
mand for import M;;- can then be shown to equal

ai,i,r—(rim R oM ~1-oM B M
Mj,i,r = ZO‘J',Ji,rPJZMJ Ei,r
P, i1
3) - ol
a. . M
_ jir (Pj',\/ll’)J 1Ej'\,/|r

where EV jr represents expenditures on imports in region r on the sector j Armington com-
posite, and P, denotes aggregate prices levels within an import country, while P;;- denotes
a bilateral import price. In practice, the two nests can be collapsed, so that imports com-
pete directly with each other and with the corresponding domestic product. This implies
that the substitution elasticities in equations (2) and (3) are equal.
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B — Mapping of Model Sectors to NACE and GTAP Sectors

Annex Table B.1

Mapping of Model Sectors to NACE and GTAP Sectors

CGE Model Sectors

NACE sectors

GTAP sectors

Growing of crops; market gardening;

1 Agriculture, forestry, fishing 11 horticulture 1 PDR - Paddy rice
2 WHT - Wheat
3 GRO - Cereal grains n.e.c.
4 V_F - Vegetables, fruit, nuts
5 OSD - Oil seeds
6 C_B - Sugar cane, sugar beet
7 PFB - Plant-based fibers
8 OCR - Crops n.e.c.
CTL - Bovine cattle, sheep
12 Farming of animals 9 and goats, horses
10 OAP - Animal products n.e.c.
11 MLK - Raw milk
WOL - Wool, silk-worm co-
12 coons
Forestry, logging and related ser-
20 vices activities 13 FRS - Forestry
Fishing, operation of fish hatcheries
50 and fish farms 14 FSH - Fishing
2 Coal 101 Anthracite, not agglomerated 15 COA - Coal
101 Bitum coal, not agglomerated
101 Other coal, not agglomerated.
101 Briquettes etc (coal)
102 Lignite, not agglomerated
102 Lignite, agglomerated
103 Peat
Extraction of crude petroleum and
3 Oil 111 natural gas 16 OIL - Oil
4 Gas 17 GAS - Gas
5 Other minerals 120 Mining of uranium and thorium ores | 18 part OMN - Minerals n.e.c.
131 Mining of iron metals
Mining of non-ferrous metal ores,
132 except uranium and thorium ores
141 Quarrying of stone
142 Quarrying of sand and clay
Mining of chemical and fertilizer
143 minerals
144 Production of salt
145 Other mining and quarrying n.e.c.
P_C - Petroleum,
6 Petrochemicals 231 Coke oven products 32 coal products
232 Refined petroleum and nuclear fuel
233 Nuclear fuel
7 Processed Foods 151 Meat products 19 CMT - Bovine meat prods
152 Fish and fish products 20 OMT - Meat products n.e.c.
153 Fruits and vegetables 21 VOL - Vegetable oils and fats
154 Vegetable and animal oils and fats 22 MIL - Dairy products
155 Dairy products; ice cream 23 PCR - Processed rice
156 Grain mill products and starches 24 SGR - Sugar
157 Prepared animal feeds 25 OFD - Food products n.e.c.
B_T - Beverages and
158 Other food products 26 part tobacco products
B_T - Beverages and
160 Tobacco products 26 part tobacco products
Preparation and spinning of textile
8 Textiles and clothing 171 fibre 27 TEX - Textiles
172 Textile weaving 28 WAP - Clothing
173 Finishing of textiles
174 Made-up textile articles
175 Other textiles
176 Knitted and crocheted fabrics
177 Jerseys/pullovers/etc
181 Leather clothes
Other wearing apparel and accesso-
182 ries
Dressing and dyeing of fur; articles
183 of fur
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CGE Model Sectors

NACE sectors

GTAP sectors

9 Chemicals and plastics

241

242
243
244

245
246
251
252

Basic chemicals

Pesticides, other agro-chemical
products

Paints, coatings, printing ink
Pharmaceuticals

Detergents, cleaning and polishing,
perfumes

Other chemical products

Rubber products

Plastic products

CRP - Chemical, rubber,
33 part plastic products

10 Other light manufacturing

191

192

Tanning and dressing of leather
Luggage, handbags, saddlery and
harness

Footwear

Sawmilling, planing and impregna-
tion of wood

Panels and boards of wood
Builders' carpentry and joinery
Wooden containers

Other products of wood; articles of
cork, etc.

Pulp, paper and paperboard
Articles of paper and paperboard
Publishing

Printing

Glass and glass products

Ceramic goods

Ceramic tiles and flags

Bricks, tiles and construction prod-
ucts

Cement, lime and plaster

Articles of concrete, plaster and
cement

Cutting, shaping, finishing of stone
Other non-metallic mineral products
Manufacture of furniture

Jewellery and related articles
Musical instruments

Sports goods

Games and toys

Miscellaneous manufacturing n. e. c.
Recycling of metal waste and scrap
Recycling of non-metal waste and
scrap

29 LEA - Leather products

30 LUM - Wood products
31 PPP - Paper products,
part publishing
NMM - Mineral products
34 n.e.c.
42 OMF - Manufactures n.e.c.

11 Metals

271
272

273

274
281

282
283

284
285

286
287

Basic iron and steel, ferro-alloys
(ECSC)

Tubes

Other first processing of iron and
steel

Basic precious and non-ferrous
metals

Structural metal products

Tanks, reservoirs, central heating
radiators and boilers

Steam generators

Forging, pressing, stamping and roll
forming of metal; powder metallurgy
Treatment and coating of metals;
general mechanical engineering
Cutlery, tools and general hardware
Other fabricated metal products

35 I_S - Ferrous metals
36 NFM - Metals n.e.c.

37 FMP - Metal products

12 Motor vehicles

341
342

343

Motor vehicles

Bodies for motor vehicles, trailers
Parts and accessories for motor
vehicles

MVH - Motor vehicles and
38 parts

13 Other machinery

351

352

353
354

Ships and boats
Railway locomotives and rolling
stock

Aircraft and spacecraft
Motorcycles and bicycles
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OTN - Transport equipment
39 n.e.c.

40 ELE - Electronic equipment
OME - Machinery and equip-
41 mentn.e.c.



CGE Model Sectors

NACE sectors

GTAP sectors

311

312
313

314

315

331

332

333

334
335

Other transport equipment n. e. c.
Electronic valves and tubes, other
electronic comp.

TV, and radio transmitters, appara-
tus for line telephony

TV, radio and recording apparatus
Office machinery and computers
Machinery for production, use of
mech. Power

Other general purpose machinery
Agricultural and forestry machinery
Machine-tools

Other special purpose machinery
Weapons and ammunition
Domestic appliances n. e. c.
Electric motors, generators and
transformers

Electricity distribution and control
apparatus

Isolated wire and cable
Accumulators, primary cells and
primary batteries

Lighting equipment and electric
lamps

Electrical equipment n. e. c.
Medical equipment

Instruments for measuring, checking,
testing, navigating

Manufacture of industrial process
control equipment

Optical instruments and photo-
graphic equipment

Watches and clocks

14 Utilities

401

402
403

410

Electricity, gas, steam and hot water
supply

Manufacture of gas; distribution of
gaseous fuels through mains
Steam and hot water supply
Collection, purification and distribu-
tion of water

43

44

45

ELY -Production, collection
and distribution of electricity
GDT - Manufacture of gas;
distribution of gaseous fuels
through mains

WTR - Collection, purification
and distribution of water

15 Construction

450

Construction

CNS - Construction

16 Trade

500

510
521

522

523

524
525

526
550

repair of motor vehicles and motor-
cycles; retail

Wholesale trade and commission
trade, except of motor vehicles an
Non-specialized retail trade in stores
Retail sale of food, beverages and
tobacco in specialized stores

Other retail trade of new goods in
specialized stores

Retail sale of second-hand goods in
stores

Retail trade not in stores

Repair of household and personal
goods

Hotels and restaurants

47

TRD - trade and distribution
services

17 Transport

600

630

620

Supporting and auxiliary transport
activities; activities of travel agencies
Land transport; transport via pipe-
lines

Water transport

Air transport

48

49

OTP - other transport

WTP - water transport
ATP - air transport

18 Communications

640

Post and communications

51

CMN - communications

19 Financial services

650

670

Financial intermediation, except
insurance and pension funding
Activities auxiliary to financial inter-
mediation

52

OFI - other financial services

20 Insurance

660

Insurance and pension funding,
except compulsory social security

53

ISR - insurance

21 Other business services

700
711

712

Real estate activities

Renting of transport equipment
Renting of other machinery and
equipment
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OBS - other business ser-
vices



CGE Model Sectors

NACE sectors

GTAP sectors

713
720
730
740

Renting of personal and household
goods, n.e.c.

Computer and related activities
Research and development

Other business activities

Recreational and other con-
22 sumer services

920
930

950

Recreational, sporting, and cultural
activities

Other service activities

Private households with employed
persons

55

ROS - recreational and other
consumer services

23 Other services

750
800
850
900
910

990
n.a.

Public administration and defence;
compulsory social security
Education

Health and social work

Sewage and refuse disposal, sanita-
tion and similar activities

Activities of membership organiza-
tions n.e.c.

Extra-territorial organizations and
bodies

n.a.

56

57

OSG - public services

DWE - dwellings
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